
August 20, 2008

Ms. Kirsten Walli
Board Secretary
Ontario Energy Board
PO Box 2319
2300 Yonge Street
Toronto, ON M4P 1E4

Dear Ms. Walli:

RE: Exemption Request to Allow the
Purchase of Power from Brookfield Energy Marketing Inc.
ORPC Distribution Licence #ED-2003-0033

Please accept this letter as a request for an exemption to Section 2.2.2 of the Standard
Supply Settlement Code and Section 3.2 of the Retail Settlement Code. This would
require an Amendment for the Distribution Licence #ED-2003-0033 of Ottawa River
Power Corporation.

The attached document provides the information in support of the application (five copies
and Electronic PDF file).

If we can provide any additional information, please contact the undersigned.

Yours truly,

Douglas Fee, P.Eng.
President and CEO
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283 pembroke street west – p.o. box 1087
pembroke, ontario K8A 6Y6

tel: (613) 732-3687 – fax: (613) 732-9838
web: www. orpowercorp.com

“A Proud Locally Owned Municipal Utility”



Application for a License Amendment
for Ottawa River Power Corporation

ED-2003-0033

Ottawa River Power Corporation requests an exemption from Section 3.2 of the Retail
Settlement Code and Section 2.2.2 of the Standard Supply Service Code to allow the
continuation of the purchase of electrical energy from Brookfield Energy Marketing
Inc. (“Brookfield Energy”) to supply customers in the Pembroke area of the Ottawa
River Power Corporation Service Area.

1. Overview

Ottawa River Power Corporation (ORPC) and its predecessor companies have obtained
power from the Waltham Generating Station since 1904 to supply the load in the City of
Pembroke. Before renewing and updating the 2002 contract with Brookfield Power,
ORPC sought clarification from the Ontario Energy Board. In June 2007, OPRC was
then ordered to disconnect from the Waltham supply for the following reasons:

Part of Section 3.2 of the Retail Settlement Code, as follows:

A distributor shall enter into an agreement to purchase energy from an embedded
retail generator within its service area, where such generator has indicated that it
intends to generate electricity for sale directly to such distributor and that it has
obtained such licences from the Board for generating and wholesaling electricity as
are required. The contract shall specify that the generator must meet the technical and
metering requirements set out in the Distribution System Code. The price under the
agreement at which all energy sales shall be settled will be the competitive
electricity price as described in Appendix “A” to the Code.

Further part of section 2.2.2 of the Standard Supply Code states:

A distributor shall obtain the electricity required to fulfill its standard supply
service obligation through the IESO-administered markets, from an embedded
retail generator (as defined in the Retail Settlement Code) located within the
distributor’s licensed service area in accordance with the Retail Settlement Code
or, in the case of an embedded distributor (as defined in the Retail Settlement
Code), from the embedded distributor’s host distributor (as defined in the Retail
Settlement Code).
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The Waltham Generating Station is located in Quebec 15 miles from ORPC’s distribution
area. However, the connection interface point has, and continues to be, located in
Pembroke within the service area.

During 2002, a meeting took place between Board staff, Murray Moore, then president of
ORPC, and Paul Jutras of McLaren Energy (now Brookfield Power). It was agreed that
ORPC and McLaren Energy could enter into an agreement for the supply of energy at the
HOEP price, plus, a delivery charge for the transmission of the energy from Quebec to
Pembroke. Since then, the SSS wording of section 2.2.2 has been changed to specifically
refer to an embedded generator requirement being within the distributor’s service area.

This supply arrangement with Brookfield Energy provides significant benefit to the
customers of ORPC by providing substantial savings in transmission charges. It also
meets the intent of encouraging embedded generation to improve the adequacy of supply
to the area, which is a second supply that can provide about half of the City of
Pembroke’s capacity.

The application is seeking an amendment to ORPC’s Distribution Licence #ED-2003-
0033 to allow an exemption to the Standard Supply Code and Retail Settlement Code as
allowed by Section 74 of the Ontario Energy Board Act as follows:

(1) The Board may, on the application of any person, amend a licence if it considers
the amendment to be,
(a) necessary to implement a directive issued under this Act; or
(b) in the public interest, having regard to the objectives of the Board and the
purposes of the Electricity Act, 1998. 2004, c. 23, Sched. B, s. 13.

