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DOE Observers

Ferdinand B. Binondo
Kenneth P. Reforma

There beirg a quorum, RCC chairperson, Atty. Maila Lourdes G. de Castro, commenced
with the meeting at approximately 9:00 AM.

1. Review of the Minutes of the Previous Meeting

The RCC approved the minutes of the Regular Meeting held on 07 December 2016
as presented.

|
2. Matters Arising from the Previous Meeting
2.1} Ffroposed Amendments to the WESM Manual on the Management
Procedures for Load Shedding — Draft RCC Resolution

The RCC Secretariat informed the body that as instructed, it emailed the matrix of
the proposed amendments to the Management Procedures for Load Shedding
after it has finalized the same for the review and approval of the RCC. Upon
receipt of the Secretariat's email, Mr. Ambrosio Rosales emailed back expressing
the National Grid Corporation of the Philippines — System Operator's (NGCP — SO)
disagreement with the proposed amendments as finalized, due to the following
concerns: a) it does not have the facility and internal procedures to reach out and
consult with the Grid Management Committee (GMC) and the relevant WESM

mbers whenever there is a need to revise the load shedding allocation program;
b) if any entity should approve the SO and the DU’s load shedding programs, it
should be the GMC; and c) that these questions should first be answered to assess

t ‘ appropriate changes to be made to the Manual.
e

Secretariat explained that after receiving Mr. Rosales’ email, it consulted
Chairperson de Castro who then instructed the Secretariat to collect the comments
of the RCC regarding the matter. Mr. Ciprinilo Meneses and Mr. Francisco Castro
in their responses, cited that the NGCP-SO can execute its consultations with the
V\fESM Members through its preferred way of doing so, and thus opined that no
further revisions are needed in the approved amendments of the RCC. Noting the

sitions received, Atty. De Castro instructed the Secretariat to proceed with the
drafting of the RCC Resolution carrying the most recent agreements of the body.
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Atty. de Castro then spearheaded the review of the draft resolution for the subject
proposal prepared by the Secretariat. During the review, Mr. Rosales reiterated
the NGCP — SO’s concerns on the agreed upon provisions regarding the
responsibility given to the NGCP-SO to coordinate with the aforementioned
entities. He also explained that should there be a need for NGCP - SO to
coordinate with the WESM Members, the same has to be done through the Market
Operator’'s (MO) interface. Furthermore, Mr. Rosales raised an apprehension that
this proposed revision, on whether the NGCP — SO and the WESM Members
convened for the review and revision of the load shedding allocation program may
yet again result to an audit finding. Atty. de Castro opined that the provision does
not require the NGCP — SO to convene with the WESM Members, it merely
requires for a coordination which can be executed by simply sending out an e-mail
to the concerned entities.

In the interest of addressing the NGCP — SO’s concern regarding the possibility of
said provision resulting to an audit finding due to NGCP-SO'’s inability to comply
with said responsibility, Mr. Rosales suggested that said responsibility for holding
consultations be removed from the NGCP — SO since the same is being proposed
to be mirrored as a responsibility of all WESM Members' and further noting that
technically, the NGCP — SO is also considered a WESM Member. Mr. Ludovico
Lim then commented that if the responsibility is generally stated to be the WESM
Members’ responsibility, concerns may be raised regarding which entity has the
overall responsibility over the load shedding allocation program. He added that
the manual must be clear on which organization shall facilitate the concerns of the
WESM Members.

On the mirroring of responsibilities for both the NGCP-SO and the WESM
Members, Mr. Isidro Cacho opined that such may lead to a confusion in the
interpretation of the provision as to who shall initiate the annual review of the load
shedding allocation program. He thus suggested that the RCC look into the
approval process for the load shedding program and the responsibilities of the
involved entities in the said review. Following the discussion, Ms. Geraldine
Rodriguez then recalled the comments of the BRC to the proposal during its
deliberation. She stated that although the BRC posed no disagreement with the
amendments, it questioned the basis for the removal of the PEM Board's approval
on the review of the load shedding program when the same annex on the load
shedding program was not proposed to be removed from the said Manual. She
added that per the WESM Rules, all alterations to the rules and manuals including
its annexes shall be subject to the PEM Board's approval. She further mentioned
that if the NGCP — SO is firm with its intention, the BRC opined that the proposal

