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Republic of the Philippines b

DEPARTMENT OF ENERGY
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DEPARTMENT CIRCULAR No. [ Eﬂ.ﬂ;ﬂaﬂﬂﬂg{s}

WHEREAS, Republic Act No. 9136, otherwise known as the “Electric Power Industry
Privatization Act of 2001 (the “Ael™), which becamé effective on 26 Tune 2001, provides [or

“the framework for the restructuring of the electric power industry ta bring about a free and fair

compelilion on the pricing of electricity;

WHEREAS, the Act mandates the establishment of & wholesale electricity spot market
(the “WESM”} where the trading of electricity can be made:

WHEREAS, the Act enjoined the Department of Energy (the “DOE") to establish the
WESM and to jointly formulate with the slectric pvwer industry participants the detailed rules
thereof, within one (1) year from the effectivily thereof; provided, that the price determination
melhodology shall be subject to the approval of the Energy Regulalory Commission (the
“ERC™;. &

WHEREAS, in accordance with and in comipliance with the Act, the DOE
promulgated the WESM Rules under Department Cireular Mo, 2002-06-003 dated 28 June
2002; .

WHEREAS, in compliance with the Act, the pertinent application for approval of the
Frice Determination Methodology (the “PDM™) for the WESM wis submitted lo the ERC for
approval; :

WHEREAS, the ERC, through its Order dated 15 March 2004 in ERC Casc No. 2003
356, required compliance with certain directives before the said price  determination

methodolegy may be approved, which directives requires, in turm, the amendment of the
WESM Rules;

WHEREAS, in compliance with the ERC directives, the DOE jointly with (he electrio
industry participants through the Philippine Electricity Market Corporation and its lechmical.
working group and sub-committees, and in accordance with the provisions of the WESM Rutles
on Rules Change, formulated the pertinent amendments to the WESM Rules;

} NOW THEREFORE, pursuant to its mandate under the Act and in accordance with
the WESM Rules, the DOE, hereby issues, adopts and promulgates the following amendments
to the WESM Rules:
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Aﬁ:eud ments to the WESH Rules
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Rule 3.2.2 is amended to insert Rule 3.2.2.3(A) before Rule 3.2.2.4

“Madal Prices at Market Trading Modes shall be used for the settlement of
energy f[or both generatars and cuslomers.”

Rule 3.2.3.1 is amended to read as follows —

"Customer nodes may be prouped into customer pricing zones in accordance
with the procedures to be developed by the Market Operator and subject to the
approval of the PEM Board, The Market Operator shall maintain and publish

the customer pricing zoncs to be used for the settlement of enerpy for
customers. " :

Rule 3.2.3.2 is amended to read a5 follows —

+All customers within a cuslomer.pricing zone shall face the same price for
eleclricity consumed.”

Rule 3.5.4.1 is amended to read:

“Ezch Customer may submil a forecast in respect of each trading interval for
each of its rogistered load facilities for cach trading day of wesk in accordance
with the timetable. The forecast submitted by the Customer shall be used by the
barket Operator in the preparation of Met Load Forecast,

If the Customer fails to submit a forecast of his load facilities in accordance

with the timetable, the forecast prepared by the Market Crperator at the node
where the customer is located shall be used.”

Rule 3.13.1.1 (b} is amended to read —

“(b) Identily the counter party to the bilaleral contract and the party that will
pay the line rental trading amount associated with the bilateral contract quantity
subimitled; and™

Rule 3.13.15 is hereby deleted.

