MINUTES OF THE 29" MEETING OF THE RULES CHANGE COMMITTEE

Date : 02 December 2009
Time { 9:30 A.M.
Venue d PEMC Board Room

18" Floor, Robinsons-Equitable Tower
Ortigas Center, Pasig City

MEMBERS PRESENT:

Gloria P. Gerilla-Teknomo -
Cherry Aquino-Javier -
Ralph T. Crisologo -
Liberty Z. Dumlao -
Alfredo L. Licudine -
Vicente C. Sioson -
Jose P. Santos -
Conrado D. Pecjo -
Raul Joseph G. Seludo -
Robinson P. Descanzo -

MEMBERS NOT PRESENT:
Epictetus E. Patalinghug -

ALTERNATE MEMBERS PRESENT:

Ciprinilo C. Meneses -

OTHERS PRESENT:

Ruth C. Perez -
Meleusipo E. Fonollera, Sr. -
Carlito C. Claudio -
Edgar Graciolo F. Alcazar -
Sheila P. Ingco -
Ma. Cristina T. Suralvo -
Hilary Romeli C. Florendo -
Mark Anthony C. Andrada E
Celina R. Encarnacion =
Patrick S. Fernandez -
Isidro E. Cacho, Jr. -
Arnel N. Almaden -
Elizabeth Milo -

SECRETARIAT

Ma. Delia B. Arenos -
John Mark S. Catriz -
Karen D. Abregana -
Rheinhart O. Banogon -
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In the absence of the Acting Chairperson Professor Epictetus E. Patalinghug, the Rules Change
Committee designated Ms. Gloria P. Gerilla-Teknomo as the Presiding Officer for the 29" RCC
Meeting. After determining the presence of a quorum, the 29" meeting of the Rules Change
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Committee was called to order by Ms. Teknomo, at about 9:30 A.M. The following agenda items were

discussed:

1. Adoption of the Provisional Agenda

The Provisional Agenda for the 28" RCC Meeting was presented and approved.

2. Reading and Approval of the Minutes of the 28" RCC Meeting

The Minutes of the 28" RCC meeting was presented and approved, as amended.

3. Matters Arising from the Previous Minutes

a. Presentation on Board Structure and Processes

Following the RCC’s request during its 28" Meeting, PEMC Corporate Secretary Atty.
Claudette G. Ubaldo presented, for the information of the RCC, the current structure and
composition of as well as the business processes practiced by the interim PEM Board.

Atty. Ubaldo also informed the RCC that the Board recently approved to have DOE
representative to sit as resource person in all PEM Board Committees and Subcommittees.

4. Main Business

Issues/
Topics Discussed

Remarks

Agreement/
Action ltem

A. PEMC
Manifestation
on MRU

Atty. Celina R. Encarnacion wanted to be clarified on
the reason or issues behind the inclusion of PEMC
Manifestation on MRU in the RCC agenda.

Mr. Ralph Crisologo explained that the RCC wanted to
be clarified on the way the RCC has been cited in
PEMC Manifestation on MRU as one of the reasons for
the delay in PEMC’s submission to the ERC of the
Detailed Protocol for the Determination of MRU.

Atty. Encarnacion cited Paragraphs 3-5 of the
Manifestation, which explain the suspension of RCC
proceedings. She also explained that PEMC has to
make its filings with the ERC and explain why PEMC
has not been able to comply within the regulatory time
period.

Ms. Cherry Javier pointed out that since the Detailed
Protocol of MRU is still not on the table of the RCC, the
RCC is thus not the reason for the delay, to which Mr.
| Crisologo seconded that it should have been clarified

The RCC agreed to
request the SO to give
a presentation on the
Detailed Protocol of
the Must Run Units
during the next RCC
meeting.

Page 2 of 17




Minutes of the 29" Rules Change Committee Meeting MIN-RCC-10-01
02 December 2009

Issues/ Remarks Agreement/
Topics Discussed Action ltem

in the Manifestation.

Mr. Crisologo inquired whether the ERC directive was
directed to PEMC or SO.

Atty. Encarnacion clarified that the ERC order to
submit a Detailed Protocol was directed to PEMC.

Mr. Raul Seludo emphasized that the SO will just be
presenting to the MO its internal process flow for the
designation of MRU, which will be subsequently
integrated in the WESM Manual. Mr. Seludo informed
the RCC earlier that the SO process flow was already
presented to the MO and SO during the MQO-SO
Coordination Meeting on 06 October 2009.

Atty. Liberty Dumlao further clarified the detailed
protocol will not originate from PEMC, thus PEMC has
to coordinate with the SO through the MO-SO
Subcommittee. The detailed protocol will then be
incorporated in the WESM Manual, which will have to
pass through the RCC for approval.

Mr. Crisologo proposed to have the detailed protocol of
the SO be presented in the next RCC meeting

Following Mr. Crisologo’s proposal, the RCC agreed to
request the SO to give a presentation on the Detailed
Protocol of the Must Run Units during the next RCC

- meeting.

B. Proposed
Changes to
the WESM
Rules and
PEM Audit
Manual
Concerning
Software
Changes

During its 28" meeting, the RCC agreed to defer the
approval of the Proposed Changes to the WESM Rules
and PEM Audit Manual concerning Software Changes,
pending the incorporation of the following comments
raised by the RCC:

e Define Urgent and Minor Software Changes in
the WESM Rules

* Request the PEM Audit Committee (PAC) to
review whether the 3-month period is sufficient
time to conduct a special audit of an urgent
software change;

* Delete proposed Section 10.5.9, which pertains
to PEM Board and Market Operation Liability,
but to request comments and inputs from Legal

The RCC approved
the proposed changes
to the WESM Rules
and PEM Audit
Manual concerning
Software Changes, as
amended.
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on the merit of such recommendation;

¢ Proponent to submit a Discussion Paper

Following the RCC’s request for the Proponent to
submit a Discussion Paper, Mr. Patrick S. Fernandez
submitted a Discussion Paper based on the format
provided by the RCC Acting Chairperson, copies of
which were furnished to the body.

