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 Date Received: 10 January 2022

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                  
	Antonio O. Mercado

	Designation         
	Tariff and Regulatory Affairs Manager

	Company              
	Panasia Energy Inc.

	Company Address               
	3204 B, East Tower, PSE Centre, Exchange Road, Ortigas Center, Pasig City 1605

	Telephone No.                      
	8661-6282

	Fax. No.
	8310-5739

	Email Address
	amercado@mei.com.ph






II. Amendment Information

	
	Proposed Amendments to the (please tick the box):

	|_| WESM Rules   |_| Retail Rules

	
|_| Market Manual:
	
Price Determination Methodology Issue 3.0
Billing and Settlement Issue 8.0

	Topic:

	Additional Compensation of Trading Participant

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

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

[bookmark: _Hlk90908121]The proposed amendments to the WESM Manual on Price Determination Methodology and the WESM Manual on Billing and Settlement are intended to provide additional compensation to qualified Trading Participants whose generating units were scheduled and dispatched in dispatch intervals in which a pricing error notice was issued and a market pricing re-rerun was performed by the Market Operator.

IV. BACKGROUND

Under the current WESM Manuals on Price Determination Methodology and on Billing and Settlement, a Trading Participant may be entitled to additional compensation when the costs incurred in complying with dispatch instructions are not sufficiently covered by the trading amounts related to settlement intervals with dispatch intervals under any of the following conditions: 

a. Market suspension or market intervention; or

b. When the Trading Participant has a generating unit that was designated as must-run unit or constrain-on generating unit as shown in the Dispatch Instruction Report submitted by the System Operator to the Market Operator in accordance with the WESM Rules or relevant market manual; or

c. When the Trading Participant has a generating unit that was scheduled and dispatched as a constrained-on generator in dispatch intervals when price substitution methodology due to congestion was applied; or

d. When a Trading Participant has a generating unit that was scheduled and dispatched in dispatch intervals when price mitigation measure imposed by the ERC or other competent government agency was applied, provided, however, that the entitlement to additional compensation shall be in accordance with the criteria, requirements and procedures set out in the relevant issuance declaring the application of the price mitigation measure.

There are dispatch intervals wherein the initial market prices are considered to be in error due to incorrect, inconsistent or inappropriate input data. In such cases, the Market Operator issues a pricing error notice (PEN) and executes a market pricing re-run. The market pricing re-run is conducted using appropriately revised inputs for the relevant dispatch market run.






However, more often than not, the resulting re-calculated market prices are lower than the initial market prices and lower than the offer prices submitted by the Trading Participant for the quantity scheduled and dispatched for its generating unit. This results in financial losses to the affected Trading Participant since it cannot fully recover its production costs, having no legal or regulatory basis to file for additional compensation.

V. THE PROPOSED RULES CHANGE

The proposed amendments are expected to sufficiently recompense a Trading Participant who is negatively affected by pricing errors and subsequent market pricing re-runs. Pricing errors continue to occur, even with the implementation of the five-minute market. If no additional compensation is forthcoming to the affected Trading Participant, its financial losses will keep on piling up, severely threatening its economic viability.

The changes are in line with the ERC policy which recognizes that additional compensation is crucial in maintaining the economic viability of the power plants and generation companies. Further, the ERC affirms that, by providing additional compensation, it is ensured that the power plants are compensated enough for their short-term cost of production. This ERC policy is expressed in its Decision on ERC Case No. 2017-042 RC approving the Price Determination Methodology.

The proposed amendments will add in the aforementioned market manuals another condition wherein a qualified Trading Participant may be entitled to additional compensation when the costs incurred in complying with dispatch instructions are not sufficiently covered by the trading amounts that it will receive from the WESM for the relevant settlement intervals. Specifically, this condition relates to the instances when the Trading Participant has a generating unit that was scheduled and dispatched in dispatch intervals in which a pricing error notice was issued and a market pricing re-run was carried out by the Market Operator.

The rules change will revise Section 8.3 (Additional Compensation) of the Price Determination Methodology Manual. Moreover, the following sections of the Billing and Settlement Manual will be amended:

a. Section 10.1 – Criteria for Additional Compensation;
b. Section 10.2 – Filing of Claims; and
c. Section 10.3 – Quantity Eligible for Additional Compensation.

The table below encapsulates the proposed amendments:






	WESM Manual
	Section
	Proposed Change

	Price Determination Methodology
	Additional Compensation
	Include pricing error with market pricing re-run as another criterion

	WESM Manual on Billing and Settlement
	Criteria for Additional Compensation
	Include pricing error with market pricing re-run as another criterion

	
	Filing of Claims
	Include qualified Trading Participants affected by pricing error

	
	Quantity Eligible for Additional Compensation
	Specify the quantity eligible for additional compensation for qualified Trading Participants affected by pricing error




VI. BACKGROUND AND DESCRIPTION OF THE PROPONENT

Panasia Energy Inc. is a registered Direct WESM Member - Generator Company since January 19, 2010. It owns and operates the 540-MW Bataan Combined Cycle Power Plant in Limay, Bataan.