Rule 3.13.16.2 is amended to read —

"The net settlement surplus;

(8 May be retained by the Market Operator to fund deficit as a result of
transactions required in clauses 3.13.14, or may be flowed back to the

Market Participants in accordance with the procedures to be developed
under clawse 3.13.16.3, or, may be used by the Market Operator to



establish apd supporl the market far Financial Transmission Rights
subject to the approval of the PEM Board; and,

:)] Shall be clearly accounted fop and taken inte aceoynt when sotting the
allowable charges undep any regulatery instruments applyitg to the
Markel Cperaior,™

Pule 313,163 is amended to read -

*The Market Cperatar shali:

(@}l  publish fegular summary reports an the amoun| of any net selllement
Surplus being generated: :

(h) within one year from spot market commencement date, and EVErY year
thereafler, publish 5 review of the underlying factors Eiving rse 1o any
nel settlement surplus, and attempt |o identify any binding constraints
which may have caused or contributed ta such et settlement surplus;

(c) determine, * jn consultalion with Trading Participants any Motwork
g Service Providers, and subject to approval by the PEM Board, whether
the net settlement surplus gonerated by any particular set of constrajnts
iz of such magnitude a3 to justify development of 2 Tegime similar (o that -
implemented in the WESM Rules with respect to transmission [ine
rentals and fransmission rights: o
(d)  develop procedures on the possible uses of net settlement surplus subject
lo approval by the PEM Board; and,

() continuously review fhe procedures on possible uses of net settlement

Rule 3.13.17 shall be added and shatj read as follows —

“Rule 3.13.17 Settlement Amounts for Trading Participants wity Bilatera]
Contracts

3.13.17.] For escly billing period, the Market Operator shal] determine the
settlement amount for each trading participant with bilateral contract ag the sum
of the aggregate lrading amounts for (he trading intervals in tha: billing periad,
determined in accordance with clause 1.13.17.2, F :

{8} Any amount bayable by the Market Operator ta that Trading Participant
in respect af (hat billing period and not Becounted for in clapge
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(c)

313.17.2, including payment for any ancillary services purchased on
behall of the System Opemator, less the sum of

Any market fees which that Trading Participant is required to pay in
respect of that billing period as determined in accordance with clauze
210 plus

Any other amounts payable by that Trading Participant to the bhfarket
Operatar in respect of that billing perod, including any aneillary
seTvices recovery charges,

.-3.]3.];12 The aggregale trading amount for a Trading Participant for a

trading interval equals the sum of;

(a)

(b)

()

(d)

(0

The ex-ante energy trading amounts. for each market trading node for
which the Trading Participant is responsible caleulated in accordance
with elauses 3.13.7 and 3.13.8 (which will typically be positive for a
Generation Company and negative for a Customer); plus

The ex-post energy trading amounts for each market trading node for
which the Trading Participant is responsible caleulated jn accordance
with clauses. 3,137 and 3.13.0 {which will typically be positive or
negalive for any Trading Participant); plus

The line rental trading amount corresponding to the quantity of bilateral
contract of that Trading Participant caleulated in accordance with clanse

‘3.13.12; plus

The reserve trading amounts for each reserve tegion ino which that
Trading Participant contributes reserve caleulated in accordance with
clavse 3.13.10 (which will always be positive for boih Generation
Companies and Customers); plus

The transmission right trading amounts for each transmission right held
by the WESM Participant calculated in accordance with clayse 31313
(which will always be positive for both Generation Companies and
Customers); plus i

The reserve cost recovery charge determined for that Trading Participant
with respect to any reserve cost recovery Zone within which it has any
facility connected calculated in accordance with the procedires
develeped under clanse 3.3.4 {which will be positive for any Trading
Participant); and

-



(@) Any other ancillary service cost recovery charges determined for that
trading Participant in accordance with the procedures developed under

clause 3.3.4."

10 Rule 3.15.22 {c) is herely deleted,

11.  Raule 10.4.6.1 is amended o read as [ollows -
"When Customer Pri.:;.[ng Zones are adopted and fxln'or to spot market

 commencement date, the Market Operator shall:”

1Z. The definition of Sectlemant Swephes found in Chapter 11 — Glossary iz amended
to read as follows —
Settlement Surplus — The settlement surplus remaining after all market
iransactions have been accounted for and is assumed to be allributable to
eeonomic rentals arising from other binding constraints,

Effectivity

These amendments shall be effeclive on the Fffteenth {15™ day following its
publication in the OfTicial Gazette,

M }Z
Secretary

Manila, Phi[ippines,; July 2004,




