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MESSAGE FROM THE CEO
CONQUERING CHALLENGES IN THE WESM

Dear readers,

C

hallenges are inevitable in
our market environment. One
of the pervasive challenges
is price volatility brought about by
seasonal variations in weather. For
instance, the hot summer period has
significantly contributed to numerous price spikes as electricity demand peaked. Moreover, forced outage of major power plants has even
aggravated the situation during the
quarter.
In an ill-timed turn of events in
April 2019, the Zambales earthquake led to multiple tripping of
plants and transmission lines which
resulted in further thinning of power supply. With rampant occurrence
of high prices, the Secondary Price
Cap (SEC) was repetitively triggered
in Luzon and Visayas from April to
June 2019.
Other than erratic prices, transition
to the enhanced market design is
a major aspect to hurdle. In April
2019, the parallel operations program (POP) was launched to assess
the readiness of all stakeholders
for the implementation of the new
WESM design and associated systems. So far, several participants
have already participated in the pro-

gram. The challenge for IEMOP is to
not settle on the current turnout and
continue to encourage participation
to guarantee future success.

contribute to the country’s elusive
goal of academic excellence and to
help shape the future of such brilliant minds.

Further, IEMOP recognizes the challenge of enhancing customer experience and stakeholder relations.
The organization is committed to
spearhead programs and activities
that will provide the best strategic
response to the requirements of the
stakeholders. We aspire to become a
dependable and competent partner
that can deliver the most effective
services and solutions to delight our
participants.

As more challenges arise, IEMOP
has to align its efforts with current
and evolving industry trends and
requirements. Despite the enormity
of market barriers confronting us, a
firm commitment to value creation,
synergy and innovation as well as
effective and timely actions will
drive us to success.

One collaboration point for success
is the conduct of the first-ever Market Participants Update (MPU) on
11 April 2019. This was arranged to
apprise participants on market outcome, system performance and recent developments as well as to create discourse on relevant policy and
operational issues in the WESM. The
event was an overwhelming success
as IEMOP gained affirmative feedback from the attendees. We plan to
make this a regular undertaking.
In June 2019, IEMOP has established
a Memorandum of Understanding
(MOU) with the National Grid Corporation of the Philippines (NGCP)
for the creation of Operational Protocols that would promote efficiency in data exchange, systems and
processes of IEMOP and NGCP. The
challenge is for both organizations
to complete and implement the protocols that were identified in the series of workshops.
Likewise, a Memorandum of Agreement (MOA) between IEMOP and
the Philippine Science High School
(PSHS) for the Science Immersion
Program (SIP) was signed in June
2019. This becomes a significant
opportunity and challenge for us to

There is still much to do but with
our willingness and ability to work
together, we will all emerge as winners. Rest assured, we shall strive to
create the value expected from us
and to transcend all challenges that
will come our way.

Very truly yours,

MALEE BIGORNIA
President and CEO
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MESSAGE FROM THE COO

SUMMER CHALLENGES BRING A RENEWED FOCUS
ON IEMOP OBJECTIVES AND STRENGTHS

NGCP, as the System Operator (SO),
has also undertaken connection
testing of their Energy Management
System (EMS) interface with the
NMMS particularly on the timely
and accurate publication of market
schedules. Through the POP, the Metering Service Providers (MSPs) are
given the opportunity to upload the
metering information/quantities on
a daily basis via the CRSS.

Dear everyone,

W

e have experienced the
peak of summer during
the quarter. IEMOP has
dealt with a number of challenging market scenarios on top of the
piercing summer heat. Record-high
demand and rampant outages of
major generating plants resulted
in unprecedented spikes in WESM
prices.
Despite difficulties, IEMOP has ensured the reliability of the current
MMS and continuous tracking of
market prices so as to provide relevant and timely information to government agencies and stakeholders.
As to the Parallel Operations Program (POP), we have already
reached the final leg of the threemonth assessment exercise on market readiness of all stakeholders
and service providers. Insofar as
participation is concerned, about 90
percent of trading participants have
taken part in the daily POP activities.
Moreover, IEMOP has taken this opportunity to have a final assessment
of the new Market Management System (NMMS) in compliance with the
enhanced WESM design (EWD).

