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MINUTES OF THE RULES CHANGE COMMITTEE
144" REGULAR MEETING (No. 2018-08)

Meeting Date & Time: 07 September 2018, 9:00 AM to 11:00 AM
19/F Conference Room, Robinsons Equitable Tower, Ortigas
Center, Pasig City
Attendance List
In-Attendance Not In-Attendance
Rules Change Committee

Meeting Venue:

Principal Members:

Maila Lourdes G. de Castro, Chairperson — | Concepcion I. Tanglao — Independent
Independent

Francisco Leodegario R. Castro, Jr. -
Independent

Allan C. Nerves—Independent

Abner B. Tolentino — Generation (PSALM)
Jose lldebrando B. Ambrosio — Generation

(Northwind)

Cherry A. Javier — Generation (APC)

Dixie Anthony R. Banzon - Generation
(MPPCL)

Ciprinilo C. Meneses ~— Distribution
(MERALCO)

Jose P. Santos — Distribution (INEC)

Virgiio C. Fortich, Jr. — Distribution
(CEBECOS3)

Lorreto H. Rivera — Supply (TPEC)

Ambrocio R. Rosales — System Operator
(NGCP)

Isidro E. Cacho — Market Operator (PEMC)

Other attendees:
Chief Governance Officer
Rauf A. Tan

PEMC — Market Assessment Group (MAG)

Carlito C. Claudio
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Elaine D. Gonzales
Geraldine A. Rodriguez
Romellen C. Salazar
Divine Gayle C. Cruz
Aldjon Kenneth M. Yap

PEMC - Legal Department

Marian Venussa S. Dela Fuente
Sheryll M. Dy

DOE Observers

Ferdinand B. Binondo
Ryan Jaspher Villadiego

NGCP

Amelia L. Cumpas
Francis S. Vicencio

Jayson J. Abraham

There being a quorum, Chairperson Maila Lourdes G. de Castro called the meeting to order at
around 9:25 AM.

1. Adoption of the Proposed Agenda

The RCC adopted the provisional agenda as proposed.

2. Review of the Minutes of the Previous Meeting

Mr. Ambrocio R. Rosales (NGCP-SQ) provided edits in the draft minutes, specifically on the
review of the minutes of the July 6 meeting:

Atty. de Castro led the review of the minutes of the RCC meeting held on 06 Jul 2018.

On the discussion regarding the concerns of the DOE on cross-grid power supply agreements,
during which the PEMCRECGC, recommended, among other things the upgrading of the high
voltage direct current (HVDC) interconnection and submarine cables to address the concerns
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affecﬂng the ca;‘cu.fanon of Lme Fr‘enraa‘ Tradmg Amounts (LRTA) Mr. Ambrocio R. Rosales, wheo
L urd, submitted his commentis
rhrough email and again raised his concerns dunng the discussion of the July 06, 2018 minutes
of the meeting.-en-the-said-recommendation—He cited that if the recommendation is to upgrade
the Leyte-Luzon HVDC, the recommendation should also include the benefits quantified in
monetary terms such as the equivalent savings for the reduction of the LRTA of cross-grid BCQ
transactions. He said that the such upgrading ef-the—high—voltage—directeurrent{HVDEC)
submarine-cable would entail huge capital expenditures (CAPEX) on the part of the network
provider (in which the customers shall be the one to bear the cost of the upgrading), in order to
satisfy a positive result on line rental calculation. He thus requested for the-permission-of-the
body to delete the said recommendation from the minutes of the meeting.

Mr. Meneses recommended to the body The-RECGC—ints-response—agreed to still retain the
recommendation on the upgrading of the high voltage direct current (HVDC) interconnection
and submarine cables, noting that said recommendation was what actually agreed-presented
by PEMC during the said meeting. The RCC, instead agreed to note that during the review of
said minutes, Mr. Rosales in the review portion of the minutes of the 143 meeting of the RCC,
aired his reservations and concerns on the said recommendation due to cost consideration.

The RCC adopted Mr. Rosales’ edits and approved the minutes as amended.

