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December 15, 2023
Attention: Ontario Ministry of Energy, Northern Development & Trade

RE: Capstone Infrastructure Comments on Ontario Regulation 429/04 Amendments Related to
the Treatment of Corporate Power Purchase Agreements

Dear Ontario Ministry of Energy, Northern Development & Trade,

Capstone Infrastructure Corporation (“Capstone”) is pleased to provide comments on Ontario
Regulation 429/04 Amendments Related to the Treatment of Corporate Power Purchase
Agreements (“O.Reg. 429/04”) based on the ongoing request for stakeholder feedback on the
Environmental Registry of Ontario (‘ERO”).

We are supportive of industrial energy consumers that seek to achieve aggressive sustainability
goals while effectively managing costs and execution certainty through Corporate Power Purchase
Agreements (“CPPAs”). It is important that proven developers and loads together design programs
that can achieve greatest ratepayer savings and highest certainty on delivery. We appreciate your
consideration of our comments and look forward to further stakeholder opportunities on this matter.

1. Capstone Summary

Capstone is a Canadian independent power producer. Our operating fleet consists of 31 facilities
with total installed capacity of >824MW and $1.6 billion in assets. Capstone’s senior management
team of dedicated and knowledgeable renewable energy experts are leaders in engineering, finance,
and project management, successfully bringing various utility-scale renewable projects from early-
stage development to operations in the last 10 years. We pride ourselves as being a pragmatic
solution driven group with an aim of working quickly with equally motivated folks. With our track
record and in-house expertise, we are well positioned to deliver high quality, renewable energy
projects to support the energy transition.

We would like to highlight the following:

Robust Leading HSE across ~1GW operating assets and lasting relationships across Canada:
Platform Operating synergies with strong community & Indigenous partnerships
Growth >300 MW of wind/solar in construction and multi-GW Canadian development pipeline:
Mandate Enhanced optionality from large projects and diversity across Canada
Ontario Uniquely positioned to deliver low-cost greenfield & recontracted assets:
Expertise Near-term pathways in Ontario to deliver cost-savings and a winning solution
CPPA Leader in negotiating Canadian CPPAs alongside championing the evolution of
Market Ontario’s CPPA landscape, including creative structures and options:

Leadership Recent PPAs include TC Energy, Keyera, Gibson, City of Edmonton, Pembina
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2. Comments and Recommendations

Our comments are based on the available information on the ERO related to O.Reg. 429/04
Amendments Related to the Treatment of Corporate Power Purchase Agreements, included as
Attachment A. Capstone believes the Ministry of Energy, Northern Development & Trade should
consult further with industrial consumers and Independent Power Producers (“IPPs”) to design a
program that meets generator and load objectives under Ontario’s existing market rules and
permitting framework to deliver best in class solutions.

The following list summarizes our key comments and specific recommendations for CPPAs in
Ontario (further detailed in the Appendix):

¢ Industrial loads would significantly benefit from near-term clarity on CPPA program timelines,
terms, rules, asset eligibility, etc. as they look to make investment decisions.

e Generally, CPPAs should enable as many resource types as possible to maximize
competition and deliver lowest-cost solutions. This includes grouping of multiple generators
and or grouping of multiple loads under one CPPA (irrespective of location(s)).

e A CPPA program must allow extensions / repowering / recontracting of existing
renewables that have achieved the end of their useful life and / or enabling new
capacity. Existing resources can deliver lowest-cost and fastest in-service solutions.

e A CPPA program must allow hybrids, including hybrid expansions and new-build
hybrids (both co-located (FTM) and integrated (BTM) models). See Appendix B. We are

supportive of standalone storage being included in the program as appropriate.

e An effective CPPA program will have adequate commercial & contractual elements that can
be easily financed (i.e., energy + capacity + environmental attribute payment mechanisms)
that effectively take into account market rules and the Industrial Conservation Initiative
(“ICI"). Capstone is willing to provide a term sheet / contract template to outline possible
CPPA structures and risks (i.e., buyer vs. seller taking ICI risk and impacts to price).

e There remains uncertainty regarding applicable permits for new renewables as well as
expansions and / or repowers and hybrids, which we strongly recommend addressing.

o Community support should be required for all projects entering into CPPAs.

e There is significant uncertainty surrounding CPPA programs alongside active IESO
procurement processes (i.e., Can a CPPA be “stacked” with an LT1 Contract? Does a CPPA
compete with LT27?).

e Capstone is an active member of several industry associations (i.e., ESC, BRC, CanREA,

APPrO, etc.) and we generally support their comments.



