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. SUMMARY OF THE PROPQOSED RULES CHANGE ;

The proposed amendments to the WESM Manual on Reglstratlon Suspension,
and De-Registration Criteria and Procedures Issue 5.0 is to clarify the types of
bilateral contract ransactions that will be accounted for in settlements in the
Wholesale Electnctty Spot Market (WESM). ;

ll. BACKGROUND

WESM Rules Clause 3.13.1.1 provides that “trading partlmpants Who sell
electricity pursuant to- bilateral contracts and wish those bilateral contracts to be
accounied for in - settlements...shall supmit a schedule to the Market Operator
_spemfymg the MWH bilateral sell quantities for each trading. partICIpant who- buys
electticity pursuant to that bilateral contract”. _;_

During the start of WESM operations, trading participants who sell electricity
pursuant to bilateral contracts were interpreted to be generatlon company trading
parhcnpants while trading participants who. buy electricity pursuant to bilateral
contracts were intefpreted to be customer trading part10|pants ThIS interpretation
was consistent with the observed bilateral contracts in the power industry when
deregulation of the power industry was still at its early years.

After more than a decade of WESM operations and the 'i'mp’[efnentat]'on of retail
comipetition in 2013, it has been observed that there are bilateral contract
arrangements in the power industry that do. not follow the above inferpretation.
Hence, the direct translation of those bilateral contracts to WESM contract
declarations has not been possible. For exampie, a oontestable customer ‘is:
allowed to register as a Direct WESM Member as a customer tradmg participant,
To hedge against spot prices, a contestable custorner contracts with a retail
electricity supplier (RES), which' also registers in the WESM as a customer
trading participant, Under the currént interpretation, the RES cannhot submit a
WESM contract declaration for the contestable customer since they are both
customer trading participants. In order to reducé the exposure of the contestable:
customer, the RES has to coordinate with its generation compahy counterparty to
submit WESM contract declarations for the contestable customer, which are not
the parties to the contract for the supply of energy to the contestable customer.

In addition to the case where a contestable customer registers as a Direct WESM
Member and has a bilateral contract with a RES, other bilateral contract cases
‘observed in the power industry that cannot be declared in the (WESM under the
current interpretation of WESM Rules Clause 3.13.1.1 are as follows:

o a customer is registered as an Indirect WESM Member and has a
secondary generation company supplier — the secondary generation-
company supplier cannot declare for an Indirect WESM Member and
would have to declare for the Direct WESM Member Counterparty of its
bilateral contract customers, which is aiso another generatlon company

e a generation company procures power from another gefieration company
{e.g., replacement power, additional capacity) — the éelling generation
company cannot declare for the buying generation company and can only
declare for the customers. of the buying gerieration company in the WESM
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lil. THE PROPOSED RULES CHANGE

In view of the new bilateral contract arrangements observed in the power
industry, it is proposed that the types of bilateral contracts that ¢ould be
accounted for in WESM settlements be .clarified. Generally, it is proposed that it
be clarified that only entities licensed to sell electricity (i.e., generatlon companies
and RESs) may enroll contracts in the WESM. Moreover, it is proposed that it be
clarified that only suppliers may enroll contestable customers as supply
customers in the WESM in accordance with Section 4.1 of DOE DC2012-05-
0005. in summary, the proposed clarifications -are as follows; _5_
« only generation companies and RESs may enroll b:lateral contracts in the
WESM; =
e generation companies may register other generation companies or
customer trading participants, except for contestable customers as supply
customers; and
» RESs may only register contestable customers as supply customers.

Mihor changes are also proposed to harmonize the WESM Manual on
Registration, Suspension, and De-Registration Criteria and Procedures with
WESM Manual on Biling & Setflement Issue 6.0 with regard to information
submitted during enroliment of supply coniracts in the WESM. %

The proposed rules change -may require enhancements to the ﬂarket settlement:
system for its implementation.

IV. BACKGROUND AND DESCRIPTION OF THE PROPONENT i

The proponent is the Independent Electricity Market Operator of the Philippines,
Inc. IEMOP acts as the market operator of the WESM.

i
i

Top Officers:

Richard J. Nethercott — President and CEQ "

Robinson P. Descanzo.— Acting Chief Operating Officer and Trading: @peratlons Head
Arthur P. Pintado — Internal Audit Head

Rachel Angela P. Anosan — Chief Legal Officer

Isidro E. Cacho, Jr. — Chief Corporate Strategy and. Communlcatlons Officer
Salvador D. Sub_aran — Chief Information Systems and Technology Officer

i

V. CONCLUSIONS AND RECOMMENDATIONS |

. . . H
The-amendments to. the WESM Manual on Registration, Suspension, and De-
Registration Criteria and Procedures are proposed to clarify the types. of bilateral.
contract transactions. that will be accounted for in settlements in the WESM: This
is- to -aliow for the direct. accountlng in WESM settlements of bllateral contracts.
that are not consistent with the current interpretation of WESM Rules Clause-
3.13.1.1. §

Vi. REFERENCES | ;
1. Department of Energy Department-Circular 2012-05-0005
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2. WESM Manual on Registration, Suspension, and D.e—Registrzation Criteria and
Procedures lssue 5.0 !
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