Republic of the Philippines
DEPARTMENT OF ENERGY

(Kagawaran ng Enerhiya)

DEPARTMENT CIRCULAR NO._ DC2022-0¢ - po .1.5!‘..

ADOPTING FURTHER AMENDMENTS TO THE WHOLESALE ELECTRICITY SPOT
MARKET (WESM) MARKET MANUAL ON BILLING AND SETTLEMENT

(Provisions on Additional Compensation Process)

WHEREAS, Sections 30 and 37(f) of the Electric Power Industry Reform Act (EPIRA)
provides that the Department of Energy (DOE), jointly with the electric power industry
participants, shall establish the Wholesale Electricity Spot Market (WESM] and
formulate the detailed rules governing the operations thereof,

WHEREAS, Sections 30 and 43(c) of the EPIRA mandates the ERC to review and
approve the price determination methodology (PDM) for the electricity spot market
and enforce the rules and regulations goveming the operation of the same including
its activites and participants, for the purpose of ansuning a greater supply and rational
pricing of elactricity,

WHEREAS, on 28 June 2002, the DOE, with the endorsement of the electric power
industry participants, promulgated the WESM Rules through Department Circular No.
DC2002-06-003, as amended, which provides that any changes, amendments, and
medifications to the WESM Rules including its Market Manuals shall be undertaken in
accordance with the provisions of Chapter 8 thereof,

WHEREAS, Section 30 of the EPIRA also provides that the Price Determination
Methodology (PDM) contained in the WESM Rules shall be subject to the approval of
the Enargy Regulatory Commission (ERC);

WHEREAS, on 23 October 2015, tha DOE thru Department Circular No, DC2015-10-
0015, adopted enhancements to WESM design and operations which include among
others the change from a 1-hour dispatch interval to a 5-minute dispatch interval and
likewise directed the Philippine Electricity Markel Corporation (PEMC) to secure tha
approval of tha ERC as regards any changes to the PDM.

WHEREAS. on 20 March 2017, the DOE promulgated Department Circular No. 2017-
03-0001 approving the PDM submitted by PEMC as a WESM Rules Change Proposal;

WHEREAS, on 29 December 2020, the ERC promulgated its decision dated 29
August 2020 on ERC Case No. 2017-042RC approving tha PDM for the enhanced
WESM design and operations which provide. among others, its approval on  the
pricing and settlement formulas to be applied in the five-minute dispatch interval
market and further guidelines in the processing of additional compensation claims;
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WHEREAS on 22 November 2021, in compliance with Chapter 8 of tha WESM Rules,
the Philippine Electricity Market Board, after due process. endorsed for the DOE's
approval its proposed amendments 1o the Markel Manual on Billing and Settlement;

WHEREAS, the DOE to ensure transparency and solicit comments and
recommendations from eleciric power Industry participants, posted the draft
Department Circular at the DOE website starting 23 February 2022 and conducted
virtual public consultations on 15-18 March 2022 covering Luzon, Visayas and
Mindanao,

MOW THEREFORE, after careful review of the proposed amendments and the
comments and recommendations received on the samea, the DOE, pursuant to ils
authority under the EFIRA and the WESM Rules, hereby adopts, issues, and
promulgates the following:

Section 1. Amendments to the Market Manual on Billing and Settlement. The
fellowing provisions of the Market Manual on Billing and Setflement Issue & 1 are
hereby amended;

Section 10 FILING OF CLAIMS FOR ADDITIONAL COMPENSATION
00N K00 XK
10.1 CRITERIA FOR ADDITIOMAL COMPEMNSATION

10.1.1 In accordance with Section B3 of the Price Determination Methodolagy
Manual, Trading Parficipants may be entifled to additonal compensation when
the cost incumred in complying with the dispatch msfruction are not sufficiently
coverad by the trading amounts, related to sefffernent intervals with dispalch
intervals under any of the following conditions:

a) Markel suspension or Market Intervention. or

When the Trading Parficipant has a generating uni that is designated as
must run unit or constrain-en generating unit as shown in the Dispatch
Instruction Report submitted by the Systerm Operafor to the Marke!
Operator in accordance with the WESM Rules or relevant marke!
manual. or

b}  When the Trading Participant has a generaling unit that was scheduled
and dispatched as a constrained-on generator in dispateh intervals when
price substitution methodology due to congestion was applied: or

