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Project Authority

• ADB Project TA 6445 (REG)
• TA was result of agreement between DOE and

ADB to:
– Undertake a study to implement the IMO
– Implement the IMO

• Project commenced February 2010
– Project team: Alasdair Macdonald, Carlo Borlaza,

Richard Penn, Bennett Parton



• IMO is independent of stakeholders and arm’s length from
the government

• A Market Committee, composed of stakeholders, to be
established

• Creation of IMO Transition Board
– Stakeholder free composed of, at the very least, 3 independent

members, the PEMC President, and DOE Secretary
– Chaired by the DOE Secretary
– To oversee the orderly transition to the IMO Board when all

necessary preparatory steps are completed.

Summary of Recommendations



EPIRA R.A. 9136

Section 30 …

Not later than one (1) year after the implementation of
the wholesale electricity spot market, an independent
entity shall be formed and the functions, assets and
liabilities of the market operator shall be transferred
to such entity with the joint endorsement of the DOE
and the electric power industry participants.



EPIRA R.A. 9136

Section 30 …

Not later than one (1) year after the implementation of
the wholesale electricity spot market, an independent
entity shall be formed and the functions, assets and
liabilities of the market operator shall be transferred
to such entity with the joint endorsement of the DOE
and the electric power industry participants.



“independent entity”

• This is the IMO



EPIRA R.A. 9136

Section 30 …

Not later than one (1) year after the implementation of
the wholesale electricity spot market, an independent
entity shall be formed and the functions, assets and
liabilities of the market operator shall be transferred
to such entity with the joint endorsement of the DOE
and the electric power industry participants.



“INDEPENDENT”

• WHAT IS MEANING OF INDEPENDENT?

– guidance

• section 45 EPIRA
• Section 2(j) EPIRA
• JCPC deliberations
• WESM Rule 1.4.2.7



EPIRA R.A. 9136

Section 30 …

Not later than one (1) year after the implementation of
the wholesale electricity spot market, an independent
entity shall be formed and the functions, assets and
liabilities of the market operator shall be transferred
to such entity with the joint endorsement of the DOE
and the electric power industry participants.



“formed”

• Chairman Sen Cayetano stated that the JCPC
would interpret the word “form” liberally and
does not mean it has to be organized and
established

• The IRR refers to “formation or selection”, in
the case of the proposed IMO it has been
selected but not yet formed



EPIRA R.A. 9136

Section 30 …

Not later than one (1) year after the implementation of
the wholesale electricity spot market, an independent
entity shall be formed and the functions, assets and
liabilities of the market operator shall be transferred
to such entity with the joint endorsement of the DOE
and the electric power industry participants.



“market operator”

• This is the AGMO

– from whom the functions, assets and liabilities are
transferred to the IMO



“AGMO”

• This is the PEM Board and PEMC together



Rule 9 of the IRR

• Provides the details of the AGMO
• Under sections 7(a) and (b) the AGMO

governing body comprises stakeholder and
independent members chaired by the DOE
Secretary

• Its functions include governing the operation
of the WESM



Rule 9 of the IRR … cont

• Section 7(d) provides that the AGMO
governing body governs the operation of the
WESM until the formation or the selection of
the IMO

• Section 7(e) requires the AGMO governing
body to transfer its functions, assets and
liabilities to the IMO



Rule 9 of the IRR … cont

• Section 7(d) provides that the AGMO
governing body governs the operation of the
WESM until the formation or the selection of
the IMO

• Section 7(e) requires the AGMO governing
body to transfer its functions, assets and
liabilities to the IMO



IMO

• Other than the requirement to be
independent
– Rule 9 Section 6(a) of the IRR

• IMO required to

– Be financially and technically capable
– Have proven experience and expertise of not less than 2 years

as a leading market operator of similar or larger size electricity
market



EPIRA R.A. 9136

Section 30 …

Not later than one (1) year after the implementation of
the wholesale electricity spot market, an independent
entity shall be formed and the functions, assets and
liabilities of the market operator shall be transferred
to such entity with the joint endorsement of the DOE
and the electric power industry participants.