2. Background

Ottawa River Power Corporation (ORPC) is a local distribution company serving 10,500
customers in the Town of Mississippi Mills (primarily Almonte ward), the City of
Pembroke, the Township of Whitewater (Beachburg only) and the Township of Killaloe,
Haggarty & Richards (Killaloe only). ORPC is an embedded distributor and the majority
of energy distributed within the service area is purchased from HONI. In addition to
energy from the provincial grid, energy is also purchased, at their connection points, from
three embedded hydro generators; Enerdu and Mississippi River Power Corporation in
Almonte and Brookfield Energy in Pembroke.

It is important to understand the historical background that has led to this exemption
application.
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In 1893, the first electrical generation plant was established in Pembroke in conjunction
with a lumber mill. This allowed for the installation of the first street lighting in Canada.
Four years later, Pembroke Electric Light Company (PEL) was formed by a group of
local businessmen who took over the generation. A new generation plant was built which
used steam to drive an Edison DC generator and a Westinghouse AC generator. The
distribution area was expanded throughout Pembroke and the surrounding area.

By 1904, more capacity was required and a generation plant was built on the Black River
in Quebec with a 15 mile, 25 KV twin transmission line built into Pembroke. The old
steam plant was closed since it was no longer needed with the new capacity from the
Waltham Dam.

PEL continued to serve Pembroke as well as the surrounding area, both on the Ontario
and Quebec side of the Ottawa River. On orders of the Department of National Defense,
the generation plant was expanded in 1940 to supply the rapid growth at CFB Petawawa
to support the war effort.

In 1931 a diesel generator (the largest stationary diesel in Canada at the time) was
installed in Pembroke to provide additional peaking capacity and voltage support for the
supply from Waltham.

PEL supplied the complete electrical requirements of the area until 1952 when, due to
low water levels, a connection was made to the Ontario Hydro grid.

In 1967, the municipality of Pembroke bought the distribution assets within the City of
Pembroke from PEL and Pembroke Hydro was formed. PEL later sold its remaining
distribution assets within Ontario and Quebec to Ontario Hydro and Quebec Hydro.

The generation company left from the sale was renamed Hydro Pontiac and the company
continued to operate the generation plant at Waltham. It also developed another site at
Coulonge Chute.

The two transmission lines (now operating at 44 kV) that fed into Pembroke were
retained by Hydro Pontiac. The energy continued to be purchased from Hydro Pontiac at
two interconnection points within Pembroke Substations 1 and 4 located within the City
limits in Pembroke. The route is shown in Attachment 1.

Pembroke Hydro has contracted for energy and capacity from Hydro Pontiac, and its
successor companies Maclaren Energy, Brascan and Brookfield Energy up to the present,
with the exception of a short period in the late 1990’s. At that time, Ontario Hydro
exercised their Ontario monopoly rights and contracted with Brascan for the energy. The
physical supply arrangements remained unchanged.

Past contracts for energy and capacity were negotiated locally and provided a substantial
savings to the former Pembroke Hydro and now Ottawa River Power Corporation
customers.
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3. Capacity and Energy Purchases from Brookfield Energy

ORPC purchases approximately 30% of the power requirements from Brookfield
Energy’s Waltham Generating Station.

Year Energy Purchase Average Capacity % of Total Sales
2007 40 GW-hr 4500 kW 20%
2006 60.6 GW-hr 6900 kW 30%
2005 38.2 GW-hr 4360 kW 18%

4. Current Contract

The first contract, after market opening, was signed in May 2002 between Brascan
Energy Marketing (now Brookfield Energy), Hydro Pontiac and Ottawa River Power
Corporation. It was recognized that the new legislative framework for the electricity
market in Ontario would mean a change in the contract approach. Following discussions
with OEB Board staff on June 24, 2002, a new five-year agreement was entered into for
the purchase of power. The contract allowed for purchase at the HOEP. It also allowed
for a monthly connection fee of $2.48/kW (coincidental with HONI monthly peak)
which, at that time, represented 50% of the HONI transmission charge. A copy of the
agreement (Attachment 2) and a file copy of the letter to the OEB confirming discussions
of the June 24, 2002 meeting is attached (Attachment 3). The June 24th meeting was
attended by Murray Moore from ORPC, Paul Jutras from Brookfield Energy and Suzanne
Tong and Russ Houlden from the OEB.

Negotiations to renew the contract commenced with Brookfield Energy in May 2007.
Following initial discussions with Brookfield Energy, a letter seeking clarification going
forward was sent to the Board on June 19, 2007 (Attachment 4). A reply was received
February 22, 2008 advising of the need to seek a license amendment (Attachment 5).

A follow up letter was sent to the Board seeking an extension to the one month
disconnecting order (Attachment 6). An extension was granted by the OEB in the March
12, 2008 letter (Attachment 7) and ORPC notified the Board on May 20, 2008 that an
exemption would be sought (Attachment 8).