Page 3 of q&



K74 Philippine Electricity RCC-MIN-17-01_123

al Mﬂrket Corporation Y Lty g e
70 should have included the removal of the entire annex on the load shedding
71 allocation program.
72 Mr}} Rosales provided an example how the possible disapproval of the PEM Board
73 of the load allocation program may affect the allocation of load shedding. He cited
74 that the NGCP — SO, DUs and ECs are currently bound by an agreement for the
75 allocation of load shedding, which is currently on a 70-30 basis. According to him,
76 if this shall be subject to the PEM Board's approval, then it may be possible that
77 thé same will be disapproved, giving emphasis that this has an impact with the
78 system security of the grid.
79
80 Mr. Abner Tolentino then opined that if there should be a body tasked with the
81 approval/disapproval of these types of allocation, it should be the GMC or the
82 Distribution Management Committee (DMC) since the concern is related to the
83 seburity of the grid. The RCC Secretariat then highlighted for the RCC'’s
84 information that the load shedding allocation program, as revised by the RCC was
85 stated in a general manner such that the PEM Board will not have to approve the
86 actual agreement between the involved entities. The PEM Board will only
87 approve any changes made to the annex included in the manual which annex as
88 it is currently written contains only the general manner of allocation and the
89 prfferred prioritization of load shedding for the DUs and ECs.
90 Mr. Francisco Castro raised a query as to the original intention of providing for a
91 load shedding allocation program in the subject manual and assigning the
92 responsibility of reviewing the same to the NGCP — SO. Mr. Cacho stated that
93 during the time that the manual was being drafted, GMC has not been constituted
94 yet which may explain why the NGCP — SO was the one mandated in the provision.
95 He further suggested that in this case, the responsibility of the SO be clarified and
96 reviewed to establish whether the provision is still applicable or needs to mandate
97 to be taken on by other entities.
98 ML Rosales recalled that he already in fact suggested to change all references
99 to load shedding allocation program to load shedding procedures since it may be
100 npre the more appropriate term for the same and since in practice, procedures in
101 aimanual are the ones subjected for the PEM Board’s approval. Mr. Lim added
102 tn]at the load shedding allocation program only provides for the preferred
103 prioritization of load shedding by the SO, DUs and ECs which may not have a
104 significant effect in the operation or pricing in the market. Mr. Rosales further stated
105 that the load shedding procedures have already been approved and have been
106 irﬂlcluded in the WESM Manual on Emergency Procedures and these should have
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107 been captured in the Manual on the Management of Load Shedding. Ms.
108 Rodriguez then informed Mr. Rosales that no subsequent proposal was made to
109 amend the load shedding procedures in the Manual on the Management of Load
110 Shedding following the amendments in the WESM Manual on Emergency
111 Procedures. Noting the misalignment of the manuals, Mr. Cacho suggested that
112 both of the manuals be simultaneously reviewed for clarity. Mr. Rosales also
113 suggested that the subject proposal be reviewed and discussed during the next
114 scheduled MO-SO meeting. The MO and SO representatives volunteered to
115 undertake the comprehensive review of the Manual and draft the necessary
116 changes to the same, for presentation to the body in the next meeting.
117

Agreements/Action Plans:

The RCC agreed to defer further deliberations on the proposal pending the MO

and SO’s submission of proposed changes.
118 2.2.Proposed Amendments on WESM Manuals for Pricing Error Notice and
119 Price Substitution Methodology regarding Publication Timeline
120 Atty. De Castro spearheaded the discussion on the proposed amendments to the
121 subject proposal for which comments from the DOE were received The proposal
122 aims to amend the timeline for publication of pricing errors notices and pricing
123 substitution in the market information website from two (2) business days to two
124 (2) working days.
125 Mr. Ferdinand Binondo relayed that the DOE found the proposal reasonable, but
126 was of the position that endorsing the proposal to the PEM Board may no longer
127 be necessary given that the Manuals are due for abolition with the forthcoming
128 promulgation of the amendments embodying the enhanced WESM design and
129 operations.
130 Atty. De Castro sought the RCC’s comments from the body regarding the DOE’s
131 recommendation. Mr. Cacho expressed that he is agreeable with the same,
132 although according to him, this may have an impact on the performance measures
133 of the Market Operator. Mr. Binondo then commented that the current provision
134 provides for a better timeline since the notice for pricing errors must be posted
135 immediately in the market information website.
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Th‘e RCC recognized the practicality of the DOE’s recommendation, but noting the
di#cussions, notably the PEMC'’s comments, nonetheless agreed to push through
wiith the endorsement of the proposal to allow the Board Review Committee and
the PEM Board decide whether or not to submit the proposal to the DOE. Having
cdnsidered its merits, the RCC subsequently approved the proposal as presented.
The Secretariat was instructed to draft the corresponding RCC resolution on the
approval of the proposed amendments.

!
?gneementslActlon Plans:

The RCC approved as submitted the proposed amendments to the WESM
Manuals for Pricing Error Notice and Price Substitution Methodology regarding
Publication Timeline.