The findings and recommendations
of Sapere Research Group, the third
party consultant commissioned by
PEMC, shall be documented in a final report due for submission on
July 24 and presented to the PEM
Board at the end of July 2019. Issues
that may be raised in the findings
should be resolved before the GoLive (commercial operations of the
NMMS and CRSS) which is targeted
on 26 October 2019.
In addition, integral part of the GoLive criteria is the ERC-approval of
the Price Determination Methodology (PDM). Based on the ERC timetable, the target approval is in September 2019, a month prior to the
scheduled EWD launch.
For Mindanao, the POP will be extended and the commercial operation is slated on 26 January 2020 to
give ample time for preparation of
Mindanao stakeholders.
With the active participation on
POP activities, we will be able to
reach our goal to transition from
current MMS to the new one. Given
the new environment, birth pains
are expected. Rest assured, IEMOP
remains steadfast in addressing and
resolving the issues towards an efficient WESM operation.
The challenges that we face not only
this summer but also on a regular

basis only inspire us to have a renewed focus on our critical objectives to purposely serve our participants and efficiently operate the
electricity market. IEMOP, with its
competent, dedicated and reliable
people, is ready to help/provide
support in all facets of market operations from technical assistance,
market services, market development and rules enhancements,
among others, on any given day, in
any given season.

Sincerely,

ROBIN DESCANZO
COO and Trading Operations Head
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MARKET OPERATIONS
REPORT
WESM REGISTRATION

SUPPLY, DEMAND, AND SPOT
PRICES

A

peak demand (Luzon and Visayas) of 13,450 MW was recorded this quarter which is
around 5% increase from the same
period last year. Compared to Luzon, Visayas showed a higher percentage increase.
In April 2019, forced outage of major
generating plants and surge in demand resulted in a significant number of WESM price spikes. Prices
lowered as demand dropped during
the holy week.

Table 1. WESM Registration as of 28 June 2019

RCOA REGISTRATION

The already thin supply margin was
further aggravated when an earthquake struck Zambales on 22 April
2019 causing multiple tripping of
generating plants and transmission
lines. Moreover, tight supply margin during the period led to multiple
alert warnings and implementation
of manual load dropping (MLD).
Due to sustained high prices in April
and June 2019, the Secondary Price
Cap (SEC) was triggered for 237 and
266 trading intervals in Luzon and
Visayas, respectively.

Table 2. RCOA Registration as of 28 June 2019

With this, average spot prices increased this quarter. June 2019 reflected an hourly average LWAP
(load-weighted average price) of
P7.881/kWh, the highest since June
2018 (at P4.073/kWh). Notwithstanding, average spot prices were relatively low for the past four (4) years.
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MARKET OPERATIONS
REPORT

Figure 1. Supply, Demand, and Average Price for Q2 2019

Table 3. Q2 Peak Demand for 2019 and 2018
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MARKET OPERATIONS
REPORT
CONGESTIONS

S

ignificant number of congestions occurred at the Bauang-BPPC
and
BalingueoKadampat 230 kV Lines during the
period in view of the N-1 contingency imposed at the San Manuel EHV
substation.
With the abundance of renewable
energy and conventional plants in
the islands of Negros and Panay exporting power towards Cebu, congestions have frequently occurred
at the Cebu-Negros submarine cable.
Likewise, congestions have recurred
in Leyte-Bohol and Negros-Panay
submarine cables, and lines at New
Naga to Cebu and Quiot substations.

Table 4. Frequent Congestions from April 2019 to June 2019

The application of the Price Substitution Methodology (PSM) has mitigated the price impact of network
congestions at the Cebu-Negros submarine cable, and Bauang-BPPC and
Balingueo-Kadampat 230 kV Lines.

GENERATION MIX

T

here was a slight increase
in generation output from
coal-fired plants serving as
base load capacities for the period.
Output from natural gas plants decreased during the quarter. As indicated in Figure 2, coal and natural
gas plants accounted for more than
three-fourths of the generation mix.
Geothermal plants and hydro plants
registered a 10.5% and 4.1% contribution respectively. With tight supply conditions, the presence of oilbased plants in the generation mix
increased at 3.9%.

Figure 2. April 2019 – June 2019 Generation Mix
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MARKET OPERATIONS
REPORT
MARKET TRANSACTIONS

T

he second quarter of 2019 reflected an average monthly
consumption of 7,226 GWh,
which is higher than the first quarter of 2019 at 5,994 GWh. Spot market transactions (9.7% of the customer’s consumption from April to June
2019) were settled at P7.90/kWh.
The Effective Spot Settlement Price
(ESSP) was recorded at P8.38/kWh
for June 2019—an all-time high.

