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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) 631-8734  
	   
I.  Proponent’s Information

	Name                  
	

Oscar E. Ala

	Designation         
	President

	Company              
	Philippine Electricity Market Corporation

	Company Address               
	18/F Robinsons Equitable Tower, ADB Avenue

	
	Ortigas Center, Pasig City

	Telephone No.                      
	(02) 8631-8734

	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:
	
Management of Must-Run and Must-Stop Units Issue 8.0

	Topic: 
	
Effectivity of DOE-Approved Settlement of Displaced Generators

	
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


This proposal is pursuant to the DOE’s directive for PEMC to submit proposed amendments to the current WESM Rules and relevant Market Manual resulting from the ERC Order dated 17 April 2018 dismissing ERC Case No. 2016-159RC regarding the settlement for Displaced Generators. It seeks to: 

1) clarify that the settlement methodology for Displaced Generators, as stated in Section 10 in the current version of the WESM Manual on Management of Must-Run and Must-Stop Units, shall be effective only until commercial operations of the enhanced market design; and
2) remove the terms ‘must-stop unit’ and ‘displaced generators’ and all references thereto in the version of the WESM Rules for enhanced market design 


It should be noted that, per DOE Department Circular No. 2018-04-0007, the subject Manual will be repealed upon commencement of the enhanced market design[footnoteRef:1] to be superseded by the WESM Manuals on Dispatch Protocol and on Price Determination Methodology.  [1:  The implementation and settlement of Must-Run Units for the enhanced market design are prescribed in the DOE-approved WESM Dispatch Protocol Manual and WESM Price Determination Methodology Manual for the new regime.] 


The WESM documents for revision are:

1) WESM Manual on Management of Must-Run and Must-Stop Units Issue 8.0 (version for current market design); and
2) WESM Rules (version for enhanced market design – as amended per DOE DC2019-12-0017 dated 04 December 2019)



IV. BACKGROUND

Pursuant to the DOE’s directive dated 04 April 2013 for the Rules Change Committee (RCC) to propose changes in order to address issues regarding, among others, Must-Stop Units (MSU), the RCC proceeded to develop from then until September 2014 proposed amendments to the WESM Rules and the WESM Manual on Management of Must-Run and Must-Stop Units. Said amendments were promulgated through DOE Department Circular Nos. DC2014-10-0021 and DC2015-11-0016 in 2014 and 2015, respectively.

MSUs are defined as generating units “identified and instructed by the System Operator to reduce the provision of energy due to its non-compliance of the Dispatch Schedule…[footnoteRef:2].” An MSU’s non-compliance would likely result to a displaced generator (DG) who is “…identified and instructed by the System Operator in an Out of Merit Dispatch to reduce the provision of energy specified in its Real Time Dispatch instruction exclusively caused by excess generation due to non-compliance of generators to dispatch instructions…”[footnoteRef:3] [2:  Definition of Must-Stop Units., Glossary, WESM Rules]  [3:  Definition of Displaced Generator., Glossary, WESM Rules] 


The following DOE Circulars approved the following amendments in relation to MSUs and DGs:

	DOE Circulars
	Summary of Approved Amendments

	DOE Circular No. DC2014-10-0021 (24 October 2014)
	WESM Rules:

3.13.14. Settlement Amounts of Trading Participants

The Market Operator shall develop and implement, subject to approval by the ERC, the appropriate pricing and settlement methodology for compensation of trading participants whose generating units are designated as Must-Run Units or identified as Displaced Generators, and the corresponding recovery mechanism for the same. (emphasis supplied)

3.8.8. Sanction of Trading Participants

xxx 

Trading Participants that are not compliant to the Dispatch Schedule or linear ramping assumptions that have been identified by the System Operator to cause the constraining-off of other generating units shall compensate the Displaced Generator or Generators in accordance with the mechanism to be developed by the Market Operator under clause 3.13.14.3. 

	
	WESM Manual on Must-Run and Must-Stop Units Issue 5.0

Addition of terms ‘Must-Stop Unit’ and ‘Displaced Generator’ and new Section 10 providing compensation mechanism for DGs, in which DGs are entitled to be paid equivalent to the difference of its ex-ante quantity and metered quantity multiplied by the ex-post price. The identified corresponding MSU shall pay the DG on a pro-rata basis.


