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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 is 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) 631-8734  
	   
I.  Proponent’s Information

	Name
	OSCAR E. ALA

	Designation 
	President

	Company        
	Philippine Electricity Market Corporation

	Company Address               
	18F Robinsons Equitable Tower, Ortigas Center,

	
	Pasig City

	Telephone No.                 
	8631 8734

	Fax. No.
	

	Email Address
	oeala@wesm.ph






II. Amendment Information

	
	Proposed Amendments to the (please tick the box):

	|X| WESM Rules   |_| Retail Rules

	
[bookmark: Check28]|_| Market Manual:
	


	
Topic: 
	
Authority of ERC to issue Rules on the Distribution of Net Settlement Surplus/Deficit 

	
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

The proposed rules change is to update the WESM Rules to clarify the ERC’s authority to issue, motu propio, rules on the distribution of net settlement surplus/deficit (NSS/NSD). 


IV. BACKGROUND

WESM Rules Clause 3.13.16 provides the treatment of net settlement surplus (NSS) or deficit (NSD) of WESM settlement transactions and requires that these shall be clearly accounted for. It includes provisions stating that the Market Operator may use the NSS to 1) fund NSD; 2) establish and support the market for Financial Transmission Rights (FTR); or 3) flow it back to Market Participants in accordance to procedures approved by the PEM Board.

The NSS Manual sets the detailed procedure for the allocation of the net settlement surplus in the WESM. It is reviewed and amended through the WESM rules change process, undergoing approvals from the Rules Change Committee (RCC), PEM Board, and, since 2015, the DOE. Amendments to the calculation and distribution of NSS/NSD are then filed by PEMC to the ERC, for final approval. In its issuance, the ERC approves amendments to its NSS Rules. If the ERC adopts additional changes, these are reflected by PEMC in the revised NSS Manual.

The NSS Manual was first approved and released by the PEM Board in 2006[footnoteRef:2] in compliance with the ERC directive[footnoteRef:3] for PEMC to formulate procedures for redistribution of the NSS, and the WESM Rules Clause 3.13.6.3 (d). It was amended in 2014[footnoteRef:4] to be consistent with the 2009 ERC Rules for the Distribution of Net Settlement Surplus[footnoteRef:5] and to address audit findings, which required the NSS Manual (then Issue 1) to be harmonized with the 2009 ERC NSS Rules.  [2:  PEM Board Resolution No. 2006-51]  [3:  ERC Decision dated 21 June 2006, In the Matter of the Application for Approval of the Price Determination Methodology for the Philippine Wholesale Electricity Spot Market, ERC Case No. 2006-007 RC]  [4:  PEM Board Resolution No. 2014-41]  [5:  ERC Resolution No. 06 Series of 2009] 


The current version (Issue 3) includes amendments approved by the DOE[footnoteRef:6] in 2017 and the ERC on 20 February 2018.[footnoteRef:7] The current implementation of NSS calculation and allocation is guided by this NSS Manual and said 2018 ERC NSS Rules. [6:  DOE Department Circular No. 2017-04-0005]  [7:  ERC Resolution No. 1, Series of 2018] 


On 23 October 2019, after public consultations in August 2019, the ERC issued Resolution No. 7, Series of 2019, revising the NSS rules it previously issued with a view to promoting transparency and ensuring the correct implementation of flow back calculations and NSS settlements. The implementation of this amended NSS rules is subject to the completion of the enhancements and audit of the NSS tool of the Market Operator for the current market design, i.e. 1-hour trading interval.


V. THE PROPOSED RULES CHANGE

In consideration of the latest issuance of the ERC on NSS, this proposal amends the WESM Rules to clarify that the ERC has the authority to, motu propio, issue amendments to the calculation and flow back of NSS/NSD as reflected in its NSS Rules. 

This proposal also clarifies that any changes to the possible uses of net settlement surplus by the Market Operator (MO) shall undergo the WESM rules change process. 