Figure 3. Trend of Market Transactions from Q1 2019 to Q2 2019

RETAIL MARKET TRANSACTIONS
There are now 1327 contestable
customers registered in the CRB.
IEMOP processed 287 total supplier switches by contestable
customers.
Top 3 suppliers with most number of contestable customers are
MERALCO, Aboitiz Energy Solutions, and San Miguel Electric
Corporation.
The Contestable market now has
23% energy share.

Figure 4. Retail Market Transactions in Q2 2019
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MILESTONES
AND OTHER
UPDATES
RULES CHANGE PROPOSALS

W

ESM exists amidst a myriad of laws, policies, rules,
and regulations. As part
of our objectives to effectively address stakeholder needs and excel
in operating markets, IEMOP continuously aims to innovate its market operator services for the benefit of the market participants and
improve on delivery of its market
operator and other services. In line
with this, IEMOP has submitted
several rules change proposals to
the WESM Rules Change Committee
(RCC). Highlights of those proposals
and their status are as follows:
PROPOSED AMENDMENTS TO
THE WESM RULES AND MANUALS FOR THE IMPLEMENTATION
OF DOE DC2019-02-0003 PROVIDING FOR THE FRAMEWORK GOVERNING THE OPERATIONS OF
EMBEDDED GENERATORS
On 01 April 2019, the DOE promulgated DC2019-02-0003 that provided for the framework governing
the operations of embedded generators. Under Section 11.1 of the DC,
the Market Operator is directed to
submit to the RCC proposed changes to the WESM Rules and Market
Manuals in accordance with the
newly promulgated policy.
The following proposed amendments incorporate relevant provisions of DC2019-02-0003 to the
WESM Rules and Manuals:
• refer all metering installations
standards for embedded generators (i.e., meter, instrument
transformers, grounding, communication link, security, redundant metering) to the Philippine Distribution Code with
additional requirement for
5-minute interval metering;

•

•

mandatory registration of embedded generators that meet
the following criteria: (1) maximum stable load (Pmax) equal
to or above the following regional thresholds: 10 MW for
Luzon, 5 MW for Visayas and
Mindanao; or (2) Pmax below
regional thresholds but embedded generator has bilateral
contract outside its host distribution utility; or (3) generating
unit is under the Feed-In Tariff
(FIT) system
Voluntary registration of embedded generators that do not
meet the criteria above

For consistency, the same Pmax
thresholds are also proposed to be
used for classifying non-scheduled
generating units.
The rules change proposal was approved for publication for stakeholder comments during the Rules
Change Committee meeting on 21
June 2019 and was posted on 25
June 2019.
PROPOSED AMENDMENTS TO
THE WESM RULES AND WESM
MANUAL ON REGISTRATION,
SUSPENSION, AND DE-REGISTRATION CRITERIA AND PROCEDURES TO HARMONIZE WITH
R.A. 11234 AND ADDITIONAL
REQUIREMENTS FOR DE-REGISTRATION AND CESSATION
Under Section 13 of the recently
approved RA 11234 (An Act Establishing the Energy Virtual One-Stop
Shop for the Purpose of Streamlining the Permitting Process of Power Generation, Transmission, and
Distribution Projects), the market
operator is given a total of 15 calendar days to release actions on

