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Professor Epictetus E. Patalinghug (l%mw—yd irfe 'fh"nr _
Chairman PHILIPPING O 0 T8
PEMC Rules Change Committee i
18/F Robinsons Equitable Tower, ADB Avenue,
Ortigas Center, Pasig City

This is with regards to the comments of ERC and PEMC on the Aboitiz Power Corporation’s
("APC”) proposed amendments to the Wholesale Electricity Spot Market ("WESM”) Manuals
on the “Must Offer Rule”. Please find below our comments;

1. Coal constraints such as coal supply and guality — As stated during the RCC meeting,
there are extraordinary events that lead to reduction in generation capacities due to

limitations in the coal supply and coal quality. These extraordinary or unforeseen events
are not within the control of the generation company. High sulfur content, low calorific
values, wet coal, coal shipping problems are examples of non-commercial issues that
impact the generation capacity. We are amenabile to providing the necessary
documents to prove that such extraordinary or unforeseen event a) has occurred and b)
has severely impacted the generation capacity.

2. Trading participants may opt to cancel their bids/offers when the total generation

offers are 5% above the total demand requirement. The cancellation of the bids must
be approved by the Systerm Operator (“SO”) and if the cancellation request is not

approved, then the trading participant is compensated based on the Must Run Unit
{“MRU"} rules — We are amenable to increasing the cancellation trigger to 10% above
system demand, which is above the day-ahead load forecast error as stated by PEMC.
We believe that the SO should be involved since the SO knows the generation schedules,
planned and unplanned downtimes, and system requirement. The SO is already highly
involved in real time dispatch since it revises the WESM dispatch schedule and MRU.

We believe that the concerns on load fluctuations should be addressed by ancillary
services. We believe that if the cancellation is not approved, the SQ operator has put
the generator on Must Run status and therefore must be paid based on MRU. Note that
cancellation of offers creates significant risk to the generator since the generator may
not be online when WESM prices are reasonably high, thus it is not a scheme for market
abuse. it merely addresses the inefficiency of the system when high-priced
diesel/bunker plants are being run at PMIN when in fact cheaper base load plants can be
dispatched at a higher load.
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3. Fast start penerators such as diesel, simple cycle gas turbines and hydro plants, that
can meet the RTD schedules within the required interval/hour, can revise or cancel
their offers 30 minutes prior to the initial interval — We suggest that the Market
Operator issue a market advisory showing the base load capacity. We are open to
changing cancellation timetable to 1 hour before the trading interval (closing of bids).
Note that the proposal is based on providing proper compensation, incentives, and
signals to investors as fast start generators are needed by the grid.

4. From its synchronization to the start of the next trading interval, the generating unit
shall be paid based on th nerating unit’s short run marginal cost — PEMC
acknowledges that generators need to recover start up costs and that such costs may
not be recovered under the current rules. We believe that PEMC's concern on price

“distortion is not a distortion but a price that is reflective of reasonable pricing and '
recovery. We believe that incorporating and spreading the costs across the next block
offers does not address the problem when the generating unit is kept running at PMIN
and therefore no recovery. We are open to revising the payment based on the
generation offers for PMIN. We are open to discussing PEMC’s PMIN de-commitment
rules.

in a competitive market environment to occur, we believe that market participants should a)
be compensated and paid properly and b) be given the opportunity or flexibility to offerits
generation. Itis the “Must Offer” Rules that limit the rights and capability of the market
participants to compete and creates an uneven playing field in a market environment. We
are open to discussion on other possible solutions to the problem and that the problem can
be solved.

. For your consideration.

WESM Compliance Officer
Aboitiz Power Corporation
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