Agreements/Action Plans

The RCC approved the minutes as amended.

3. Matters Arising from the Previous Meeting

Draft RCC Discussion Paper on DOE’s Concerns on Cross-grid Power Supply
Agreements (PSAs)

Mr. Aldjon Kenneth M. Yap from PEMC-Market Assessment Group (PEMC-MAG) presented
the latest draft RCC discussion paper on the DOE’s concerns on Cross-grid Power Supply
Agreements and Line Rental Trading Amounts (LRTA), for further inputs of the body. Mr. Yap
provided the updated outline of the contents of the paper as follows:

I. Background
Il.  Objective of the Discussion Paper
Ill. Discussion
A. Settlement Process in the WESM
i.  Normal Pricing Condition
ii. Trading Intervals with Pricing Errors and Market Intervention Suspension
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iii. Trading Intervals with Regional Issuance of Pricing Errors and Market Intervention
Suspension
iv. Summary of Pricing Conditions
B. Cross-grid Power Supply Agreement
C. Provision of Power Supply Agreements

IV. Summary and Recommendations

The following points were raised after the presentation:

Mr. Rosales reiterated the position that high LRTAs should not be solely equated to
constraints and congestion in the HVDC and submarine cables. He stated that the physical
state of submarine cables and power flow do not really affect LRTAs since cross-grid PSAs
could still be in effect even when the HVDC is unavailable. He cited that there are other
factors that may contribute to high LRTAs such as the entire power system being not fully
modelled due to missing network data pertaining to the distribution system.

Mr. Ciprinilo C. Meneses (MERALCO) concurred that cross-grid PSAs are more financial
rather than physical arrangements since electricity from the Visayas could not physically
flow towards Luzon. He explained that the benefit of cross-grid PSAs lies on allowing
suppliers to acquire cheaper power from a different region for its customers, regardless of
the physical condition of the transmission lines and even the power plants.

However, Dr. Allan C. Nerves (Independent) remarked that nodal prices, which are used
in the calculation of LRTAs, do depend on the physical conditions of the transmission lines
as the market and the power system are modelled based on the physical transmission
network. Therefore, one cannot say that the physical state of the transmission lines does
not affect LRTAs. Dr. Nerves stated that on matters regarding LRTA, there is actually a
coupling between the physical and the financial aspects of the market. He added that the
point of mentioning the upgrade of the submarine cables in the paper is to merely suggest
to improve the market as a whole, and may be used by NGCP as additional justification to
the ERC in increasing its capital expenditures.

Noting the foregoing discussion, the RCC agreed with Mr. Yap’s suggestion to revise one
of the recommendations cited in the paper to state that the ‘transmission network’, rather
than using the more specific ‘submarine cables’, could be upgraded to address high
LRTAs. Mr. Yap also clarified that Mr. Rosales’ previous comment regarding on-going and
planned resiliency projects to upgrade the transmission system was already incorporated
in the paper.