€} A Trading Participant has a generating unif that was scheduled and
dispatched in dispalch intervals when price mitigation measure imposed
by the ERC or other competent government agency was applied may
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also be entitled to additonal compensation in accordance with and
subject to the conditions sat out in the |ssuance of the ERC or the
competent governmen! agency that imposed the price mitigation
measure. In case of conflict between the provisions of this Marke!
Manual and said issuances in respect to payment of compensation to
affected Trading Participants, the latter issuances shall prevall

10.1.2 In the event that two (2) or more of the conditions occur in the same dispaich
inferval and a Trading Participant is entitled to addibonal compensation due to
more than one condition, the Trading Parficipan! and the Marke! Oparafor
shall adhere with the procedures and timelines of the condition with the
highest priority based on the following hierarchy.

aj
=}
c}
d)

Claim category in Section 10.1 1(a)
Claim category in Section 10.1.1(d)
Claim category in Section 10.1 1{c)
Claim category in Section 10.1 1({b)

10.2 FILING OF CLAIMS

10.21 Trading Participants shall submit the written claim for additional compensation
within the allowable timeframe and basis of computation, as follows:

10.2.2,

DCR0aa-
WESHK]

a)

b}

d)

Marke! suspansion or marke! intervention — not later than fourteen (14)
working days after the issuance of the WESM final statemant bill and
saftlement data.

Must-run unit or constrain-on generating unit — within one (1) year from
the time the alfected Trading Participan! complied with dispatch
instructions as must-run unil or consirain-on generating unit,

Constrained-on generators in dispatch intervals when the price
substitution methodology due to congestion was applied — not later than
fourteen (14) working days after the issuance of the WESM final
statement bill and settiement data

Qualified Trading Parficipants in dispateh infervals when price mitigation
measure was applied — not later than fourteen (14) working days after
the issuance of the WESM final statement bill and settiement data

Any claims not filed within such perlod shall be deemed waived

Within a maximum period of sixty (80) 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
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{WESM)

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 documants in filing claims for additional
compensation:

a) Market suspension, market infervention, musi-run unit or consirain-on
genaraling unit =

I Certified comect Fuel Consumption and Inventory Report;

l. Purchase Invoices. Official Receipts and other supporting
documents, and

ii. ERC-approved rate or List of WVariable Operation and
Maintenance Costs supported by photocopies  of
invoices/racaipts.

b) Constrained-on generafors in dispatch intervals when tha price
substitution methodology due to congestion was applied or qualified
Trading Participants in dispatch infervals when price mitigation measure
was applied, unless a different set of requirements is set out in the
relevant issuance of the ERC or competent govemment agency
imposing the price mitigation measura, -

I Actual fuel consumption and inventory report, duly certified by the
Vice President of Finance of the power plant applying for
additional compansation:

. Purchase Inveoices, Official Receipts and other supporting
documents; and

il List of Variable Operation and Maintenance Costs supported by
photocopies of invoices/recaipts

The Trading Participant shall also ensure that any data or document required
from the System Operafor or other WESM Service Providers, as may be
applicable, shall be submitted to the Market Operator within the same sixty-
business day period.

The Market Operator may allow submission of electronic or scanned copy of
documents, provided that physical copy of the required documents shall also
be submitted. Final validation shall be done only after receipt of the physical
copy of the documents within the same sixty-business day period.

Any data or document submitted after the prescribed period shall not be used
by the Market Operafor as basis for additional compensation.
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1023 The Marke! Operator shall determine validity of the claim and the costs

10.2.4

incurred based on the aforementioned supporting documents

The Market Operator shall inform the requesting Trading Participant of the
approval or disapproval of the claim within the following penods 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 (g] -
within fourteen (14) working days,

b}  For claims under the claim category in Section 10.1.1 (d) - within thirty
(30) business days, unless a different period is set out in the relevant
issuance of the ERC or competent governmeant agency imposing tha
price mitigation measure.