[

2.3.Proposed Amendments to the Registration, Suspension and De-

Declation

ﬂegistratlon Criteria and Procedures Issue 2.0 and Billing and Settlement
Manual Issue 4.0 regarding BCQ Declaration and Line Rental Calculation -
comments from the DOE and SNAP

The RCC deliberated on the subject proposal giving due consideration to the
comments received from SNAP and PEMC'’s responses to the same. It was noted,
however, that some of SNAP’s comments took off from the original version of the
cc}unter-part WESM Rules proposal, which called for shifting the timeline of BCQ
declaration from D+1 to H-1. Since the proposal was since changed into retaining
the current timeline of BCQ declaration, D+1, which the RCC thereafter approved,
TAP’S comments were hence not applicable anymore.

the interest of time, Atty. De Castro suggested to focus on the commented
rtions of the amendments to give due considerations on the same.

"It should be noted that

(bak) | To be valid, bilateral

115
{

Mr. A Cacho stated

commented on

that
being
by

To be valid, bilateral
contract _declarations | contract declarations | PEMC has modified its | the proposal
submitted by a Trading | submitted by a Trading | proposal. Instead of
Participant shall | Participant shall | shifting the bilateral
include: include: contract declaration
a) market trading a) market trading | timeline from day-after to
node from the node from the | hour-ahead, PEMC is | BCQ
identified _market identified market | proposing the  strict
trading nodes trading nodes | implementation of the
during the during the | existing WESM Rules
enrolment of the | Clause 3.13.1.1(c) which

SNAP is still the earlier
proposal regarding the
timeline of Hour-Before
Declaration
which the RCC has
also agreed to revise
back to the Day-After
submission. Atty. De
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b)

d)

the Trading
Participant who will
buy the declared
volume pursuant to
bilateral

bilateral _contract
quantity in MWh.

supply  contract
designated as the
source of the
supply from the

seling  Trading
Participant,

b) the Trading
Participant  who
will buy the
declared volume
pursuant to their
bilateral contract,

c) market trading
node from the
identified market
trading nodes
during the
enrolment of the
supply  contract
and whose ex-
ante energy
settlement  price
will be used as
reference  during
settlements, and

d) bilateral contract
quantity or Actual

Some contracts require
the BCQ declarations
to be based on their
Actual Metered
Quantities (AMQs).
The AMQs are not
available day-ahead so
participants would
have to estimate the
BCQ declaration based
on the projected
consumption of the
customer/buying
Trading Participant.

For contracts that
require AMQs as the
BCQ declaration for the
buying Trading
Participants, an option
for PEMC to
automatically use the
AMQ, based on the

RCC-MIN-17-01_123
13 January 2017

available for the TPs
during the contract

Castro then noted the
comments but did not
consider the same due
to its inapplicability.
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available. The
declaration based on
the consumption of the
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Participant would be
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the end of the billing
period.
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9.2.1

Confirmatio
n and
Nullification

{blank)

In order to be

settlements,  valid

;

tra

;

by a Trading Participant

Tradin
t to the

I

In order to be
accounted for during
settlements, valid
bilateral contract
declarations covered
by supply contracts
enrolled to require a
one-time  joint
confirmation submitted
by beoth Trading
Participants should-be
confirmed by the
buying — Trading
Participant to the
Market Operator that
the declared
quantities are correct
at up-to the end of the

billing period.

The inclusion  of

nullification by buying
trading participants at
the end of D+1 negates
the benefit of day-
ahead BCQ
declarations. This can
still be subjected to
gaming/provides

flexibility to the buying
trading participants to
reject outside market
settlement if spot

prices are low.

Declarations will be
bound by their
respective conlracts,
which PEMC would
have a copy of as part
of the Participants
registration to supply a
customer. Any errors in

It should be noted that
PEMC has modified its
proposal. Instead of
shifting the bilateral
contract declaration
timeline from day-after to
hour-ahead, PEMC is
proposing the  strict
implementation of the
existing WESM Rules
Clause 3.13.1.1(c) which

provides for the
submission of
counterparty agreement

together with Dbilateral
contract declarations.

On the proposed one-
time joint confirmation,
the existing WESM Rules
Clause 3.13.1.1(c)
provide that the evidence
of counterparty
agreement be attached to
the  submission of
bilateral contract
quantities. Since the
deadline for BCQ
declaration is the day
after, it is reasonable to
also require the
confirmation / nullification
be performed the day
after.

Same as above.
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9.35

Line Rental
Calculation

(blank)

For_a buying Trading
Participant, the line
rental amou
associated with a
bilateral contract
declaration shall be
equal to the sum of the
line  rental i
amounts calculated for
each of its market
trading nodes. The line
i amount
for each market trading
node of a buying
Trading Participant is
equal to the bilateral
contract or, if
applicable, the pro-
rated bilateral contract
ua I ed
un 9
the market trading
nodes multiplied by the
differen the ex-
ante energy settiement
price at that market
nd t
ex-ante energy
settlement price at the
ma ng _n
identified under Section
9.1.2(a).

