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C o n s u l t a t i o n  o n  t h e  
P r o p o s e d  W E S M  
P e n a l t y  M a n u a l

0 1  J u n e  2 0 1 8
1 9 / F  M e e t i n g  R o o m

Presentation to the Rules Change Committee

ACTION REQUESTED

• Request for Comments on the Proposed WESM 
Penalty Manual 
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BACKGROUND

3

WESM Rules 
Clause 1.6.3

The MSC is mandated to 
design and promulgate, and 
thereafter regularly review, 

penalty levels and appropriate 
range of penalties for breaches 

of the WESM Rules

The MSC will conduct 
consultations with the Rules 
Change Committee and the 

PEM Board in its formulation 
of the penalty levels and 

appropriate range of penalties.

BACKGROUND

4

12 Feb 2008
MSC promulgated the WESM 

Financial Penalty Manual Issue 
1.0
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Timeline
PROPOSED WESM PENALTY MANUAL

14 Aug 
2017

• Consultation on the proposed WESM 
Penalty Manual Issue 2.0 with the 
Transition Committee

15 Aug 
2017

• Posting of the proposed WESM Penalty 
Manual Issue 2.0, for comments of 
interested parties
• 30 working days – commenting period

5

Timeline
PROPOSED WESM PENALTY MANUAL

14 Sep 
2017

• Consultation on the proposed WESM 
Penalty Manual Issue 2.0 with the RCC
• After the consultation, the MSC agreed to further discuss 

the proposal, particularly the features of the penalty 
scheme, among others. 

Oct 2017 to 
May 2018

• MSC’s Further Review of the proposed 
WESM Penalty Manual Issue 2.0
• Additional revisions were incorporated into the proposal, 

which is now referred to as proposed WESM Penalty 
Manual (Version 2.1)
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Timeline
PROPOSED WESM PENALTY MANUAL

18 May 
2018

• Consultation of the proposed WESM 
Penalty Manual (Version 2.1) with the 
Transition Committee

24 May 
2018

• Posting of the proposed WESM Penalty 
Manual (Version 2.1), for comments of 
interested parties
• 30 working days – commenting period
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Timeline
PROPOSED WESM PENALTY MANUAL

30 May 
2018

• Consultation of the proposed WESM 
Penalty Manual (Version 2.1) with the 
PEM Board

01 Jun 
2018

• Consultation of the proposed WESM 
Penalty Manual (Version 2.1) with the 
RCC
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Proposed Process (with Specified Penalty Level)
PROPOSED WESM PENALTY MANUAL

9

Counting of Possible Non-Compliance
(Automatic)

Determination of Breach 
(Automatic)

CMON Module

Notice of Non-compliance

• Level 1
• Level 2
• Level 3
• Level 4

Submission of TPs’ Explanation (with Notarized 
Supporting Documents) and SO Reports

• Request for Reconsideration Process

Supporting 
Documents/ 
Explanation 

Valid?

End
YES NO Proceed with Penalty 

Imposition/Issuance of Notice by 
PEMC-ECO

Platform 1

Platform 2

• Supporting documents to 
be submitted within 3 days 

• SO reports to be submitted 
within 7 days 

Start

Process - Request for Reconsideration
PROPOSED WESM PENALTY MANUAL

14

Filing of Request for Reconsideration 
(Filed with the ECO)

WESM Member

Resolution on the Request for 
Reconsideration

(Done through the issuance of a Resolution; 
Penalty Refunded or Credited, as the case may 

be)

Enforcement and Compliance Office

Market Surveillance Committee

Decision in the Appeal Case
(Done through the issuance of a Decision duly 

signed by MSC Chairperson)

Files an 
Appeal 
Memora
ndum?

YES

Appeal 
Timely 
Filed?

