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REQUEST FOR MARKET RULES AND MANUALS AMENDMENTS 

Proposals made only under this prescribed form shall be accepted and considered as submitted.
This request for amendments are be submitted to: 

Rules Change Committee
Attention: WESM Governance Committee Secretariat
Philippine Electricity Market Corporation 
18/F Robinsons Equitable Tower
ADB Avenue, Ortigas Center
Pasig City, 1605 Philippines
Email addresses: rcc@wesm.ph / mag_rrd@wesm.ph
Contact No: (+632) 8631-8734  
	   
I.  Proponent’s Information

	Name                  
	Leonido J. Pulido III

	Designation         
	President

	Company              
	PEMC

	Company Address               
	18/F Robinsons Equitable Tower, ADB Avenue., Ortigas Center, Pasig City

	
	

	Telephone No.                      
	

	Fax. No.
	

	Email Address
	pemc@wesm.ph 






II. Amendment Information

	
	Proposed Amendments to the (please tick the box):

	|X| WESM Rules   |_| Retail Rules

	
[bookmark: Check28]|X| Market Manual:
	
Constraint Violation Coefficients and Pricing Re-runs, Issue 6 (as amended by PEM Board Resolution 2019-15-04 and RCC Resolution 2019-13)

	Topic: Automatic Pricing Re-runs for Under-generation and Over-generation


	
Proposed Classification of Amendments (please tick the box):
[bookmark: Check2][bookmark: Check3][bookmark: Check4]    |X| General  |_| Minor   |_| Urgent

If Urgent, reason for urgency: 
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III. SUMMARY OF THE PROPOSED RULES CHANGE

[bookmark: _Hlk71054620]This proposal is made to harmonize provisions on automatic pricing re-runs in the WESM Rules and Manuals for the enhanced WESM design and operations (EWDO) with the ERC directives provided in its Decision dated 20 August 2020 (and promulgated on 29 December 2020) on ERC Case No. 2017-042RC regarding the proposed Price Determination Methodology (PDM) for the EWDO. Affected market documents are the following:

1. WESM Rules; and
2. Constraint Violation Coefficients and Pricing Re-runs, Issue 6 (CVC-PR)[footnoteRef:2]. [2:  There are proposed changes to the CVC-PR that are for DOE approval. These are the proposed changes as approved under PEM Board Resolution 2019-15-04 and RCC Resolution 2019-13.] 


In consideration of the EWDO target Go-Live Date on 26 June 2021, this proposal has been submitted as urgent on 18 May 2021, which was approved for endorsement by the RCC on 21 May 2021. On 26 May 2021, the PEM Board approved the proposal thru PEM Board Resolution No. 2021-36-04 and was published in PEMC website.

Pursuant to Section 7.4 (b) of the Procedures for Changes to the WESM Rules, Retail Rules and Market Manuals, the PEM Board-approved amendment shall only be effective for a period of not more than six (6) months from publication or until such time that a general amendment on the same matter has been approved and become effective, whichever comes first. Following this provision, the PEM Board-approved proposal will be effective only until 25 November 2021. Hence, this submission for DOE’s promulgation of amendments. 

IV. BACKGROUND

On 17 May 2017, PEMC filed the proposed PDM (ERC Case No. 2017-042RC) for ERC’s approval. Consistent with the DOE policy to enhance WESM design and operations (DOE DC 2015-10-0015), the proposed PDM provides settlement-ready prices in a timely manner through automatic pricing re-runs.
Automatic pricing re-runs is the process of relaxing the constraints by the value of the constraint violation and a very small value so that settlement-ready prices are produced near real-time, with approximately the same dispatch schedule. It also includes the new pricing mechanisms in the event of under-generation and over-generation, where the price shall be the shortage price equivalent to the offer price cap for under-generation, and excess price equivalent to the offer price floor for over-generation, to provide clear price signals for actual system conditions.[footnoteRef:3]  [3:  The currently approved offer price cap and floor is reflected in the Tripartite Resolution No. Joint Resolution No.3, series of 2015 as PhP32,000.00/MWh and PhP-10,000.00/MWh respectively.] 

The ERC, in its abovementioned Decision,[footnoteRef:4] directed that the existing pricing mechanisms during under-generation and over-generation should be maintained. While the ERC acknowledges the importance of having the correct pricing signals and settlement-ready prices in real-time for efficiency and transparency in prices, the ERC deemed that prices during under-generation should reflect the cost that the consumers are willing to pay for a continuous supply of electricity, which price is not necessarily the offer price cap (PhP32,000/MWh). [4:  Pages 130 & 152 of ERC Decision dated 29 August 2020 (and promulgated on 29 December 2020) on ERC Case No. 2017-042RC] 

This ERC directive requires enhancement to the new Market Management System (NMMS), which specifications were originally aligned with the PDM proposed submitted to the ERC in 2017. Said NMMS enhancement was audited by the PEM Audit Committee (PAC) through the Intelligent Energy Systems (IES) in January 2021 and was completed in the 4th week of March 2021. IES’s audit of the NMMS enhancements was based on the ERC Decision. Test findings for changes to the automatic pricing re-run model during over-generation and under-generation have passing results[footnoteRef:5].  [5:  Based on draft Audit Report (Audit of PDM-Related Enhancements to NMMS and CRSS – Supplemental Audit 3) submitted by IES on 13 April 2021 containing the results of the NMMS audit. ] 


V. THE PROPOSED RULES CHANGE

This proposal aims to harmonize provisions on automatic pricing re-runs in the WESM Rules Clauses 3.6.7.2, 3.6.7.3, and 3.10.5.5 and CVC-PR with the ERC directives provided in its Decision.