In view of the foregoing, the proposed amendments to the WESM Rules are as follows:

	Topic/ Sections
	Current Provision
	Proposed Amendments

	1. Authority of ERC to approve NSS Rules / New Clause 3.13.16.4 (current market); New Clause 3.13.12.4 (enhanced market)
	(new)
	Reflect ERC’s authority to approve NSS rules.

	2. Authority of ERC to revise NSS Rules / New Clause 3.13.16.5 (current market); New Clause 3.13.12.5 (enhanced market)
	(new)
	Reflect ERC’s authority to revise the NSS rules, motu propio. The MO shall then revise the NSS Manual, accordingly.




VI. BACKGROUND AND DESCRIPTION OF THE PROPONENT

The proponent is the Philippine Electricity Market Corporation (PEMC), which acts as the governing body of the WESM.

Executive Officers:

Oscar E. Ala – President
Rauf A. Tan – Chief Governance Officer
Elaine D. Gonzales – Head, Internal Audit / Acting Head, Market Assessment Group
Hazel M. Gubaton-Lopez – Head, Enforcement and Compliance Office
Marian Venussa S. Dela Fuente – Head, Legal / Corporate Secretary
Clares Loren C. Jalocon – Head, Corporate Planning and Communications
Patrick S. Fernandez – Head, Information Systems and Technology
Ma. Rene Ann Lourdes A. Garcia-Matibag – Head, Corporate Services


VII. CONCLUSIONS AND RECOMMENDATIONS

The ERC has the authority to issue rules on NSS/NSD. In this regard, PEMC recommends amending the WESM Rules to reflect this and to ensure that the MO’s calculation and distribution of NSS/NSD are consistent with the ERC’s NSS Rules. 


VIII. REFERENCES

1. WESM Rules (current and enhanced market design)
2. Market Manual on Management of Net Settlement Surplus Issue No. 3
3. ERC Resolution No. 07, Series of 2019
4. ERC Resolution No. 01, Series of 2018
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IX. Proposed Amendment

	A. WESM Rules (current market design)

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

	Treatment of Remaining Settlement Surplus
	
	(new)
	3.13.16.4 The calculation and flow back mechanism of net settlement surplus or deficit shall be approved by the Energy Regulatory Commission (ERC) as prescribed in its Rules for the Distribution of Net Settlement Surplus.

	· Reflect the ERC’s authority to approve the rules for calculation and flow back mechanism of NSS/NSD.
	
	
	
	

	
	
	(new)
	3.13.16.5 The ERC may issue changes to the flow back of the net settlement surplus or deficit to Market Participants. Such changes shall be reflected in the procedures referred to in Clause 3.13.16.3 by the Market Operator in accordance with the Rules change process in chapter 8.

	· Reflect the ERC’s authority to amend, motu propio.
· Ensure that the amended NSS Rules are reflected in the NSS Manual.
	[bookmark: _GoBack]
	
	
	


Note: For convenience, please underline and put in bold letters the proposed changes to the Market Rules or Manual. 


	B. WESM Rules (enhanced market design)

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

	Treatment of Remaining Settlement Surplus
	
	(new)
	3.13.12.4 The calculation and flow back mechanism of net settlement surplus or deficit shall be approved by the Energy Regulatory Commission (ERC) as prescribed in its Rules for the Distribution of Net Settlement Surplus.

	· Reflect the ERC’s authority to approve the rules for calculation and flow back mechanism of NSS/NSD.
	
	
	
	

	
	
	(new)
	3.13.12.5 The ERC may issue changes to the flow back of the net settlement surplus or deficit to Market Participants. Such changes shall be reflected in the procedures referred to in Clause 3.13.12.3 by the Market Operator in accordance with the Rules change process in chapter 8.

	· Reflect the ERC’s authority to amend, motu propio.
· Ensure that the amended NSS Rules are reflected in the NSS Manual.
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