3. Key Contacts

We believe CPPAs have the ability to deliver meaningful benefits to Ontario, having leveraged
CPPAs extensively in Alberta to deliver the majority of our renewable development and operating
portfolio. When implemented correctly, CPPAs can deliver lower-cost, more sustainable solutions
that drive economic growth and benefit electricity customers and ratepayers.

We look forward to discussing our submission further with you. Please do not hesitate to contact
Patrick Leitch or Geoff Osborne at the contact details below.

Patrick Leitch, COO Geoff Osborne, Director, BD
E: pleitch@capstoneinfra.com E: gosborne@capstoneinfra.com

We would like to thank you for the opportunity to comment on this initiative and we look forward to
further stakeholder opportunities.
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Appendix A

Ontario Requlation 429/04 Amendments Related to the Treatment of Corporate Power
Purchase Agreements

The proposed change would require amendments to O. Reg. 429/04, Adjustments Under
Section 25.33 of the Act, made under the Electricity Act, 1998, the regulation that prescribes the
allocation of Global Adjustment (GA) costs to electricity customers and sets out the rules for the

Industrial Conservation Initiative (ICl).

Following the release of the Powering Ontario’s Growth plan released earlier this year, the
province is preparing to procure new clean electricity resources to meet the province’s growing
energy needs. Earlier this year the province launched its electricity capacity resource
procurement.

These proposed amendments aim to support the growth of new clean generation in the province
by allowing ICI participants to offset their facility’s demand in the top five peak hours of a base
period through power purchase agreements (PPAs) with renewable generation facilities that are
not connected behind the facility’s meter. The types of technologies that could be eligible under
the proposal may include wind, solar, small hydroelectric (i.e., less than 10 megawatts), biofuel
and battery storage.

The proposal would allow qualifying IClI participants to reduce their peak demand factors by
offsetting their demand in the five highest demand hours of a base period with certain eligible
renewable generation contracted under a PPA. The proposal would be similar to “virtual” net

metering arrangements for qualifying ICI participants, whereby the contracted generation would
be treated as if it is supplied to the ICI participant behind-the-meter for the purpose of
determining GA charges and could, in addition to providing system benefits, enhance industrial
competitiveness in the province and support new clean generation. The proposed effective date
for the amendments is May 1, 2024.

The proposed regulatory amendments may be subject to change after considering feedback
from the Regulatory Registry (RR) posting and stakeholder consultations.

Source: https://ero.ontario.ca/notice/019-7853
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IESO Hybrid Integration Project Hybrid Definitions in Ontario

Appendix B

Relevant Recommendations:

e A CPPA program must allow extensions / repowering / recontracting of existing
renewables that have achieved the end of their useful life and/or enabling new capacity.

o A CPPA program must allow hybrids, including new-build hybrids and hybrid expansions
(co-located and integrated). We are supportive of standalone storage also being

included.

Capstone has extensively stakeholdered hybrid participation in Ontario’s wholesale markets
through the IESO’s Hybrid Integration Project, MRP, E-LT1, LT1, LT2, etc. We believe it is
imperative that MoE ensure that both “co-located” and “integrated” hybrids models are eligible
for CPPAs per the IESO’s definitions.

IESO: Hybrid Integration Project: Hybrid Design Vision January 2023
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IESO: Hybrid Integration Project: Implementation for Foundational Hybrid Facility Participation
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1. a combined quick-start generation resource
(generation and storage injections), and

2. a storage withdrawing/load resource for charging
storage from the grid.
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https://www.ieso.ca/en/Sector-Participants/Engagement-Initiatives/Engagements/Hybrid-Integration-Project
https://www.ieso.ca/-/media/Files/IESO/Document-Library/engage/hip/hip-20221024-presentation.ashx
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