Engr. Antonio O. Mercado is currently the Tariff and Regulatory Affairs Manager of Panasia Energy Inc. He has been with the company for almost 10 years. He has more than 30 years of experience in the electricity industry. 

VII. CONCLUSIONS AND RECOMMENDATIONS

The proposed amendments to the WESM Manuals on Price Determination Methodology and Billing and Settlement are aimed to provide additional compensation to qualified Trading Participants who were financially affected when their generating units were scheduled and dispatched in dispatch intervals in which a pricing error notice was issued and a market pricing re-rerun was implemented by the Market Operator. It is imperative that said Trading Participants be adequately compensated in order to sustain their economic viability and continue their participation in the WESM.








REFERENCES

1. WESM Manual on Price Determination Methodology Issue 3.0
2. WESM Manual on Billing and Settlement Issue 8.0
3. ERC Decision on Case No. 2017-042 RC (Price Determination Methodology)
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VIII. Proposed Amendment

A. WESM Manual on Price Determination Methodology

	WESM Manual on Price Determination Methodology

	Title
	Section
	Provision
	Proposed Amendment
	Rationale
	Comments
	Proposed Wording based on Comments
	Proponent’s Response
	RCC Decision

	
	
	
	
	
	Please write general comments here, if any.
	
	
	

	Additional Compensation
	8.3
	8.3.1 A Trading Participant may be entitled to additional compensation when the costs incurred in complying with dispatch instructions are not sufficiently covered by the trading amounts related to settlement intervals with dispatch intervals under any of the following conditions: 
xxx
	8.3.1 A Trading Participant may be entitled to additional compensation when the costs incurred in complying with dispatch instructions are not sufficiently covered by the trading amounts related to settlement intervals with dispatch intervals under any of the following conditions: 
xxx
e. When a Trading Participant was scheduled and dispatched in dispatch intervals in which a pricing error notice was issued and a market pricing re-rerun was performed by the Market Operator in accordance with Section 5.3.1, but the resulting calculated prices were lower than the initial market prices. 
	Add another condition wherein a Trading Participant may be entitled to additional compensation when the trading amounts it has received or will receive in dispatch intervals tagged with pricing error and applied with market pricing re-run are not sufficient to cover its production costs.
	
	[bookmark: _GoBack]
	
	







B. WESM Manual on Billing and Settlement

	WESM Manual on Billing and Settlement

	Title
	Section
	Provision
	Proposed Amendment
	Rationale
	Comments
	Proposed Wording based on Comments
	Proponent’s Response
	RCC Decision

	
	
	
	 
	
	Please write general comments here, if any.
	
	
	

	Criteria for Additional Compensation
	10.1
	10.1.1 In accordance with Section 8.3 of the Price Determination Methodology Manual, Trading Participants may be entitled to additional compensation when the cost incurred in complying with the dispatch instruction are not sufficiently covered by the trading amounts related to settlement intervals with dispatch intervals under any of the following conditions: 
xxx
	10.1.1 In accordance with Section 8.3 of the Price Determination Methodology Manual, Trading Participants may be entitled to additional compensation when the cost incurred in complying with the dispatch instruction are not sufficiently covered by the trading amounts related to settlement intervals with dispatch intervals under any of the following conditions:
xxx
 e) A Trading Participant has a generating unit that was scheduled and dispatched in dispatch intervals in which a pricing error notice was issued and a market pricing re-run was performed by the Market Operator.
	Add another condition wherein a Trading Participant may be entitled to additional compensation when the trading amounts it has received or will receive in dispatch intervals tagged with pricing error and applied with market pricing re-run are not sufficient to cover its production costs.
	
	
	
	

	
	
	10.1.2 In the event that two (2) or more of the conditions occur in the same dispatch interval and a Trading Participant is entitled to additional compensation due to more than one condition, the Trading Participant and the Market Operator shall adhere with the procedures and timelines of the condition with the highest priority based on the following hierarchy: 
xxx
	10.1.2 In the event that two (2) or more of the conditions occur in the same dispatch interval and a Trading Participant is entitled to additional compensation due to more than one condition, the Trading Participant and the Market Operator shall adhere with the procedures and timelines of the condition with the highest priority based on the following hierarchy: 
xxx
e) Claim Category in Section 10.1.1(e)
	Include the condition specified under the new Section 10.1.1(e) in the prioritization hierarchy.
	