VI. BACKGROUND AND DESCRIPTION OF THE PROPONENT

The proponent is the Philippine Electricity Market Corporation with its officers as follows:
Leonido J. Pulido III – President
Elvin Hayes E. Nidea – Chief Governance Officer
Marydette C. Jocson – Corporate Services Head / OIC, Chief of Staff
Marian Venussa S. Dela Fuente – Corporate Secretary / Legal Head
Ma. Hazel M. Gubaton-Lopez – Enforcement and Compliance Officer
John Mark S. Catriz – Market Assessment Group Head
Elaine D.G. Gonzales – Internal Audit Head
Clares Loren J. Jalocon – Corporate Planning and Communications Head
Patrick S. Fernandez – Information System and Technology Head

VII. CONCLUSIONS AND RECOMMENDATIONS

The proposed revisions to the WESM Rules and Constraint Violation Coefficients and Pricing Re-runs, Issue 6 aim to comply with the ERC directives on automatic pricing re-run for under-generation and over-generation events. It is recommended, therefore, that the proposed changes be adopted.
 

VIII. REFERENCES

1. ERC Decision dated 20 August 2020 (and promulgated on 29 December 2020) on ERC Case No. 2017-042RC
2. DOE Department Circular No. DC2015-10-0015 dated 15 October 2015
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IX. Proponent's Information (for the Party Submitting the Comments)

	Name
	

	Designation         
	

	Company              
	

	Company Address               
	

	
	

	
	

	Telephone No.                      
	

	Fax. No.
	

	Email Address
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X. Proposed Amendment

A. WESM Rules (EWDO)

	WESM Rules

	Title
	Clause
	Provision
	Proposed Amendment
	Rationale
	Comments
	Proposed Wording based on Comments
	Proponent’s Response
	RCC Agreements

	
	
	
	
	
	Please write general comments here, if any.
	
	
	

	Automatic Pricing Re-runs
	3.6.7.2
	The purpose of the automatic market pricing re-runs is to ensure that the energy and reserve prices reflect:
(a) the marginal costs of supplying energy at each node;
(b) the marginal costs of supplying reserves;
(c) shortage pricing when there is a shortage of supply at a node or regional level; and
(d) excess pricing when there is an excess of supply at a node or regional level.

Such methodology for shortage pricing and excess pricing shall be approved by the DOE and ERC.
	The purpose of the automatic market pricing re-runs is to ensure that the energy and reserve prices reflect:

(a) the marginal costs of supplying energy at each node; and
(b) the marginal costs of supplying reserves;
(c) shortage pricing when there is a shortage of supply at a node or regional level; and
(d) excess pricing when there is an excess of supply at a node or regional level.

Such methodology for shortage pricing and excess pricing shall be approved by the DOE and ERC.
	Consistent with ERC directives* that the existing pricing mechanisms during under-generation and over-generation should be maintained. Such that, these events shall be treated just like other constraint violations. 

* ERC Decision dated 20 August 2020 (and promulgated on 29 December 2020) on ERC Case No. 2017-042RC

	
	
	
	

	Automatic Pricing Re-runs
	3.6.7.3
	The automatic re-run of the dispatch optimization shall use the following changes to the soft constraints that was violated:

(a) In case of over-generation and under-generation, the soft constraint shall be relaxed by a value to allow the market dispatch optimization model to find a feasible price; and
(b) For all other constraints that were violated, each constraint’s requirement shall be corresponding to the resulting non-zero violation variable, including a very small value to allow the market dispatch optimization model to find a feasible price.
	The automatic re-run of the dispatch optimization shall relax use the following changes to the soft constraints that was violated by a value:

(a) In case of over-generation and under-generation, the soft constraint shall be relaxed by a value to allow the market dispatch optimization model to find a feasible price; and
(b) For all other constraints that were violated, each constraint’s requirement shall be corresponding to the resulting non-zero violation variable, including a very small value, to allow the market dispatch optimization model to find a feasible price.
	Consistent with ERC directives* that the existing pricing mechanisms during under-generation and over-generation should be maintained. Such that, these events shall be treated just like other constraint violations. 