For a buying Trading
Participant, the line
rental trading amount
associated with a
bilateral contract
deciaration shall be
equal to the sum of the
line rental trading
amounts calculated for
each of its market
trading nodes. The line
rental trading amount
for each market trading
node of a buying
Trading Participant is
equal to the bilateral
contract quantity or, if
applicable, the pro-
rated bilateral contract
quantity calculated
under Section 9.3.3 of
the market trading
nodes multiplied by the
difference of the ex-
ante energy settiement
price at that market
trading node and the
ex-ante energy
settlement price at the
market trading node

identified under
Section 9.1.2(a) ().
The proposed

calculation for the line
rental trading amount
for the buying Trading
Participant does not
align with the
calculation of the line
rental trading amount
for the selling Trading
Participant which uses
a reference node (or
the trading node
identified in Section
9.1.2(c)).

By changing the
calculation of the line

In the current process,
the reference nodes of
bilateral contracts are set
at the node of the supplier
by default. This may still
be operationalized in the
proposed process by
setting the reference
node of the contract in
9.1.2(c) to the node of the
supplier in 9.1.2(a). By
doing so, the amounts
would be the same as the
amounts under the
current process.

Mr. Cacho explained
that the amendment
provides flexibility to
the customers and the
generators to decide
on its preferred market
trading nodes for the
computation of its
settlement. He further
added that SNAP’s
comments is correct
that the calculation will
be different due to the
possible modifications
on the market trading
nodes, but the resulting
total amounts will be
the same.

The RCC noted the
comments of SNAP but
agreed to adopt the
original proposal, as
submitted by PEMC.
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rental amount for the
buying Trading
Participant to use the
trading node identified
in Section 9.1.2(c), the
reference node, rather
than the trading node
identified in Section
9.1.2(a), the selling
trading node. The
proposed  calculation
would  reflect  the
original line rental
calculation when using

the selling trading node
as the reference node.
\

156 On the other hand, the DOE also submitted its general comment to proposal. Mr.
157 Férdinand Binondo stated that the DOE poses no objection to the proposal, but
158 commented that it may not be necessary to immediately endorse the same to the
159 PFM Board since, first, there is already another on-going proposal on the same
160 Manuals based from the soon-to-be promulgated WESM Rules, amended to
161 mEorporate the new market design, and second, the amendments may not be
162 |mmed|ately implementable until the Central Registration and Settlement System
163 or the new MMS are in place.
164 The RCC acknowledged the DOE's comments but agreed to continue endorsing
165 proposal to the PEM Board and just let the Board Review Committee and the
166 ;FM Board decide whether or not the proposal should be endorsed to the DOE.
167 The Secretariat was instructed to draft the comresponding RCC resolution
168 approving the proposed amendments.

Agreements/Action Plans:

The RCC approved the proposed amendments to the WESM Manuals on
Registration, Suspension and De-Registration Criteria and Procedures Issue
2.0 and Billing and Settlement Manual Issue 4.0 regarding BCQ Declaration and
Line Rental Calculation.

Page 10 o@
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169 3. New Business

170 3.1. Proposed Amendments to the WESM Rules and Market Surveillance,

171 Enforcement and Compliance Market Manual Issue 3.0 (MSCEMM)

172 Atty. Doroteo Aguila and Prof. Peter Lee U from the Market Surveillance
173 Committee presented the highlights of the subject proposal, which intends to
174 enhance the Market Surveillance processes pertaining to: (a) market monitoring,
175 assessment and surveillance; and (b) enforcement and compliance, as well as to
176 harmonize the same with the ERC-PEMC Protocol pertaining to investigation of
177 anti-competitive behavior.

178 The proposed changes are also consistent with the proposed separate
179 Enforcement and Compliance Manual, which consolidates the enforcement and
180 compliance provisions in the proposed manual with entirely new provisions.

181 The highlights of the proposed amendments, as presented during the meeting, are
182 as follows:

183 a. Summary of Proposed Amendments to the WESM Rules

184 e On Section 1.6.2. Responsibilities of the Market Surveillance Committee
185 o Harmonized the provisions in relation to matters pertaining to acts
186 constituting anti-competitive behavior pursuant to Sec. 2.4 of the
187 PEMC-ERC Protocol

188 e« On Section 6.9.4 Market Intervention Report 6.9.5 Market Suspension
189 Report

190 o Revised the provisions in relation to the MSC'’s review of the market
191 intervention and market suspension events

192 e On Section 1.4.7

193 o Replaced “PEM Committee” with the term “WESM Governance
194 Committee” consistent with WESM Rules Clause 7.2.9.2 (c) and (d)
195 b. Summary of Proposed Amendments to the MSCEEM 3.0