applications received, counting
from the submission of complete
requirements. Amendments to the
WESM Rules and to the WESM Manual on Registration, Suspension,
and De-Registration Criteria and
Procedures are proposed to reflect
this new processing timeline in the
WESM Rules (i.e., 15 calendar days
from 15 working days).
For consistency in the implementation of processes for facility de-registration and WESM membership
cessation, the following amendments to the WESM Rules and to
the WESM Manual on Registration,
Suspension, and De-Registration
Criteria and Procedures are additionally proposed:
• reflect additional requirement
(i.e., proof of disconnection) for
notifying the Market Operator
regarding facility de-registration
• clarify and reflect additional
requirement (i.e., proof of disconnection) from WESM member prior to issuance of Notice
of Cessation
The rules change proposal was approved for publication for stakeholder comments during the Rules
Change Committee meeting on 21
June 2019 and was posted on 25
June 2019.
PROPOSED AMENDMENTS TO
THE WESM MANUAL ON CONSTRAINT VIOLATION COEFFICIENTS (CVC) AND PRICING RERUNS TO INCLUDE ADDITIONAL
CVCS TO REFLECT THE DISPATCH
HIERARCHY OF SELF-SCHEDULED GENERATION
The market dispatch optimization
model (MDOM) uses linear pro-
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MILESTONES
AND OTHER
UPDATES
graming to determine the optimal
dispatch schedules and nodal prices every dispatch interval. The optimization process considers the
inputs from the Market Operator,
System Operator and Trading Participants to determine the optimal
schedules and nodal prices. However, the conditions set by these
inputs may not always lead to a
feasible solution (e.g., scheduling
all generating units will not satisfy
demand due to supply scarcity). As
such, Constraint Violations Coefficients (CVCs) are set for market dispatches to ensure that the MDOM
always finds a solution which satisfies all the constraints, if such a
solution exists.
Currently, there is only one CVC associated with non-scheduled, priority dispatch and must dispatch
generating unit classifications of
self-scheduled generation. However, these three classifications are
prioritized differently in dispatch
curtailment and should be associated with separate CVCs. As provided
in Clause 3.6.1.8 of the WESM Rules,
the MDOM shall consider the following hierarchy when a combination of the groups is to be restricted:
(a)Market offers of scheduled generating units beyond its minimum
(b)Non-scheduled generating units
(c)Priority dispatch generating
units
(d)Must dispatch generating units
The proposed amendments seek to
include additional CVCs to reflect
the dispatch and curtailment hierarchy for non-scheduled, priority
dispatch and must dispatch generating unit classifications.
The rules change proposal was approved for publication for stakeholder comments during the Rules

Change Committee meeting on 21
June 2019 and was posted on 25
June 2019.
[GENERAL] PROPOSED AMENDMENTS TO THE (1) WESM RULES
AND (2) WESM MANUAL ON
BILLING AND SETTLEMENT FOR
ENHANCEMENTS TO THE DETERMINATION OF INITIAL PRUDENTIAL REQUIREMENTS
In line with the instruction from
the DOE, IEMOP submitted urgent
amendments to the WESM Rules
and WESM Manual on Billing and
Settlement for enhancements to
the determination of initial prudential requirements. The urgent
amendments were approved by the
PEM Board on 27 March 2019. For
the continuous implementation of
the enhancements and to provide
additional clarifications in its implementation, IEMOP submitted
general amendments on the same
topic.

In summary, the submission proposes that initial prudential requirements shall be determined
more accurately based on quantity
projections and with the use of the
WESM settlement amount formula. This includes the removal of the
minimum initial prudential requirement equivalent to 10% of the
projected consumption of the new
WESM member.
The rules change proposal was approved for publication for stakeholder comments during the Rules
Change Committee meeting on 21
June 2019 and was posted on 25
June 2019.
UPDATES ON PREVIOUSLY REPORTED RULES CHANGE PROPOSALS
The table below provides updates on the IEMOP-initiated rules
change proposals that were reported in the previous quarterly report:
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MILESTONES
AND OTHER
UPDATES
UPDATES ON THE PARALLEL
OPERATIONS PROGRAM

I

n preparation for the implementation of the Enhanced WESM
Design and Operations, the Sapere Research Group, the third
party consultant commissioned by
the Philippine Electricity Market
Corporation (PEMC), has conducted a Market Readiness Assessment
(MRA) for all WESM stakeholders.
On 26 April 2019, IEMOP has commenced the Parallel Operations
Program (POP) for the commercial
launch of the following new market
systems:
• New Market Management System (NMMS)
• Central Registration and Settlement System (CRSS)1
In the course of the POP, assessment
of the market results and Market
Operator performance is being performed. Market results involve the
scheduling, pricing and settlement
processes under the enhanced
WESM design using the new market systems. The Market Operator
performance is measured against
pre-determined performance standards.
In compliance with the requirements of the Energy Regulatory
Commission (ERC), comparison
of market results from the NMMS
(implementing enhanced WESM
design) and current MMS using
the same inputs (e.g., bids and offers, load forecast, real-time data)
will also be performed. An offline
NMMS system shall be used for this
endeavor.
Further, during the MRA Meeting
with the Department of Energy, the