“joint endorsement”

• That the independent entity is jointly endorsed
means it has the blessing of the DOE and the electric
power industry participants.

– Refer JCPC deliberations



Project Guidance

• The Project Team guided by:

– The Legislative Context (Primary)
• EPIRA and the IRR set the Direction

– The International Context (Secondary)
• Provides level of confidence in Direction



ISO and IMO Governance
Structures

Comparison of other Markets



Independent

Board *

For Profit Rule Change

Process

Budget / Fee’s / Monitoring

New England ISO Yes No
Members Vote on Rule
Changes, outcome not
binding to the Board

Budget is set by NE ISO and Fee’s recovered
via a FERC governed Tariff.

Internal Market Monitoring and External

New York ISO Yes No Members - Management 
Committee (MC) votes 
on Rules 58% required 
for pass to go to Board

Budget is set by NYISO and Fee’s recovered
via a FERC governed Tariff. MC works with
NYISO on Budget

Internal Market Monitoring and External

PJM ISO Yes No
Members Committee –
provides advice to the
Board and
recommendations to the
Board.

Budget is set by PJM and Fee’s recovered via
a FERC governed Tariff.

Monitoring Undertaken by an outsourced
company Monitoring Analytics

MISO ISO Yes No
Advisory Committee
made up of members can
provide advice to the
Board on Rule changes

Budget is set by MISO and Fee’s recovered via
a FERC governed Tariff.

Internal Market Monitoring and External



Independent

Board *

For Profit Rule Change Process Budget / Fee’s

ERCOT ISO No mix of
Independents
plus
Participants

No
Members Technical Advisory
Committee (TAC) makes
recommendations to the Board.
PUCT has final approval, Sunset
Commission (2010)
recommended greater
independence so Board is
charged with developing a new
representative Advisory
Committee structure

Budget is set by ERCOT

Public Utilities Commission (PUCT)
approves fees

PUCT has Market Oversight

CAL ISO Yes No
Committees struck as required to
provide advice to the Board

Budget is set by CALISO and Fee’s
recovered via a FERC governed Tariff.

Internal and External Monitoring

Ontario IESO Yes No
Members Technical Panel
Recommends Rule Changes to
Board, Vote recorded

Budget set by IESO

Approved by Ontario Energy Board

Market Surveillance Panel Reports to
the OEB ( Regulator)

Alberta

AESO

Yes No
Consultation by AESO with
Members

Reviewed by Alberta Utilities
Commission (AUC) if complaints.

The Monitoring Authority is a separate
not for profit providing input to the
AUC



Independent

Board *

For Profit Rule Change Process Budget / Fee’s

Singapore

EMC

Yes –
Independent
of
Stakeholders

Yes, joint
venture
between
Gov’t and
Software
supplier

Members Rule Committee (RCP)
recommends Rule Changes to
the Board

Fees Approved by Energy Market
Authority (Gov’t Agency)

Market Surveillance Compliance Panel
Reports to the EMC and the EMA
(Regulator)

Australia

(AEMO)

Stakeholders
plus
Government
Majority of
Board is
Independent

No Rules set by AEMC ( Gov’t
Agency), CEO on the Board but
not to be Chair, AER conduct
monitoring and enforcement

Set by member agreed Tariff.

Market Monitoring reporting to a
constituent of the Australian
Competition Commission

Western

Australia

IMO

Yes No Members Market Advisory
Committee (MAC) recommends
Rule Changes to the Board

Set by the IMO and approved by the
State Minister for Energy

The Economic Regulation Authority a
separate Gov’t Organisation monitors
the Market

New Zealand Yes No,
outsourced
to service
providers

Ad Hoc Working Groups
reporting to the Board

Collected by the Gov’t of New Zealand



Summary of Comparison

• By far the vast majority of Market Operators (10 of
12) have an Independent Board and a not for Profit
Structure (11 of 12)

• Those that have Stakeholders on the Board (2 of 12)
have their Market Integrity Functions (Market
Surveillance and Compliance) reporting to a different
entity with the ability to effect change if issues are
found