196 ¢ Enhanced the processes of the MSC pertaining to:

197 o market monitoring, assessment and surveillance; and

198 o enforcement and compliance;

199 e Harmonized the Manual with the ERC-PEMC Protocol pertaining to
200 investigation of anti-competitive behaviour
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201 « Deleted provisions pertaining to the composition and qualifications of MSC
202 which are already contained under the Guidelines Governing the
203 | Constitution of the PEM Board Committees
204 e Consolidated the provisions in the MSCEMM Issue 3.0 pertaining to
205 enforcement and compliance into a separate Manual, i.e. proposed WESM
206 Enforcement and Compliance Manual
207 * Retained the provisions on market monitoring, assessment and surveillance
208 ‘ and introduced amendments as applicable
209 ‘ e Introduced other amendments to the MSCEMM Issue 3.0 involving clerical
210 and style changes following the removal of references to enforcement and
211 compliance
212 - o Changed the title of the MSCEMM to Market Surveillance Manual (MS
213 | Manual) since all provisions pertaining to enforcement and compliance will
214 be included in the proposed WESM Enforcement and Compliance Manual
215
216 In'the absence of any objection from the body, the RCC approved the publication
217 of the proposal in the market website, as presented, to solicit comments from
218 WESM Members and stakeholders.

4

Agreements/Action Plans:

The RCC approved the publication of the proposal in the market website, as
presented, to solicit comments from WESM Members and stakeholders
|

219

220

221 3.2. Proposed Amendments to the WESM Rules and Proposed Market Manual
222 on Enforcement and Compliance

223 Atty. Rachel Angela Anosan from PEMC’s Enforcement and Compliance Office
224 presented the highlights of the subject proposal, which proposes the adoption of a
225 separate manual that will contain the details of the guidelines and procedures for
226 enforcement and compliance in the WESM. This entails amending applicable
227 provisions in Chapters 1 and 7 of the WESM Rules and, concurrently, excising the
228 séctions and clauses pertaining to enforcement and compliance from the current
229 MSCEMM.

230 Tre RCC was also informed that the effectivity of the proposed amendments are
231 hinged on the following conditions:
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« Commercial operations of the new Market Management System, particularly
the module on compliance reporting.

e Approval of PEMC market fees application which include revenue
requirements for resources to implement changes in processes.

e Completion of re-alignment of ECO functions and training of ECO personnel.

The RCC approved the publication of the proposal in the market website, as
presented, to solicit comment from WESM Members and stakeholders.

The summary of the proposed amendments, as presented during the meeting, are
attached as Annex A of this minutes.

Agreements/Action Plans:

The RCC approved the publication of the proposal in the market website, as
presented, to solicit comments from WESM Members and stakeholders

3.3. Proposed Amendments to the WESM Market Manual on Registration,
Suspension and De-registration Criteria

Atty. Phillip Adviento from PEMC’s Corporate Planning and Communications
Department presented the subject proposed amendments, which aim to:

1) streamline the procedures for assessment of applications for WESM
Membership and post-registration transactions; and

2) harmonize the provisions with issuances by DOE and ERC (i.e., changes in
technical specifications, registration of ancillary services providers and retail
market participants)

The highlights of the proposed changes, as presented to the RCC, are as follows:

Sections Proposed Changes
Level of Participation « Direct WESM Membership for Generation Companies
Modeling of station use « Inclusion of station use or house load of generating units in the
MNM
Additional  requirements for | «+ Comply with the technical requirements set by the System
Ancillary Services Provider Operator in the provision of ancillary service
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Sections Proposed Changes
Removal of certification of joint capability test to be issued by

Facility-r|elated Changes .

DOE, ERC and NGCP on request for changes in registered
capacities

Changes shall be based on the latest Certificate of Compliance
or certification consistent with ERC’s Rules on Issuance of
COCs

Removal of PEM Board’s confirmation on changes in registered
capacities since the Board’s act is merely ministerial

and Change of Counterparty of
Indirect YVESM Member

Change lin Level of Participation | =

Effectivity of change in level of participation or change of
counterparty shall take effect on the start of the succeeding
billing period

Supply dustomers

Enrolment and De-listing of | «

Identification of market trading node that will be used as
reference for the supply contract during settlements

Indication of whether BCQs submitted would require daily
confirmation

|
Cessation of Registration .

Additional responsibility of the Trading Participant to remove or
cancel its standing and regular offers in case of cessation of
WESM Membership

Generalf .

Change of business days to working days
Clerical errors

ere being no objection to the posting of the proposal in the market information
website, the RCC approved the publication of the same to solicit comment from
WESM Members and stakeholders.