On a related note, Mr. Virgilio C. Fortich, Jr. (CEBECQOS) stated that there might be a need
for more transparency in the calculation of LRTAs as there are times where the Distribution
Utilities receive big spikes in their LRTA without being given an explanation.
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97
98 Ms. Lorreto H. Rivera (TPEC) clarified that if the DUs’ own suppliers do not automatically
99 provide information on LRTAs, the Market Operator actually does provide that information
100 by request, including reasons why there are price spikes.
101
102 e For the information of the Committee, Mr. Isidro E. Cacho, Jr. (PEMC-MO) reminded that
103 provisions pertaining to the separate calculation of line rental was taken out of the WESM
104 Rules since the calculation for the same is already embedded in the calculation of Total
105 Trading Amounts.
106
107 Mr. Cacho additionally explained that, per a recent ERC ruling, the net settlement surplus,
108 which is an externality of line congestion, is flowed back to those who paid for line loss
109 and congestion charges on a pro-rata basis, thereby minimizing the LRTAs’ impact to the
110 consumers.
111
112 e Mr. Meneses and Ms. Cherry A. Javier (APC) commented that cases when the submarine
113 cables were unavailable while declaration of bilateral contract quantities (BCQ) were still
114 allowed should also be raised in the discussion paper. With this being said, it shall be
115 evident that the market is not just a physical market but also a financial market.
116
117
118 There being no other matters for discussion, the RCC approved the draft RCC Discussion
119 Paper for transmittal to the PEM Board, subject to further revisions to be incorporated in the
120 paper, as discussed by the committee.
121
122
Agreements/Action Plans
Subject to further revisions based on the discussions, the RCC approved the draft
Discussion Paper for transmittal to the PEM Board.
123
124
125 4. Other Matters
126
127 4.1. Governance thrust of PEMC after Transition to Independent Market Operator
128 Structure
129
130 Mr. Rauf A. Tan (PEMC) briefly met with the RCC to clarify his role and responsibilities as
131 Chief Governance Officer (CGO) of PEMC in relation to the work of the Committee.
132
133 Mr. Tan explained that as CGO, he will functionally report to the PEM Board and
134 administratively report to the PEMC President. He stated that he was tasked to oversee both
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135 the Market Assessment Group (MAG) and the Enforcement and Compliance Office (ECO).
136 Mr. Tan added that he would be the “go-between” between the PEM Board and the MAG and
137 ECO, and also between the PEM Board and the Governance Committees. To answer Atty.
138 de Castro’s inquiry regarding the extent of the CGO’s involvement with the work of the RCC,
139 Mr. Tan remarked that he would prefer being already apprised of or be able to provide inputs
140 during the RCC’s discussions before its outputs are submitted to the Board Review Committee
141 and the PEM Board.
142
143 As regards the RCC Secretariat, Mr. Tan relayed that the Rules Review Division (RRD) under
144 the MAG was formed to provide dedicated administrative and technical support to the RCC.
145 Such support would now include conduct of studies if necessary to aid the Committee during
146 its deliberations of proposals. He informed that, in furtherance of PEMC’s thrust to make the
147 rules change process more pro-active, the RRD is also mandated to itself develop and initiate
148 proposals based on its assessment of what rules changes need to be introduced.
149
150 The RCC noted the Mr. Tan’s clarifications.
151
152
153 4.2. NGCP-MSPs Concerns regarding DOE-approved Amendments to the WESM
154 Manual on Metering Standards and Procedures
155
156 The Secretariat informed the RCC that the National Grid Corporation of the Philippines —
157 Metering Services Provider (NGCP-MSP) had earlier met with the ERC and DOE on 26 July
158 2018 regarding its concerns on the DOE-approved amendments to the WESM Manual on
159 Metering Standards and Procedures, where they agreed on initial ways forward.
160
161 NGCP-MSP subsequently wrote PEMC on 14 August 2018 to further seek clarifications on
162 their issues which led to a meeting between both on 17 August 2018.
163
164 For the information of the RCC, the Secretariat relayed the agreements during the August 17
165 meeting, which includes among others the submission of rules change proposal to the RCC.
166 Additional discussions are included in the table below:
167

NGCP Concerns Agre_e_n';éntslAction Plans Discussions/Clarifications |

(Aug 17 PEMC-NGCP Meeting) (Sep 07 RCC Meeting)
There needs to be | Guidelines on exemptions to be
guidelines regarding | requested for approval of the ERC

exemptions on the | through GMC, as follows:
prescribed location of
Metering Points Metering equipment may be installed
within 500m from the market trading node
if it is physically difficult, impractical or
uneconomical for the same to be installed
at the market trading node.
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NGCP Concerns

Agreementszction Plans
(Aug 17 PEMC-NGCP Meeting)

" Discussions/Clarifications
(Sep 07 RCC Meeting)

Revenue and back-up
meters to have different
brands is not generally
accepted industry
practice; existing main
and back-up meters have
the same make and model

e |t was clarified to NGCP that the
revenue and back-up meters to have
different brands is not an absolute
requirement (i.e., preferred only).