Present WESM Structure

• Stakeholder Board:

– Has Market Integrity Functions
– (Compliance, Surveillance, Audit) Reporting to the Board and

– Governs operations
– Of Market Operator (PEMC)



Rule Change 
Committee

Technical Committee 

Dispute Resolution PanelDOE

ERC
Protocol for market 
mitigation, receipt of 
WMP assistance and 

reports, WCC 
assistance

SO
Protocol IMO

METERING
Protocol IMO

Market 
Surveillance
Committee

PEM BOARD 
Chaired by DOE, 3 Independents and 10 Stakeholders and 1 PEMC

Independent Audit

Current AGMO 
Structure

Enforcement and 
Compliance Officer

PEM AUDITOR

Protocol

Market Operations
Planning

Scheduling

Operations

Market Assessment

Enforcement and 
Compliance

Legal

Corporate Services
•Finance

•Billing and Settlement

•Human Resources

PEMC

Information Technology

Corporate Planning and

Communication



Proposed WESM Structure

• Independent Board:
• Having Market Integrity Functions Reporting to the

Board and
• Governing the operation of the Market Operator (IMO)

• Stakeholders providing guidance and advice



DOE

Market
Oversight
Reports to 
the Board

IMO BOARD 
5 independent members

The simple 
Concept

The
Independent

Market Operator

IMO

Management
and StaffMarket

Participants
provide Advice 
and Guidance
to IMO Board









Rule Change 
Committee

Technical Committee 

Dispute Resolution Panel

MARKET  COMMITTEE

Stakeholders

DOE

ERC
Protocol for market 
mitigation, receipt of 
WMP assistance and 

reports, WCC 
assistance

SO
Protocol IMO

METERING
Protocol IMO

Market 
Surveillance
Committee

Independent Audit

IMO and Market 
Committee

IMO COMPLIANCE 
COMMITTEE

IMO AUDIT 
COMMITTEE

Protocol

Market Operations
Planning

Scheduling

Operations

Market Assessment

Enforcement and 
Compliance

Legal

Corporate Services
•Finance

•Billing and Settlement

•Human Resources

IMO Management

Information Technology

Corporate Planning and

Communication

IMO BOARD 
Independent



Committee Structure

Stakeholder Committees



Market Committee (NEW)

Purpose: Responsible to provide Stakeholder input
into Board Decisions

• Provide Advice to IMO Board via Regular Meetings
• Provide a slate of potential Independent candidates to

the Board alternatively will select from a slate provided
to it

• Receive Recommended Rule Changes
• Recommend Rules changes to the Board
• Review Advice of other Committees
• IMO Budget Review

Composition:
One (1) Member representing the Market Operator;
One (1) Member representing Transmission Service Provider;
Four (4) Members from Distribution Utilities, provided that:

Two (2) are from Electric Cooperatives; and
Two (2) are from by Distribution Utilities

One (1) Member from Customers, including but not limited to
Suppliers;

Four (4) Members from Generation Companies

Rule Change Committee

Market Committee

Technical Committee 



Purpose: Responsible for reviewing proposed Rule
changes and provide advice to the Markets
Committee on these changes

• Provide advice whether proposed Rule Changes
warrant further study

• Provide Advice to Market Committee via Regular
Meetings

• Recommend Rules changes
• Can create special Working Groups with expertise to

review proposed Rule Changes

Composition:
One (1) Member representing the IMO (Chair);
One (1) Member representing Transmission Service Provider;
Four (4) Members from Distribution Utilities, provided that:

Two (2) are from Electric Cooperatives; and
Two (2) are from by Distribution Utilities

One (1) Member from Customers, including but not limited to
Suppliers;

Four (4) Members from Generation Companies
Four (4) Independents

Rules Change Committee
(Established)

Rule Change 
Committee

Market Committee

Technical Committee 



Technical Committee
(Established)

Purpose: Responsible for reviewing the technical performance
of the MMS and other related systems and for
recommending upgrades/changes

• Monitor Technical Matters related to the WESM
• Provide Technical Reports to MC
• Provide Technical Expertise to MC on

– IT
– Metering

• Provide advise if requested to RC
• Provide Technical advice to the IMO
• Create Special Working Groups if required.