If the claim or part of the claim is approved, the approved portion of the claim
shall be allocated and billed in accordance with Sections 10.4.3 and 10.4.4,

If the claim or part of the claim is disapproved, the Trading Parficipant may
seek due recourse in accordance with pertinent WESM Rules and Markel
Manuals

10.3 QUANTITY ELIGIBLE FOR ADDITIONAL COMPENSATION

10.3.1

For claims due to designabon as must-run units, the Market Operator shall
determine the must-run unit quantity or volume that shall be efigible for
additional compensation in accordance with the relavant provision under
Saction B.3 of the Price Determination Methodology Manual and Section 17
of the Dispatch Protocol Manual

10.3.2 For claims due to market suspension, market intervention, designation as

DC2022- -

constrain-on units, implementation of price substitutbon methodology, or
imposition of price mitigation measures unless a different formula is set out in
the relevant issuance of the ERC or competent government agency imposing
the price mitigation measure, the Marke! Operafor shall determine tha volume
that shall be eligible for additional compensation in accordance with the
following formula;

a) If the actual generation of the generaling unit GESQy, s less than or
equal to its scheduled generation plus the allowable deviation, SG; +
Max{1,(1.5%xSGy)].

ACQ,; = GESQ,, - Z BCQya; — ASIE,,
[
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If the actual generation of the generating unit is more than its scheduled
generation plus the allowable dewviation,

ACQg; = SGg, ~ Z BCQgs, — ASIE,,
=

Where:
ACQq refers to the additional compensation quantity of generating
unit g for dispatch interval i
GESQgrefers to the gross energy setflement quantity of generating
unit g for dispatch interval i
BCQgn, refers to the bilateral contract quantity of generating unif g to
buying frading participant b for dispatch interval |
B set of all buying Irading parficipants that generaling unit g has
a contract with
ASIE;, refers to the ancillary services incidental energy of generating
unit g for cispateh interval i
S0 refers to the scheduled generation of generating unit g for
dispatch inferval | calculated in accordance with Saction
10.3.3

10.3.3 The scheduled generation of a generating unit that filed a claim for additional
compensation shall be calculated using the following formulas:

aj

B)

c)

d)

DC2023- -«

If due to declaration of market suspension or market intervention,
{DT!j__l + DTI,] i l

SG,, =
B! 2 12

If due to designation as constrain-on unit,

(TLgy +DI) 1
5Gy; = X —
'F’ 2 12

If due to scheduling and dispatch as a constrained-on unit during price
substitution methodology.,

_(ng+p7,) 1
2 12

SG,,

If due to imposition of a price mitigation measure, unless a different
formula is set out in the relevant issuance of the ERC or competent
governmeant agency imposing the price mitigation measure,
IL,, + DT, 1
SGy o (g +DTg) 1
2 12
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Wherns:

S5Gy.

DTIn.I

refers to the scheduled generation of generating unif g for
dispatch interval i

refers to the most recent dispatch target either basad on the
dispalch schedule from the Marke! Operalor or a dispaich
nstructhon from the System Operalor received by generating
unit g for dispaich inferval |

DTawr  refers to the most recent dispatch target sither based on the

ILgi

Dig,

dispalch schedule from the Marke! Operalor or a dispalch
instruction from the System Operator received by generating
umit g for the immediately preceding dispafch inferval of
dispalch interval |

refers to the initial loading of generating unit g as determined
by the Markot Management System for dispatch interval |
refers o the most recent dispatch instruction from the System
Operator received by generating unit g for dispatch interval i

10.3.4 In the event that the scheduling point of the generating unit is not at the same
location as its market rading node, the Market Operator shall adjust the
scheduled generation calculated under Section 10.3.3 such that the volume
shall correspond to the scheduled output of the generation unit at its market
trading node. The Market Operator shall adjust the scheduled genaration in
accordance with the following formula

5Py

= EnEH. SQI'I.I
P& Eepese, SQup,

SGpgi = SG

refers to the scheduled generation of generating unit g at its market
trading node n for dispatch infarval |

refers to the scheduied generation of generating unit g at its scheduling
paint sp for dispatch interval i

refers to the snapshol quantity at markst trading node n for aispaloh
iterval i

refers to the smapshol quanfity at scheduling point sp for sl
interval i

refers to the set of markel frading nodes of the generating units within
the generating systerm of which generating unit g Is a member

refers to the set of scheduling paints of the generating units within the
generating system of which generating unitg is a member

10.4 BILLING AND SETTLEMENT OF ADDITIONAL COMPENSATION

10.4_ Billing and Settlement of Additional Compensation
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10.4 1 The Market Operator shall determine the share in the additional compensation
amount of each Trading Participant in accordance with the provisions under
Section 8 3 of the Price Determination Methodology Manual.