¢ PEMC raised an actual previous
occurrence where both main and
back-up meters having the same
brand and firmware failed, thus data
cannot be gathered from both.

e To be clarified further from the
Technical Committee.

Some specifications for
Transmission  Revenue
Meters in Appendix L of
the Metering Manual are
inconsistent with the 2016
Grid Code

It was clarified with NGCP that the
Metering Manual states that the
specifications for the main and back-up
meters must adhere to the prevailing
requirements of the 2016 Grid Code.

Requirement for main
meter mass memory data
storage capacity:

Metering Manual - 60
days of recording of 5-min
demand interval

Existing meters that are non-compliant
with the required data retention capacity
(i.e., 60 days) will just be replaced with
WESM-compliant meters when they
become defective or are due for
replacement.

NGCP-MSP clarified that all
WESM-registered main meters
are already configured for 5-
min intervals, but the back-up
meters are still programmed to
record 15-min intervals.
However, the main meters can
only store up to 16 days of data

Grid Code - 60 days of due to the 5-min interval
recording at  15-min configuration instead of the
interval required 60 days.

IPP-ECA meters of | For clarification with PSALM. e Mr. Abner B. Tolentino
PSALM may need to be (PSALM) stated that IPP-
exempted from the ECA arrangements usually
requirement for have two meters, the PPA
instrument transformers meters and WESM meters.

supplying revenue meters
to be solely used for
purposes of WESM
revenue metering and not
for any other purposes
(Sec. 2.5.2).

Mr. Francis S. Vicencio
(NGCP-MSP) added that
IPP-ECA meters are legacy

meters  installed  pre-
WESM. He relayed
NGCP's recommendation

to have a clause for the
instrument transformers of
the IPP-ECA meters to be

exempted from Sec. 2.5.2.
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B NGCP C Agreements/Action Plans ' Discussions/Clarifications

oncerns (Aug 17 PEMC-NGCP Meeting) (Sep 07 RCC Meeting)

e Mr. Ferdinand B. Binondo
(DOE) recommended
NGCP-MSP to formally
submit proposed
amendments to the RCC.

Recommendation: If no | PEMC is amenable to the NGCP’s
daily meter data is | recommendation.

received by 0800H due to
external  factors, the
Market Operator shall
consider the MSP’s
estimated meter data until
such time the MSP is able
to collect and submit the
meter data.

The daily Meter Trouble
Report is sufficient to
comply with the required
report on discrepancies
between the monthly and
daily metering data

values.

Section 6.4.3 — Meter | For submission as rules amendment.
Data from Back-up Meter

XXX

(b) if more than four (4)
intervals of main meter
are missing or have
invalid data, the values
from the back-up meter
may be directly
substituted...

Should be 12 intervals to
be applicable for 5-min
programming

The Customer rather than | For submission as rules amendment
the MSP should notify the
Market = Operator  of
occurrences of outages
(pertaining to Sec. 7.2.1).
The prescribed timeline of | For submission as rules amendment
2 business days for the
MSP to submit the
corrected meter data is
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NGCP C Agreements/Action Plans Discussions/Clarifications
oncerns (Aug 17 PEMC-NGCP Meeting) (Sep 07 RCC Meeting)

not practical as there are
metering points that are
geographically difficult to
access. NGCP
recommends 10 business
days within which MSP
must submit the corrected
data.

NGCP recommends that | To be deliberated by PEMC.
the Market Operator
should prepare the
certification on adjusted
metering data  with
concurrence of the MSP
and Trading Participant.
The network parameters | Conductor and power transformer data to | Mr. Cacho sought clarification
required to be submitted | be submitted by the Network Service | from NGCP if the suggested
to the Market Operator per | Provider to the Market Operator is for | reduction in the network
the Market Network Model | further discussion between NGCP and | parameter data that the NSP

Development and | the Market Operator. must submit to the MO will
Maintenance Manual affect the MO'’s calculation of
(*MNM  Manual”) are Site Specific Loss Adjustment
sufficient to comply with being performed for metering
the required submissions points not located in the
in Sec. 8.6.1 of the connection point. Mr. Vicencio
Metering Manual. responded that the NSP/MSP’s

compliance with the required
submissions per the MNM
Manual would remove the
necessity of submitting other
network parameter information
specified in the Metering

Manual.