Composition:
One (1) Member representing the Market Operator;
One (1) Member representing Transmission Service Provider;
Four (4) Members from Distribution Utilities, provided that:

Two (2) are from Electric Cooperatives; and
Two (2) are from by Distribution Utilities

One (1) Member from Customers, including but not limited to Suppliers;
Four (4) Members from Generation Companies
Four (4) Independents

Rule Change Committee

Market Committee

Technical Committee 



Board Structure



BOARD MEMBERSHIP

• Prescriptive member qualifications

• 6 member Board

• IMO President on Board

• Independent from Stakeholders

• Arms length from Government



Committee Structure

Independent Committees
Reporting to the IMO Board

For Market Oversight



IMO Market Surveillance
Committee

(Established)

Purpose: Responsible to provide Independent
Advice on Participant Behaviours and anti
competitive behaviour

• Provide Advice to IMO Board via Regular Meetings
• Provide Advice on Participant Behaviour
• Provide Advice on Anti Competitive Behaviour
• Review Advice of other Committees
• Matters Concerning the Spot Market that should be

submitted to IMO Board, ERC and DOE
• Recommend Rules changes to the Board to create

correct market incentives and / or enhance the ability
to meet the WESM objectives

Composition:
Four (4) Members are Independent appointed by the IMO Board

Dispute Resolution Panel

Market 
Surveillance
Committee

Independent Audit

IMO COMPLIANCE 
COMMITTEE

IMO AUDIT 
COMMITTEE



IMO Compliance Committee
(Established)

Purpose: Responsible to provide Independent
Advice on Breaches of the Market Rules

• Provide Advice to IMO Board on Sanctions against the
System Operator, Market Operator and Participants

• Review Participant Behaviour against the WESM Rules
• Provide a Mechanism to promote Compliance with

the Rules
• Recommend Rules changes to the Board to create

correct market incentives and / or enhance to ability to
meet the WESM compliance objectives

Composition:
Three (3) Independent Members consisting of:

One (1) lawyer
Two experts in Electrical Generation and or other affiliated

fields

Dispute Resolution Panel

Market 
Surveillance
Committee

Independent Audit

IMO COMPLIANCE 
COMMITTEE

IMO AUDIT 
COMMITTEE



IMO Audit Committee / IMO
Auditor

(Established)

Purpose: Responsible to Conduct Annual Audits of the
Market Operator and Provide advice to the IMO
Board

• Provide Advice to IMO Board via Regular Meetings
• Conduct Annual Audits on the Market Operator and

Settlement Systems
• Test new software being provided by the IMO to

participants
• Review IMO Procedures and Manuals at the direction of

the Board
• Recommend Rules changes to the Board due to Audit,

test, check or other review
• Review Advice of other Committees

Composition:
The Market Auditor is appointed by the IMO Board and is Independent

Dispute Resolution Panel

Market 
Surveillance
Committee

Independent Audit

IMO COMPLIANCE 
COMMITTEE

IMO AUDIT 
COMMITTEE



IMO Dispute Resolution
Panel

(Established)

Purpose: Responsible to provide a Dispute
Resolution mechanism for members of WESM

• Resolve participant disputes about payments
• Resolve participant disputes about Final Statements
• Resolve participant disputes about Contracts between

parties wrt application of WESM Rules
• Resolve participant disputes about non compliance

with the WESM Rules

Composition:
All members of the Panel are Independent and approved by the

Board – an outsourced function

Dispute Resolution Panel

Market 
Surveillance
Committee

Independent Audit

IMO COMPLIANCE 
COMMITTEE

IMO AUDIT 
COMMITTEE



Conclusion
• This is the Structure recommended by the Project

Team
• This Structure provides:
– A strong and purely independent market system to

ensure consumer protection and enhance the
competitive operation of the electricity market and
promote investor confidence