	DOE Circular No. DC2015-11-0016 (12 November 2015)
	WESM Manual on Must-Run and Must-Stop Units Issue 7.0

Revised Section 10 on Settlement of Displaced Generators to clarify compensation mechanism for DGs and the allocation of the settlement amounts to MSUs.



Following the rules change process, the effectivity of the foregoing DOE-approved changes to the Market Rule and Manuals are subject to the ERC’s approval. In this regard, PEMC filed before the ERC the settlement methodology for DGs on 04 August 2016, docketed as ERC Case No. 2016-159RC. Subsequent developments on the matter are summarized below:

	Date
	Activities

	17 May 2017
	· PEMC filed before the ERC a new Price Determination Methodology for the enhanced market design, docketed as ERC Case No. 2017-042RC. 

· The new PDM, which provides for a shortened dispatch interval and ex-ante only pricing among others, essentially superseded the DG compensation mechanism previously filed with the ERC in 2016. The new PDM also provides the settlement for MRUs.


	07 March 2018
	PEMC withdrew its 2016 ERC application (ERC Case No. 2016-159RC) for the settlement of DGs for the following reasons:

“(1) that with the shortened dispatch interval and implementation of the reserve market as provided for in the PDM, intra-hour excess and displaced generation will be significantly minimized since schedules are provided more frequently; and 
(2) the mechanism proposed in the instant case can no longer be applied since the calculation relies on ex-post prices for the determination of imbalance.”
 

	28 March 2018
	DOE promulgation of DC2018-04-0007 approving the proposed amendments to the WESM Rules and WESM Dispatch Protocol Manual for enhanced market design (MRU-MSU Manual was incorporated in the Dispatch Protocol Manual):

· Removed terms ‘must-stop unit’ and ‘displaced generator’
· Deemed MRU-MSU Manual obsolete including settlement of Displaced Generators

	17 April 2018
	The ERC dismissed the 2016 filing (ERC Case No. 2016-159RC) through an ERC Order.


	10 December 2018
	DOE requested PEMC and the RCC through a letter to propose appropriate amendments to the WESM Rules and relevant WESM Manuals for consistency with the ERC Order.

	18 July 2019
	PEMC responded to DOE with an evaluation and recommendation concerning MSUs and DGs based on discussions from the PEMC-IEMOP-NGCP meeting on 06 June 2019:

· Concerns:
· Monitoring and System Operator tagging of MSUs and DGs are impractical.
· MSU and DGs may no longer occur during the new Market Management System regime.

· Recommendations:
· The Market Operator and System Operator shall monitor possible occurrence of MSUs and DGs upon commercial operation of the new MMS.
· Assessment will be conducted if amendments to the Rules and Manuals are necessary based on actual experience in the new regime


	29 August 2019
(received 04 November 2019)
	DOE requested PEMC to propose amendments to the current WESM Rules and Manuals for consistency with the ERC Order.




V. THE PROPOSED RULES CHANGE

In view of the developments on the proposed DG settlement methodology, the proposal intends to revise the following WESM documents.
[bookmark: _GoBack]
A. WESM Manual on Management of Must-Run and Must-Stop Units Issue 8.0
(current version) – Note that this document will be deemed obsolete upon commencement of the enhanced market design. The pricing of MRUs will be provided in the Price Determination Methodology, the dispatching of MRUs will be in the Dispatch Protocol Manual, and the filing of additional compensation will be in the Billing and Settlements Manual.

	Summary of Changes
	Rationale

	Addition of transitory provision in Section 10 

	· To be consistent with the ERC Order on 17 April 2018 dismissing ERC Case No. 2016-159RC
· To clarify that the settlement for Displaced Generators and the corresponding methodology shall be effective only until the commencement of the enhanced market design.