Agreements/Action Plans:

|
T
|

The RCC approved the publication of the proposal in the market website, as
resented, to solicit comments from WESM Members and stakeholders

4. Othtjr Matters

dministrative Expenses of WESM Arbitration

4.1. ?roposed Revision of the Schedule of WESM Arbitrators’ Fees and

A§ regards the RCC'’s request during the previous meeting for the DRA to submit

f

in writing a documentation justifying the proposed increase in WESM arbitration
es and costs, the Secretariat relayed the DRA’s acceptance of the request and
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264 his response that he would need more time to accomplish said document. The
265 DRA recognized the merits of one of the comments raised during the previous
266 RCC meeting that it might be helpful to solicit the inputs of WESM arbitrators
267 themselves, and so wished to undergo such consultation, hence needing more
268 time. However, no specific timeline of submission was given by the DRA.

Agreements/Action Plans:

The RCC noted the DRA’s response and agreed that the subject be included in
the agenda of the next RCC meeting, pending the submission of the DRA of the
same.

269 5. Next Meeting

270
271 Ms. Divine Gayle Cruz informed the RCC of PEMC's request to move its scheduled
272 meeting from 03 February 2017 to 10 February 217, to take into consideration, the
273 deliberation on the proposed amendments related to the enhancements of the WESM
274 Design and Operation. The RCC subsequently approved the request and agreed to
275 set the meetings as follows:
276
277 e 10 February 2017
278 e 03 March 2017
279 e 07 April 2017
280
281 6. Adjournment
282
283 There being no other matter to be discussed, the meeting was adjourned at around
284 12:00 NN.
Prepated By: Reviewed By: Noted By:
Aidjon\Kenneth\M. Yap Ge%%ez %nules
Anal arket 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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ANNEX A. Summary of the Proposed Amendments to the WESM Rules and Proposed
Market Manual on Enforcement and Compliance

a. Approach to and Scope of Enforcement

Approach to Enforcement

« Enforcement is the process by which a WESM member
is found in breach of the rules, and is imposed penalties,
or required to pay compensation or carry out remedial
measures as a consequence of a breach.

+ Enforcement in the WESM rests on the concept of
absolute liability.

o Act or omission is directly attributable to the WESM member and
pertain to compliance with the rules and manuals which a
member agreed to be bound by having registered in the WESM.

o Prevention of an act or omission is of importance given potential
impact on market and power system.

o Thus, intent, fault or exercise of diligence are not considerations.

¢ 1@
R, 45 ]evu_ogp(.. 19

Approach to Enforcement

« Not all non-compliances are subject to WESM
enforcement under clause 7.2. WESM enforcement
applies only to obligations which —

v A WESM member is expected to fully comply with and
not merely exercise due diligence to ensure compliance.

v If not complied with, can have adverse impact on the
operations of the WESM or the power system.

Definition of breach is central to definition of the scope of
and approach to WESM enforcement.

‘ I. EOGHTY 21
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In Scope - Breach

o WESM obligations, provided for in the WESM Rules and market
manuals, that materially affect the efficiency of the operations of the
market and the power system.

o For avoidance of doubt, these are -

+  Acls or omissions specified as constituting a breach in the WESM
Penalty Manual. The manual is proposed to be re-designed to include,
among other things, a list of acts or omissions conslituting a breach.

* Acts or omissions specified in the WESM Rules as subject of
sanctions under clause 7.2 or the WESM Penalty Manual, e g., rule
change proposals incorporating the mus! dispalch guidelines already
inciude provisions expressly stating the non-compliances that are
subject of sanctions under clause 7.2 .

o Definition is intentionally restrictive.
«  WESM members and the general public should know what acts or
ons WESM members can be sanctioned.
0 PROGRESE 23
Sxeee

In Scope - Breach

o Market rules and manuals
*  WESM Rules and its implementing market manuals
« Retail Rules and its implementing market manuals

o Market participants
«  WESM members, except metering services providers
+  System Operator (except for imposition of penaities)
+ Market Operator (except for imposition of penalties)

& 1@ )
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Out of Scope

(¥ ] WES“

Non-compliance with registration requirements and loss of
qualification for WESM membership

Default in payment of WESM settiement amounts, except non-
payment of financial penalties and compensation imposed as
consequence of breach.

Fallure to comply with prudential requirements

o Obligations under other rules, regulations and issuances

o

Non-compliance with rules, regulations and issuances that are nol
within the scope of the WESM self-govemance processes, although
they may pertain to the operations of the WESM, its members, and of
the power syslem.

QGrid and Distribution Codes, ERC issuance, DOE rules and circulars
(other than the WESM Rules and its amendments)

Out of Scope

o Antl-eompedtive behaviour and market power abuse

Market monitoring, assessment and surveillance in the WESM will
continue to cover markel participant behavior, including abuse of
markel power and anti-competitive behaviour.
Enforcement, for purposes of imposing sanctions, is generaily covered
under competition laws, rules and regulations.