At this point in time, ORPC continues to receive a supply from Brookfield Energy
through an extension of the expired contract terms.
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5. Benefits of Continuing This Supply Arrangement

a. Cost Benefit to ORPC Customers

There is a significant benefit to the customers of ORPC to continue this contract
due to reduced transmission charges. These equate to approximately $100,000
per year or $100 per customer. In addition, on April 1, 2005, Regulation 95/05
that amended Regulation 436/02, has resulted in approximately $300,000 per year
of avoided wholesale market service charges. Both these savings are held in
variance accounts awaiting an OEB order to return them to our customers through
a transmission rate reduction going forward, or the disposition of regulatory
assets.

b. Utilization of Existing Generation and Subtransmission Assets

The generation plant at Waltham, along with the twin subtransmission line to
Pembroke, was built with the prime purpose of supplying the PEL load in
Pembroke and the surrounding area. The evolution of the ownership of the
generation, subtransmission and distribution assets has changed over the years but
the physical arrangement is, for the most part, unchanged. If load was not
supplied to Pembroke, it would be “bottled up” and the full capacity of the
Waltham Plant could not be used. Waltham supplies Hydro-Quebec customers in
the Allumette Island and Waltham area and has a tie to Fort Coulonge; however,
the tie cannot support the full capacity of the station.

c. Renewable Power Supply for Ontario

This supply from Waltham has supplied renewable energy to the Pembroke Area
since 1906. The loss of this supply will mean that the Pembroke load will have to
be supplied entirely from the HONI grid. In a time when the Province is making
great efforts to secure generation capacity it would not make a sense to eliminate
this high availability tie.

d. Historic Significance

Beyond the benefit to ORPC customers and the Province of Ontario, the supply to
Pembroke from the Waltham dam is a part of the long history of the electrical
system in Pembroke. Pembroke is unique in Ontario as one of the few
municipalities that has its electrical roots dating back to the time of the very
beginnings of electrification in North America. Pembroke is proud to claim the
first municipal electric street light in Canada in 1884 in a system designed and
installed by the Honourable Thomas Ahearn who later went on to form Ottawa
Electric Railway Company and Ottawa Electric Company.
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6. Summary

Ottawa River Power Corporation respectively requests that an amendment be approved to
LDC Distribution Licence #ED-2003-0033 as follows:

a. Exemption to Section 2.2.2 of the Standard Supply Settlement Code to allow
ORPC to continue to fulfill its standard supply service from energy supplied by
Brookfield Energy from its Waltham Generating Station delivered to ORPC at its
stations within the City of Pembroke at the HOEP price (or a price set from time
to time for the IESO administered market).

It should be noted that Section 2.2.2 of the SSS Code wording was revised since
2002. The requirement to purchase SSS from an embedded retail generator within
the service area has been added (Attachment 9).

b. Exemption from Section 3.2 of the Retail Settlement Code to allow the purchase
of energy from Brookfield Energy from its Waltham Generating Station delivered
to ORPC at its stations within the City of Pembroke at the HOEP price (or a price
set from time to time for the IESO administered market) and; further, the leave to
negotiate delivery charges with the supplier to an amount no greater than that paid
by an embedded distributor in the IESO administered market so that ORPC
customers benefit or saved harmless.

More specifically we respectively submit the following proposed exemptions be
added to Schedule 3 of Ottawa River Power Corporation License ED-2003-0033:

The Licensee is exempt from the provision of section 3.2 of the Retail Settlement
Code and section 2.2.2 of the Standard Supply Service Code with respect to the
requirement of purchasing of power from an embedded retail generator within its
service area to allow the continued purchase of energy from the Waltham
Generating Station on the Black River.

And further,

The Licensee shall have the leave to negotiate a delivery rate for energy obtained
from Waltham Dam that will not exceed the amount paid by an embedded
distributor in the IESO administered market.
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List of Attachments

1. Location Map – Waltham Generation Supply to Pembroke
2. Hydro Pontiac/Brascan/ORPC October 2002 Agreement
3. Letter re June 24, 2002 Meeting with OEB
4. June 19, 2007 Letter to OEB
5. February 22, 2008 OEB Reply Letter (3 pages)
6. February 28, 2008 Letter to OEB
7. March 12, 2008 OEB Reply Letter (2 pages)
8. May 20, 2008 Letter to OEB
9. Excerpt from Earlier Version of SSS Code, Section 2.2.2
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