General concerns | NGCP was informed that PEMC's
regarding MSP | Metering Department is currently
Performance Measures undertaking a review and revision of the

MSP Performance Standards.

The RCC noted that most of the concerns could be addressed through a rules change
proposal which NGCP may itself propose to the RCC, with inputs from PEMC. The RCC also
noted that technical concerns shall be referred to the Technical Commitiee, for their
appropriate response.
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175 4.3. PEM Board Updates
176
177 The Secretariat informed the RCC that the PEM Board during its 3@ Meeting on 30 August
178 2018 approved the following:
179
180 (i) endorsement to the DOE of the Proposed Amendments to the WESM Rules and Market
181 Manuals regarding Market Surveillance, Enforcement and Compliance, as submitted by
182 the RCC.
183
184 (i) Re-appointment of the following RCC members:
185
186 1. Atty. Maila Lourdes G. De Castro — Independent Member (Chairperson)
187 2. Mr. Francisco L.R. Castro, Jr. — Independent Member
188 3. Dr. Allan C. Nerves — Independent Member
189
190 (iii) Appointment of the following new RCC members:
191
192 1. Ms. Cherry A. Javier — Generator Sector (Aboitiz Power Corp.)
193 2. Mr. Dixie Anthony R. Banzon — Generator Sector (Masinloc Power Partners Co., Lid.)
194 3. Mr. Virgilio C. Fortich, Jr. — Distribution Sector (Cebu lll Electric Cooperative, Inc.)
195
196 (iv) The Board Compensation Committee approved the increase in honoraria for RCC sector
197 representatives subject to the approval of the 2019 budget.
198
199 Also, the pro-rating of honoraria for sector representatives will no longer be applied such
200 that the member will receive the full amount of his/her monthly honorarium as long as
201 he/she is able to attend at least one scheduled meeting in a month.
202

203 5. Next Meeting

204 The RCC agreed to hold subsequent meetings on the following schedules:
205 = 05 October 2018

206 = (09 November 2018

207 = 07 December 2018

208 6. Adjournment

209
210 There being no other matters for discussion, the meeting was adjourned at 10:59 AM.
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Divine/Gayle C/Cruz Geraldine A. Rodriguez Elaine P. Gonzales
Analyst — Market Assistant Manager - Manager /Market Data and
Governance Administration Market Governance Analysis Division
Unit Administration Unit
Market Assessment Group | Market Assessment Group | Market Assessment Group
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Approved by:

RULES CHANGE COMMITTEE
Maila Louvdes G.'de Castro

Chairperson
Independent
Members:
Concepcion |. Tanglao Francisco L.R. Castro, Jr.
Independent Independent
Allan C. Nerves Isidro E. Cacho, Jr.
Independent Market Operator
Philippine Electricity Market Corporation
(PEMC)

. Rosales
Sysgtém Operator

National Grid Corporation of the Philippines

—
ﬂ» J3 e

Abner B. Tolentino
Generation Sector

Power Sector Assets and Liabilities Management
Corporation (PSALM)

(NGCP) A

B Development Corp.
(NorthWind)

Chenﬁ Javier

Generation Sector
Aboitiz Power Corp.
(APC)

I -
/7
Dixie Anthony R. Banzon
Generation Sector
Masinloc Power P?Eners Co. Ltd.
(MPPCL)

W\J

Ciprinilo C. Meneses
Distribution Sector (PDU)
Manila Electricc Company

(MERALCO)

Distribution Sector (EC)
llocos Norte Electric Cooperative, Inc.
(INEC)

Virgilio .__.--Fort‘if{: Jr.
Distributioh Sector (EC)
Cebu Il Electric Cooperative, Inc.
(CEBECO3)

Lorreto H. Rivera
Supply Sector
TeaM (Philippines) Energy Corporation
(TPEC)
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