Market Readiness Steering Committee (MRSC) composed of the
PEMC, IEMOP, NGCP, and PIPPA was
established. The MRSC shall discuss the work plans to address POP
and Go-Live issues identified by Sapere. Further, the MRSC has agreed
on the following Go-Live dates:
• Go-Live Target for Luzon and
Visayas: 26 October 2019
• Go Live Target for Mindanao:
26 January 2020 or after Mindanao issues are resolved
1 Some modules of the CRSS are already being used
in the current operations of the WESM.
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SPECIAL FEATURE
CAREER AND WORKPLACE

NURTURING POTENTIAL THROUGH A FORWARD-FOCUSED MINDSET

A

“talking photo” – a concept
that is mostly associated with
fiction and maybe magic, has
caused excitement amongst camera
enthusiasts. It was announced that
a new hybrid instant camera with
a sound feature, will be released
soon. The said feature allows audio
recording of up to 10 seconds, and
converts the audio data into a QR
code that can be printed together
with the photo. The audio recording
can then be “played” by scanning
the QR code using a smartphone.
Someone can now low look at a photo of the sea that has the sound of
waves crashing. With this feature,
certain aspects of a photograph are
sure to be highlighted, making captured moments more memorable.
While this new product is a breakthrough in the world of photography, it is also a prime example of
how much technology has advanced
in this day and age. A concept that
used to sound farfetched and impossible has been made into reality.
Amazing as these products are, remember that all these innovations
began with just an idea. An idea
paired up with the ambition to materialize them, fostered the creation
of new products. With that being
said, you may wonder how all these
are relevant to us. Admittedly, not
everyone is destined to be the next

Thomas Edison or Steve Jobs of their
generation. But it does not mean
that we are incapable of innovation
and doing great things. Everyone
has an innate potential to excel. It
just translates differently as each
person is unique in their own skills
and capabilities. The challenge now,
is how to go about nurturing said
potential in our day to day lives, to
achieve desired results.
In an article written for American
Express, the author discusses ways
on developing a forward-focused
mind. Adapting what is written
there, below is a guide that we can
use.
1. Do personal research. Examine yourself and determine your
strengths and weaknesses. Identifying the skills you have will assist
you in forming a personal framework on what skills you are able to
utilize and what need to be further
enhanced. With this, you gain a
clearer and better understanding of
your abilities.
2. Be a positive future thinker.
Engage yourself into the future by
adopting a habit of thinking ahead
and anticipating future possibilities.
Knowledge is constantly evolving
and for this reason, there is a need
to stay up to date on the changes

that occur. Keep abreast of updated knowledge and ideas, especially
those that will be helpful in honing
your skills.
3. Be ambitious – ambitious enough
to not be afraid of taking risks. The
knowledge and ideas that you have
will remain as is if not acted on. As
mentioned, the ambition to materialize ideas is what makes innovation possible.
At the end of the day, a big discovery
is not needed to prove greatness. So
long as we continue to improve our
skills, little by little we are able to
contribute in our own way. Remember that, even a small drop creates
ripples. Small efforts can still yield
great results. As long as you are putting your best foot forward, your
efforts will lead to progress – and
that’s when you know that you have
shown your potential. The results
that you produce is a testament to
the potential that you have within.
Words by Marvi L. Francisco
REFERENCES
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IN PHOTO: 1. IEMOP President, Engr. Bigornia, shares updates at the Market Participants Update (MPU), 2. Stakeholders from all regions attended
the MPU on 11 April 2019, 3. IEMOP and PEMC officers during the MPU Open Forum, 4. MPU breakout session tackles updates on Retail Electricity
Market, 5. IEMOP Chief Corporate Strategy and Communications Officer, Engr. Cacho, apprises the participants on Market Developments and Rules
Changes, 6. IEMOP COO, Engr. Descanzo, on Market Operations Highlights, 7. IEMOP and PEMC Board of Directors and key officers.
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IN PHOTO: 8. IEMOP, PEMC, and NGCP officers at the IEMOP-NGCP MOU Signing, 9. PEMC-IEMOP-NGCP leaders, 10. IEMOP, PEMC, and NGCP officers discuss the terms of the MOU, 11. PSHS students learn more about System Operation at the NGCP office, 12. PSHS students know more about
the history of Manila Electric Company at the MERALCO Museum, 13. Engr. Bigornia opens the IEMOP-PSHS MOU Signing, 14. PSHS System Executive Director, Ms. Habacon, shares the value of IEMOP-PSHS partnership for the youth, 15. IEMOP and PSHS System MOU Signing on 4 June 2019.