On RCC'’s request to define Urgent and Minor Software
Changes in the WESM Rules, Mr. Fernandez
presented and briefly discussed to the body the new
provision under Section 5.2.6.2.1 in the WESM Rules
which defines the Urgent and Minor Software
Changes.

In response to RCC’s request to review the 3-month
pericd, the PAC commented that the three-month
period should be sufficient provided that there is a
retainer agreement with a local auditing firm and that
the PEMC has an Internal Audit staff that has IT Audit
expertise. The PAC recommended, however, having a
provision in the Manual stating that the PAC can ask
for another three-month extension.

Taking into consideration the PAC’s recommendation,
the RCC agreed to provide a six-month period for the
conduct of special audit of an urgent software change
under Section 10.5.7(b).

The Secretariat furnished the body a copy of PEMC
Legal’s response and/or comments to RCC’s proposal
to delete proposed Section 10.5.9. The following points
were raised:
¢ Minor changes will not give rise to a case
against the PEM Board or the Market Operator
as the changes do not affect market
participants

¢ Urgent changes are mandated to be performed
sc PEMC should not bear the risks of
implementing these changes

e Incorporation of exemptions from liability are
not uncommon in contracts or manuals
especially for highly technical or novel
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developments
e Removal of provision might lead to an

incongruous situation wherein the participants
are, in effect, suing themselves (the PEM Board
represent the industry, the sector and the
company to which they are connected to)

The RCC, however, agreed to stand by their decision
to delete proposed Section 10.5.9, which they believe
limits the liabilty of the PEM Board and Market
Operator. The RCC further agreed that the resolution
of the Committee to remove the proposed Section
10.5.9 be elevated to the PEM Board and to leave
within the PEM Board's discretion whether to remove
or not the said section.

The RCC approved the proposal with the following
amendments:
a. Incorporation of the definition of Minor and
Urgent Software Changes in the WESM Rules

b. On Section 10.5.7(b), provided three-month
extension for the conduct of special audit of an
urgent software change as the original proposal
provides the conduct of software audit within
the period of three months

c. Deletion of proposed Section 10.5.9 pertaining
to PEM Board and Market Operation Liability.

C. Proposed
Changes to
the WESM
Rules on
Renewable
Energy
Resources

Technical Committee (TC) Chairman Mr. Meleusipo E.
Fonollera presented the proposed changes to the
WESM Rules on Renewable Energy Resources, for
discussion and approval of the body. Copies of the
proposal as well as its corresponding discussion paper
were furnished to the RCC.

The following were the highlights of the presentation as
well as the points/concerns raised by the body on the
proposed amendments:

e On Section 1.2.2(i), Mr. Vicente C. Sioson
recommended to retain the phrase “with the Act” in
the proposed amendment as the Act refers to the
EPIRA from which the WESM Rules emanated.

e Deletion of Section 2.3.1.2 (a) (3). The TC
proposed to delete the 3° classification of

The body agreed that
the proposed
amendments need
further discussion and
agreed on the
following points:

¢« RCC to expand
definition of non-
scheduled

generating units.

e RCC to submit
their respective
comments on the
proposed
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generating units which is RE generating unit with amendments,

intermittent energy resource since it already falls
under the non-scheduled generating unit
classification.

+ Mr. Robinson P. Descanzo agreed with the
TC’s proposal to delete RE generating unit as
the 3" classification of generating units. He
suggested, however, to revise the definition of
non-scheduled generating unit to allow the
Renewable Energy with Intermittent Energy
Resource (RE-IER) to be considered as non-
scheduled generating unit.

Mr. Descanzo cited Section 2.3.1.4 of the
WESM Rules which states that: “A generating
unit or a group of generating units connected at
a common connection point with a nameplate
rating and a combined nameplate rating of less
than one tenth of one percent of the peak load
in a particular reserve region, or less than ten
percent of the size of interconnection facilities,
whichever is lower, shall be classified as a non-
scheduled generating unit, but may at its option
be classified as a scheduled generating unit.”

Mr. Descanzo commented that under the RE
Law, run-of-river plants are classified as RE-
IER. However, under the current definition of
non-scheduled generating units, run-of-river
plants no longer qualify as such since they are
big capacity plants.

Mr. Vicente Sioson commented that the proposed
definition of RE generating unit with intermittent
energy resource, which alludes that it can be
considered as non-generating unit at any capacity,
violates the technical limit set forth in the definition
of the non-scheduled generating unit.

Mr. Carlito Claudio clarified that generating units
(including conventional and RE generating units)
with capacity of less than 1/10" of 1% of system
demand, which is equivalent to 7 MW, will
automatically be classified as non-scheduled
generating units. Regular RE generating units with
capacity of more than 7 MW will automatically be
classified as scheduled generating unit. Cn the
other hand, RE generating units with intermittent

particularly on the
definition of non-
scheduled
generating  units,
through electronic
mail.

Secretariat to
furnish the NREB
a copy of the
proposed

amendments  for
comments after
finalization and
approval of the
proposal.
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