B. WESM Rules (per DOE DC2019-12-0017 – for enhanced market design)

	Summary of Changes
	Rationale

	Deletion of terms “Must-Stop Unit” and “Displaced Generator” in Clauses 3.8.5.6 and Glossary

	· To be consistent with the ERC Order on 17 April 2018 dismissing ERC Case No. 2016-159RC
· The shortened dispatch interval and implementation of the reserve market as provided for in the PDM, intra-hour excess and displaced generation will be significantly minimized since schedules are provided more frequently
· Operationally, the identification of must-stop and displaced generation will be tedious



VI. BACKGROUND AND DESCRIPTION OF THE PROPONENT

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

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

VII. CONCLUSIONS AND RECOMMENDATIONS

In view of the developments on the proposed DG settlement methodology, there is a need to clarify the effectivity of said methodology. PEMC recommends that the proposed amendments be approved for endorsement to the PEM Board.

VIII. REFERENCES

1) WESM Rules for enhanced market design (as amended per DOE DC2019-12-0017 dated 04 December 2019)
2) WESM Manual on Management of Must-Run and Must-Stop Units Issue 8.0
3) WESM Manual on Dispatch Protocol (version for enhanced market design)
4) DOE Circular No. DC2014-10-0021 dated 24 October 2014 
5) DOE Circular No. DC2015-11-0016 dated 12 November 2015
6) ERC Case No. 2016-159RC dated 04 August 2016
7) ERC Order Case No. 2016-159RC dated 17 April 2018
8) DOE Letter to PEMC dated 10 December 2018 (“Dismissal of the Proposed Settlement for the Displaced Generators in the Wholesale Electricity Spot Market”)
9) PEMC Letter to DOE dated 18 July 2019 (“Dismissal of the Proposed Settlement for the Displaced Generators in the Wholesale Electricity Spot Market”)
10) DOE Letter to PEMC dated 29 August 2019 (“ERC Order Case No. 2016-159RC regarding matters on Must-Stop Units and Displaced Generators”)
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IX. Proposed Amendments

A. WESM Manual on Must-Run and Must-Stop Units Issue 8.0 (for current market design)

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

	Settlement of Displaced Generators

	10.0
	Generating plants that do not follow the instructions of the System Operator to reduce their target loading for a particular trading interval and continue to generate shall be tagged as MSUs and shall pay the displaced Generators, if any during the said interval. A list of displaced plants shall be generated by the Market Operator from the Dispatch Deviation Report provided by the System Operator. Displaced plants will be identified using the WMOT in the interval where an MSU was tagged by the System Operator. The Market Operator will facilitate the process of payment to the Displaced Generators by the corresponding MSUs in accordance with the formula stated in this Manual. Any adjustment in the settlement shall be included in the final billing statement.
	This section shall be effective only until the commencement of the enhanced market design to be determined by the DOE.

Generating plants that do not follow the instructions of the System Operator to reduce their target loading for a particular trading interval and continue to generate shall be tagged as MSUs and shall pay the displaced Generators, if any during the said interval. xxx
	To align with ERC Order on the disapproval of the settlement for Displaced Generators.

	
	
	
	












B. WESM Rules (as amended per DOE DC2019-12-0017 dated 04 December 2019)

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

	Dispatch Conformance Standards
	3.8.5.6
	In cases when a generating unit was identified as a Must-Stop Unit, the System Operator shall include such in the Dispatch Deviation Report.
	In cases when a generating unit was identified as a Must-Stop Unit does not comply with its dispatch schedule, the System Operator shall include such in the Dispatch Deviation Report.
	· To align with ERC Order on the Disapproval of payment mechanism for Displaced Generators. This is consistent with Section 14.4.2 of the Dispatch Protocol Issue 13.

· To ensure that the System Operator shall still document non-compliant generating units in its regular Report.
	
	
	
	

	Glossary
	
	Must-Stop Unit (MSU). A generating unit identified and instructed by the System Operator to reduce the provision of energy due to its non compliance of the Dispatch Schedule to address or prevent possible threat to the System Security requirements of the Grid.
	Must-Stop Unit (MSU). A generating unit identified and instructed by the System Operator to reduce the provision of energy due to its non compliance of the Dispatch Schedule to address or prevent possible threat to the System Security requirements of the Grid.
	To align with ERC Order on the Disapproval of payment mechanism for Displaced Generators.
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