Breach and unethical acts of Metering services providers

Metering services providers are licensed by and are under the
jurisdiction of the Energy Regulatory Commission.

o Other markets administered by PEMC and governed by the
PEMBom

Markets and services administered by PEMC or governed by the PEM
Board but which are not part of the WESM. Enforcement in these
markets will be governed by their own rules, unless the latter
expressly provide that they are enforceable in accordance with the
WESM Rules or the WESM enforcement processes,

IMEM and renewable energy market

]' égé,g,ﬁ 29
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Enforcement Actions

{ Refers to actions that can be taken as consequences of a breach.
These are specified in the rules and manuals and are to be
intentionally restrictive, in order to minimize exercise of discretion in
deciding outcomes of a breach.

Q EMoroemetuacuonsare-

Imposition of penalties, financial and non-financial, specified in WESM
Penaity Manual

* Implementation of remedial measures, authorized under the WESM
Rules and ECO Manual

* Payment of compensation, authorized under the WESM Rules and
ECO Manual

« Initiation of administrative action with ERC (only for breach by Market
Operator or System Operator), authorized under the WESM Rules and
ECO Manual.

; l’ ;Bsoﬁ;'%ﬁ 31

Enforcement Proceedings

o Enforcement proceedings refers to the various processes that are

carmied out for purposes of monitoring compliance, investigating
breach, determining appropriate enforcement action and

implementing the same.

o The guidelines and procedures goveming these processes are set
out in the WESM Rules and the ECO Manual.

o These are -
o Compliance monitoring
o Investigation

o Imposition of sanctions or penalties

o Implementation of remedial measures

o Initiation of complaint with ERC

o Determination and grant of compensation

@ e 3
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b. Responsible Unit/s — Authority and Functions

Responsibhilities - Highlights

. PEIlBoard

Overall supervision over the enforcement and compliance processes
of the WESM, in conjunction with the ECO and MST.

v Approves imposition of penallies and final remedial measures in case
of breach, award for compensation and grant of exemptions.

v Appoints and supervises the Enforcement and Compliance Officer.

v May appoint ad hoc committee, from among its members, lo assist in
exercise of functions.

*  Market Surveillance Committee
v Reviews results of ECO investigation, confirms findings of fact of ECO
and recommends sanctions and measures to the PEM Board,
v May retumn cases for further investigation, but may not carry out its
own investigation, may also not substitute its own findings and in case
of conflicting findings, matter Is submitted to PEM Board for resolution.

]‘ tRogHtss ar

Responsibilities - Highlights

» Enforcement and Compliance Office

v Pwnaryummmmmwssummmmm
processes. Responsidility is on the Office and not the officer.

v Monitors compliance, initiates and carries out investigations and
makes findings of facts, evaluates applications for compensation and
exemption, and with responsibility to submit recommendations on
outcomes of the breach.

v Plans and implements activities to promote consultation and foster
compliance.

= Market Assessment Group
v Provides secretariat support to the Market Surveillance Committee,
Cornpliance monitoring function is translerred lo ECO.
* Other WESM Committees
¥ May request for investigation - as a committee or individual members
v Provides information or technical assistance in investigations

]‘ PEOGRESY 39
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Responsibilities - Highlights

* Market Operator
v Monitors and reports probable breach.
v Provides information & technical assistance in investigations.
v Complies with requirements in case of breach.
v Together with ECO, evaluates applications for compensation.
= System Operator
¥ Monitors and reports probable breach.
7. Piovides nfosmation & techiioal assl i wvestioations:
v Complies with requirements in case of breach.
. WESMMombon
May request for investigation of other WESM members, the
Market Operator or the System Operator.
v' Complies with requirements in case of breach.
v Designates WESM Compliance Officer and carries out internal
compliance program.

].f.e.o,cﬁﬁ -

13 January 2017
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c. Enforcement Actions and Proceedings

Enforcement Process

RCC-MIN-17-01_123
13 January 2017

« Conducted by ECO based oo
market and dispateh dote and
reports ond non-corplionce
eooeTs

* Nor<omplionce reporting by
WESM members i

muandeatory

* (eods to mitxation of
impesngation; does not lead to
QUAOMGIC SONCTIONS

’ I. 'ﬂ‘O’G‘t‘!N&
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* initioted by ECO withou? reed
of PEM Board endorsement:
st pot e fater [Han two
vears rom oourrence of
probadiv breach,

 From results of £CO's
complance monitaning, report
of probabie beeoch by MO or
SO, request for iwestigation
from other WESM membes of
WESM conwnittees or their
membars, or directive EAC

« MSC of PEM Board, or ony of

« Catriod out by 00 and
OUtUL i5 an Ivestigation
Report, & comaleted within /
VEOTY IED MSUONCe OF Por
of investigotion