10.42 The Market Operator shall calculate the possible rate impact to each WESM
Customer of each approved claim in accordance with the following formula:

o ACA,:
-l GESQ,__,.,,
Where:

Rlcsc refers to the rate impact to customer ¢ of additional
compensation claim ac

ACAc s refers o the share in the additional compensation amount of
customer ¢ for additional compansation claim ac

GESQ: nrefers to the total gross enargy selflement quantity of customer
c for the biling pernod m when the additional compensation
amount ac will first be recovered

RI,

The customer rate impact shall be calculated for each claiming Trading
Participant and shall cover its claim for each billing period and for each
claim category.

10.4.3 The approved claim of each Trading Participant covering each billing period
and for each claim category shall be billed on the billing period immediataly
following the approval of the claim and payments shall be collected as follows:

a) If the calculated customer rate impact is less than or equal to
PhP0.005%Wh ~ in one (1) payment on the scheduled due date of the
billing parod immeadiataly following the approval of the claim: or

b} Ifthe caleulated customer rate impact is more than PhP0.005/&Wh — in
four (4]} equal instaliments over four (4) successive billing periods starting
on the scheduled date of the billing period immediately following the
approval of the claim

10.4.4 The Marke! Operator shall collect payments for the approved claim within the
following imeframe -

a) For claims with rate impact equal or less than PhP0.00S/KWh = on tha

due date of the biiing period immediately following the approval of the
clalm: and
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b}  For claims with rate impact of higher than PhP0.005/&Wh = instaliment
payment shall be collectad starting from the due date of the billing perod
immediately following the approval of the claim.

It is provided, however, that if a Trading Participant has mare than one {1)
approved claim for each claim category (i e., covering more than one (1) billing
period), only one claim shall be billed in a biling pariod, starting with the
earliest biling period. (Piease refar to Annex A).

10.4.5 The collected amounts from staggered payments shall be pro-rated to the
Trading Participants which tha payment is due.

10.4.6 The payment for additional compensation of customers that have switched to
a different Direct WESM Member shall be billed to the current Direct WESM
Member provided that the bill shall reflect the period of consumption and the
cormesponding Oirect WESM Member during the period of the additional
compensation event under claim

Section 5. Separability Clause. |f for any reason, any section or provision of this
Circular is declared unconstitutional or invalid, such paris not affected shall remain
vald and subsisting.

Section 6. Repealing Clause. Except insofar as may be manifestly inconsistent
herewith, nothing In this Circular shall be construed as to repeal any mechanisms
already existing or responsibilities already provided for under existing rules.

Section 7, Effectivity. This Circular shall take effect fifteen (15) days following its

complete publication in at least two (2) newspapers of general circulation and shall

remain in effect until otherwise revoked. Copies hereof shall be filed with the University

El:.!f r::a Philippines Law Center = Office of National Administrative Register (UPLC-
=18

Issued this 2022 at the DOE, Energy Center, Rizal Dnve, Bonifacio Global City,

Taguig City, Metro Manila
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ANNEX A

10.4.4

m

MONTH 1

Inetaliment 1 (staggered)
Full Payment (one-time) MICHTH 3

Installment 3 {staggesad)
APPROVED ADDITIONAL

COMPENSATION CLAIM MONTH 2 iy
Cillaria: OoacTime of Installment 2 (slaggered) Installment 4 (staggered)
Slaggered Payrmani
MONTH O
End of WESM billing
pesr o
Fi 1 Collection for M Billing Period O
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MOMNTH 1
Erd af WESK Billir
Period . MONTH 2 MONTH 3
Billing of Claim Covering Billing of Claim Covering
Month 0 Manth 1
APPROVED ADDITIOMAL
MONTH 0 COMPENSATION CLAIMS
End ol WESM billing Claims c overing Month O and
Parod Month 1
igure 2 Mul ro Claim Mare Than lling Perad
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