– a dual governance role of both an Independent Board
and a separate Market Participant function



Transition Plan

• Creation of the Interim Transition Board, which
mandates include:

– Prepare criteria for selection of new governance
members; establish corporate structure: establish
remuneration mechanism, decision on tenure

– Review existing protocols and prepare amendments and
new protocols as appropriate

– WESM Rules development and changes
– Manuals enhancements and amendments



Transition to IMO

• The following provides a pictorial outline of
the transition from the current AGMO PEM
Board through the ITB to the final IMO
structure



Rule
Change
Committee

Technical
Committee

Dispute Resolution Panel

DOE

ERC
Protocol for market 
mitigation, receipt of 
WMP assistance and 

reports, WCC 
assistance

SO
Protocol IMO

MSP
Protocol IMO

Market 
Surveillance
Committee

AGMO (PEM) BOARD 
Chaired by DOE, 3 Independents and 10 Stakeholders and PEMC President

Current AGMO 
Structure

Enforcement and 
Compliance Officer

PEM Auditor PEMC Organic Units

Market Assessment

Enforcement and 
Compliance

PEMC
Market Integrity Functions
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DOE

ERC
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SO
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MSP
Protocol IMO

Market 
Surveillance
Committee

INTERIM TRANSITION BOARD 
Chaired by DOE, PEMC President, 3 to 5 Independents

ITB and Market 
Committee

Enforcement and 
Compliance Officer

PEM Auditor PEMC Organic Units

Market Assessment

Enforcement and 
Compliance

PEMC
MARKET COMMITTEE

Stakeholders

Market Integrity Functions



Rule
Change
Committee

Technical
Committee

Dispute Resolution Panel

DOE

ERC
Protocol for market 
mitigation, receipt of 
WMP assistance and 

reports, WCC 
assistance

SO
Protocol IMO

MSP
Protocol IMO

Market 
Surveillance
Committee

INTERIM TRANSITION BOARD 
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ITB and Market 
Committee

Market Integrity Functions



Rule
Change
Committee

Technical
Committee

Dispute Resolution Panel

DOE

ERC
Protocol for market 
mitigation, receipt of 
WMP assistance and 

reports, WCC 
assistance

SO
Protocol IMO

MSP
Protocol IMO

Market 
Surveillance
Committee

IMO Compliance 
Committee

IMO Audit Committee PEMC Organic Units

Market Assessment

Enforcement and 
Compliance

PEMC
MARKET COMMITTEE

IMO BOARD 
Five (5) Independents + PEMC President

IMO
Final Structure

Market Integrity Functions



IMO SELECTION

5 INDEPENDENT MEMBERS

ASSUMPTIONS:

• NO STAKEHOLDER MEMBERS

• THE 5 INDEPENDENT DIRECTORS ARE MEMBERS

• IMO MEMBER TERM IS 5 YEARS (INITIALLY TERM IS 
STAGGERED)

• PRESIDENT IS NON-VOTING MEMBER
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Year 5 
Technical 

Year 3 
Finance 

Year 2 
Economist 

Year 4 
Lawyer 

President 

slate

slate

slate

slate 

Approve 2
from slate 

Approve 2
from slate 

Approve 2
from slate 

Approve 2
from slate 

Selection 
Selection 

Selection 

Selection 

Year 1  
Academe 

slate

Selection 

Approve 2
from slate 



ITB SELECTION

ASSUMPTIONS
• NO STAKEHOLDER MEMBERS

• ITB MAXIMUM 5 INDEPENDENT DIRECTOR MEMBERS 

• QUORUM 3 INDEPENDENT DIRECTORS PLUS DOE 
AND PRESIDENT

• ITB MINIMUM 5 MEMBERS (INCLUDING DOE AND 
PRESIDENT)

• PRESIDENT IS NON-VOTING MEMBER

• EACH ITB MEMBER SERVES THE FULL TERM OF THE 
ITB

• MARKET COMMITTEE WILL BE ESTABLISHED 
CONCURRENTLY WITH ITB ESTABLISHMENT
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THE END