	
	
	

	Filing of Claims
	10.2
	10.2.1 Trading Participants shall submit the written claim for additional compensation within the allowable timeframe, as follows: 
xxx
	10.2.1 Trading Participants shall submit the written claim for additional compensation within the allowable timeframe, as follows: 
xxx
e) Qualified Trading Participants in dispatch intervals in which a pricing error notice was issued and a market pricing re-run was performed by the Market Operator – not later than fourteen (14) working days after the posting of the calculated market prices by the Market Operator.
xxx
	Include qualified Trading Participants specified under the new Section 10.1.1(e) in those required to submit the written claim for additional compensation within the allowable timeframe.
	
	
	
	

	
	
	10.2.2 Within a maximum period of sixty (60) business days from the Market Operator’s receipt of the written claim, Trading Participants shall submit the complete documentation that provides sufficient proof regarding the costs incurred, which are limited to fuel cost and variable operating and maintenance costs, which may include start-up and shut down cost. Below is the non-exhaustive list of requirement documents in filing claims for additional compensation: 
xxx
b) Constrained-on generators in dispatch intervals when the price substitution methodology due to congestion was applied, or qualified Trading Participants in dispatch intervals when price mitigation measure was applied, unless a different set of requirements is set out in the relevant issuance of the ERC or competent agency imposing the price mitigation measure – 

i. Actual fuel consumption and inventory report, duly certified by the Vice President of Finance of the power plant applying for additional compensation; 
ii. Purchase Invoices, Official Receipts and other supporting documents; and 
iii. List of Variable Operation and Maintenance Costs supported by photocopies of invoices/receipts. 
xxx
	10.2.2 Within a maximum period of sixty (60) business days from the Market Operator’s receipt of the written claim, Trading Participants shall submit the complete documentation that provides sufficient proof regarding the costs incurred, which are limited to fuel cost and variable operating and maintenance costs, which may include start-up and shut down cost. Below is the non-exhaustive list of requirement documents in filing claims for additional compensation: 
xxx
b) Constrained-on generators in dispatch intervals when the price substitution methodology due to congestion was applied, or qualified Trading Participants in dispatch intervals when price mitigation measure was applied, unless a different set of requirements is set out in the relevant issuance of the ERC or competent agency imposing the price mitigation measure, or qualified Trading Participants in dispatch intervals in which a pricing error notice was issued and a market pricing-re-run was performed by the Market Operator – 

i. Actual fuel consumption and inventory report, duly certified by the Vice President of Finance of the power plant applying for additional compensation; 
ii. Purchase Invoices, Official Receipts and other supporting documents; and 
iii. List of Variable Operation and Maintenance Costs supported by photocopies of invoices/receipts. 
xxx
	Include qualified Trading Participants specified under the new Section 10.1.1(e) in those required to submit complete documentation in filing claims for additional compensation.
	
	
	
	

	
	
	10.2.4 The Market Operator shall inform the requesting Trading Participant of the approval or disapproval of the claim within the following periods reckoned from receipt of the complete documents from the Trading Participant: 

a) For claims under the claim category in Section 10.1.1 (a), (b), and (c) - within fourteen (14) working days; 
xxx
	10.2.4 The Market Operator shall inform the requesting Trading Participant of the approval or disapproval of the claim within the following periods reckoned from receipt of the complete documents from the Trading Participant: 

a) For claims under the claim category in Section 10.1.1 (a), (b), and (c), and (e) - within fourteen (14) working days; 
xxx
	Include qualified Trading Participants specified under the new Section 10.1.1(e) in those whom the Market Operator will inform regarding the approval or disapproval of claims for additional compensation within the stipulated period.
	
	
	
	

	Quantity Eligible for Additional Compensation 
	10.3
	xxx
10.3.2 For claims due to market suspension, market intervention, designation as constrain-on units, implementation of price substitution methodology, or imposition of price mitigation measures unless a different formula is set out in the relevant issuance of the ERC or competent agency imposing the price mitigation measure, the Market Operator shall determine the volume that shall be eligible for additional compensation in accordance with the following formula:
xxx

	xxx
10.3.2 For claims due to market suspension, market intervention, designation as constrain-on units, implementation of price substitution methodology, or imposition of price mitigation measures unless a different formula is set out in the relevant issuance of the ERC or competent agency imposing the price mitigation measure, or issuance of pricing error notice and conduct of market pricing re-run, the Market Operator shall determine the volume that shall be eligible for additional compensation in accordance with the following formula:
xxx
	Include claims due to pricing error and market pricing re-run in the determination by the Market Operator of the volume eligible for additional compensation.
	
	
	
	

	
	
	10.3.3 The scheduled generation of a generating unit that filed a claim for additional compensation shall be calculated using the following formulas: 
xxx
	10.3.3 The scheduled generation of a generating unit that filed a claim for additional compensation shall be calculated using the following formulas: 
xxx
e) If due to pricing error and market pricing re-run, 
SGg,i = (ILg,i + DTg,i)/2  x 1/12
xxx
	Specify the formula that will be used for the calculation of the scheduled generation of a generating unit that filed for additional compensation due to pricing error and market pricing re-run.
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