* ERC Decision dated 20 August 2020 (and promulgated on 29 December 2020) on ERC Case No. 2017-042RC


	
	
	
	

	Pricing Error Notice
	3.10.5.5
	3.10.5.5 The procedures developed for the market pricing re-runs shall be designed to produce prices reflecting supply shortages at any nodes where there was load shedding and prices reflecting excess supply where there was excess generation.
	3.10.5.5 The procedures developed for the market pricing re-runs shall be designed to produce prices reflecting supply shortages at any nodes where there was load shedding and prices reflecting excess supply where there was excess generation.
	Consistent with ERC directives* that the existing pricing mechanisms during under-generation and over-generation should be maintained. Such that, these events shall be treated just like other constraint violations. 

* ERC Decision dated 20 August 2020 (and promulgated on 29 December 2020) on ERC Case No. 2017-042RC

	
	
	
	






B. Constraint Violation Coefficients and Pricing Re-runs, Issue 6 (EWDO)

	WESM Manual on Constraint Violation Coefficients and Pricing Re-runs

	Title
	Clause
	Provision
	Proposed Amendment
	Rationale
	Comments
	Proposed Wording based on Comments
	Proponent’s Response
	RCC Agreements

	
	
	
	
	
	Please write general comments here, if any.
	
	
	

	Rationale for Automatic Pricing Re-Runs
	5.1.3.
	The purpose of the automatic pricing re-runs is to ensure that the energy and reserve prices reflect:  

a.	the marginal costs of supplying energy at each node;
b.	the marginal costs of supplying reserves; 
c.	shortage pricing when there is a shortage of supply at a node or regional level; and
d.	excess pricing when there is an excess of supply at a node or regional level.
	The purpose of the automatic pricing re-runs is to ensure that the energy and reserve prices reflect:  

a.	the marginal costs of supplying energy at each node; and
b.	the marginal costs of supplying reserves; 
c.	shortage pricing when there is a shortage of supply at a node or regional level; and
d.	excess pricing when there is an excess of supply at a node or regional level.

	Consistent with the proposed amendment to WESM Rules Clause 3.6.7.2.


	
	
	
	

	Process for Automatic Pricing Re-Runs
	5.2.2. to 5.2.5
	5.2.2.	In case of over-generation and under-generation, the soft constraint shall be relaxed by a very small value (delta) to allow the market dispatch optimization model to find a feasible price. When the results of the market dispatch optimization model reflect a violation greater than delta, then the automatic pricing re-run shall reflect the shortage price for under-generation and excess price for over-generation.
5.2.3 xxx
5.2.4 xxx
5.2.5 xxx
	5.2.2.	In case of over-generation and under-generation, the soft constraint shall be relaxed by a very small value (delta) to allow the market dispatch optimization model to find a feasible price. When the results of the market dispatch optimization model reflect a violation greater than delta, then the automatic pricing re-run shall reflect the shortage price for under-generation and excess price for over-generation.
5.2.3 5.2.2 xxx
5.2.4 5.2.3 xxx
5.2.5 5.2.4 xxx
	Consistent with the proposed amendment to WESM Rules Clauses 3.6.7.3 and 3.10.5.5.


	
	
	
	

	Automatic Pricing Re-Run Parameters
	5.3.1
	The corresponding constraint relaxation formulas for the constraint violation coefficients during pricing re-runs shall be as provided in Table 2 below:
(see next page)
	The corresponding constraint relaxation formulas for the constraint violation coefficients during pricing re-runs shall be as provided in Table 2 below:
(see next page)
	Consistent with the proposed amendment to WESM Rules Clauses 3.6.7.3 and 3.10.5.5.


	
	
	
	





	Provision
	Proposed Amendment
	Comments

	
	Order
	Constraint Violation Coefficient Name
	CVC
	Violation Variable Value
	Delta
	Constraint Relaxation during Pricing Re-Run
	 Re-run  Price[footnoteRef:6] [6:  EDP refers to nodal energy dispatch price; and RP refers to reserve price] 


	xxx
	xxx
	xxx
	xxx
	xxx
	xxx
	xxx

	4
	System Energy Balance Constraint

	1,300,000
	x

	0

	delta

	Excess Price for over-generation


	
	
	
	
	
	
	Shortage Price for under-generation

	xxx
	xxx
	xxx
	xxx
	xxx
	xxx
	xxx




	
	Order
	Constraint Violation Coefficient Name
	CVC
	Violation Variable Value
	Delta
	Constraint Relaxation during Pricing Re-Run
	 Re-run  Price[footnoteRef:7] [7:  EDP refers to nodal energy dispatch price; and RP refers to reserve price] 


	x
	xxx
	xxx
	x
	x
	xxx
	xxx

	4
	System Energy Balance Constraint (Over-generation and under-generation)

	1,300,000
	x

	0
0.1

	x+delta

	EDP AND RP Excess Price for over-generation


	
	
	
	
	
	
	Shortage Price for under-generation

	x
	xxx
	xxx
	x
	x
	xxx
	xxx
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