© Party investigatind partCOpates

Enforcement Process

* LONOWCTED Oy ELU e on
market and dispatch doto ond
repocts and non-compionce
reports

« Non-compliance reporting by
WISM members is
mandatory

 [eods 10 mitition of
IvesIpUton; dows not leod to
QIS SN TIOnY

0 ]' PEOG :?&
==

* DuBOtEd by ECU witnout need
of PEM Boord endorserment;
st not be foter thom Two
pears from occunrence of
probabie breach

« From results of ECO%
COMPRInNCE MOMTONNG, report
of probabie breoch by MO or
$0, request for knestigalion
from other WESM membes of
WESM committaes or thoir
mambers, or directive ERC.

& MSC or PEM Board, or ony of
their members may not
initiate or request fix
investigotion
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Enforcement Process
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o integral part of formal
Inestigation proceds,

o MISC conflirrms fasdings of focts
& Ortermenes exnline of
berach, ond revomroends
action 1o PEM Board. Subesits
Investpation Reveew Repor!
Jor eoch case

* May remmand bor non
compliance with procedures,
incomplete o invalid data, or
Jor consideration of ackitional
o Dew Informotion

« MSC may not comdixt own
investigetion. i conclavom
conflict, resolve with £CO &
olberwese, ofevale to PIM
Board

@ 1@

* PEM Bowrd acts on
Investigation baned on
rocommendations,

o if dreach & confiemed by MSC,
decides on sanctions
occording to Penoity Monwal
and rernedhol measunes

« If no breach i confiemed,
directs dloswee of cose.

o May o0f salistifuts o maoke
o findings of foxt, exoept in
cose of confiier between MK
and ECO findiews

* FE M Board decivon s fieal 15
iyt aftey receipt by porty of
the motice Notice period s to
ofiow PEMC to verify receipt
before inplementing decivon

* NO N0 or recoRITrDOn
o Glivered

* Board Secretary notifies £CO
and ECO notifies parties.

* PEMC implerenty decron -

with remedvol measures

Enforcement Process and Structure

Remedial measures

» ECO or MSC may require provisional measures pending an investicaton PEM
Board approves linal remedial measures,
* ECO monitors implementation. Non-compliance amounts 1o & breach subject to
auviomalic penalty
* May include corrective, mitigating or preventive measures.

Offer for settiement

* Party may offer to settie penalties without further investigation

* ECO determines applicable penalties and remedial measures. and PEM Board

approves

Cost

* Ofer torminates investigation and may result in lower penaltes

of incurred in investigation, and for implementation of decisions

* Excludas day-to-day cost of MSC and PEMC (MAG & ECO) which should be
defrayed from market! lees

° ]‘ PROGRE 8
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* PEM Board to approve schedule of costs that can be collected. and may include cosi
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Enforcement Process
lnvestngatlon of System Operator & Matket Operator

@

Enforcement Process
Investigation of System Operator & Market Operator
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Enforcement Process

Compensation
* Applied for separately by Tr Participant financially disadvantaged by a
confirmed breach of another WESM member, within one (1) year from
publication of results of investigation.
 Evaluated by ECO and MO, and approved by PEM Board.
* Purpose of compensation is to put Trading Participants in same financial
position in their WESM transactions as they wouid have been if breach did not
oceur

+ Compensation is paid by participants that inancially benefitted to paricipants
that were financially disadvantaged

Exemption

* WESM members may apply for exemption from i and penalties for
specific types of breach for a period of 3 months from membership or
from issuance of a new rule, manual or amendment.

* WESM member required to implement compiiance plan.

= Does nol exempt member from paying compensation, if warranted.

® 1@
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d. WESM Member Internal Compliance

WESM Member Internal Compliance

Q WESM Member are encouraged lo adopt intemal

compliance program o ensure thal personnel,
processes and infrastructure are geared for WESM
compliance.

Program to include training and education of personnel,
counterparties and other third parties.

Internal compliance to include counterparties and other
parties whose transactions with WESM member impact
on WESM compliance.

voTT L\K}
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WESM Member Internal Compliance

d

Q
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All WESM Members are required to designate WESM
Compliance Officer within their organization.

WCO must hold senior management position and holds a position
that enables him/her to recognize non-compliance and resolve the
same. Must not be involved in day-to-day WESM trading activities.

Obligations of WESM Compliance Officer - (set in WESM
Rules)

+ Monitor and ensure internal processes are compliant;

+  Submit proposals for changes to WESM Rules or manuals;

» Main contact person for compliance-related matters

«  Submit annual report on activities

|




ine Electricity RCC-MIN-17-01_123
-::I et Corporation  13January 2017

e. Information Disclosure and Records Management

Information Disclosure

0 @i

Information Disclosure
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Records Management
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