• Within ten (10 ) Business 
Days from receipt of Notice

• Aggregate amount of the 
penalty, in a billing period, 
should not be less than 
Php1M

E
N
D

NO

E
N
D

• Within ten (10 ) Business 
Days from receipt of 
Resolution

NO

YES

Elevation of Record of Appeal Case

• Copy of the Decisions shall 
be served upon the 
concerned WESM Member, 
ECO and MO

• Within fifteen (15) Business 
Days from the time the 
request is submitted for 
resolution

• Copies of resolution to be 
provided to the concerned 
WESM Member, MO, SO , 
DOE and ERC

E
N
D
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Summary of Major Revisions
PROPOSED WESM PENALTY MANUAL

15

• Scope of Application
• Covers breaches of the WESM Rules and Retail Rules
• Not applicable for anti-competitive behavior or abuse of 

market power

1. Definition and clarification of the scope 
of application of the penalty system

Summary of Major Revisions
PROPOSED WESM PENALTY MANUAL

16

• Revision of penalty levels
• Covers both non-financial and financial penalties, taking 

into consideration the nature of the breach and 
circumstances surrounding the breach

• Revision to and clarification of qualifying 
circumstances to be considered in determining the 
applicable penalty level in case of actual breach

2. Penalty levels and qualifying 
circumstances
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Summary of Major Revisions
PROPOSED WESM PENALTY MANUAL

17

• Clarification of the application of the penalty system 
particularly the categories of non-compliances that the 
penalty system applies
• Includes the schedule of breach and corresponding 

applicable penalties and penalty levels
• Penalties may only be imposed for non-compliances that 

are included in the schedule of breaches

3. Schedule of breaches and 
corresponding applicable penalties

Summary of Major (Additional) Revisions
PROPOSED WESM PENALTY MANUAL

18

• DOE promulgation of WESM Penalty Manual, instead of 
the MSC, in consultation with RCC, PEM Board and 
Stakeholders

4. DOE promulgation of the WESM 
Penalty Manual
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Summary of Major (Additional) Revisions
PROPOSED WESM PENALTY MANUAL

24

• PEMC Management, instead of the PEM Board, to 
administer and impose penalty, to streamline the process 
and mitigate conflict of interest

5. PEMC authority to administer and 
impose penalty

Summary of Major (Additional) Revisions
PROPOSED WESM PENALTY MANUAL

35

• The process is designed to be comprehensive enough to 
cover the validation, assessment, and analysis of data to 
avoid prolonged investigation and penalty imposition 
process.

6. Shortened Monitoring & Assessment 
Process
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Summary of Major (Additional) Revisions
PROPOSED WESM PENALTY MANUAL

43

• Penalty already executory but can be requested for 
reconsideration at certain threshold level 

7. Request for reconsideration process

Summary of Major (Additional) Revisions
PROPOSED WESM PENALTY MANUAL

54

• For consistency, WESM Rules and Retail Rules are to be 
collectively referred to as “market rules”, and the term 
“penalty” should be used instead of “sanction”.

8. Terminologies Used

• Imposition of penalties under the Manual cannot be subject 
to dispute resolution

9. No dispute resolution
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Timeline of Activities
PROPOSED WESM PENALTY MANUAL
Timeline Activity

22 May 2018, 9AM BRC Meeting 

24 May 2018 Posting of the proposed WESM Penalty Manual (Version 2.1) for comments of interested parties
• 30-working days – commenting period
• 06 Jul 2018 - deadline for submission of comments 

30 May 2018 Consultation with the PEM Board of the proposed WESM Penalty Manual

01 Jun 2018 Consultation with the RCC of the proposed WESM Penalty Manual; and
Submission and presentation to the RCC of the proposed amendments to the WESM Rules
• Posting of the proposed amendments to the WESM Rules (30-working days – commenting period)
• 17 Jul 2018 - deadline for submission of comments 

2nd Week Jul 2018 Finalization of proposed WESM Penalty Manual 
• Incorporate all comments/suggestions accepted 

3rd Week Jul 2018 Finalization of proposed amendments to the WESM Rules
• Incorporate all comments/suggestions accepted 

03 Aug 2018 RCC deliberation of the comments to the proposed amendments to the WESM Rules, for approval

1st Week Aug 2018 Submission of proposed amendments to the WESM Rules to the PEM Board, for approval

4th Week Aug 2018 Presentation of the proposed amendments to the WESM Rules to the PEM Board, for approval

1st Week Sep 2018 Submission of proposed amendments to the WESM Rules and proposed WESM Penalty Manual to 
DOE for approval

60

P r o p o s e d  
A m e n d m e n t s  t o  t h e  

W E S M  R u l e s

0 1  J u n e  2 0 1 8
1 9 / F  M e e t i n g  R o o m

(Changes to the WESM Rules related to the proposed 
WESM Penalty Manual)
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ACTION REQUESTED

• Request for Approval (Publication for 
Comments)

62

SUMMARY OF MAJOR REVISIONS

63

DOE promulgation of WESM Penalty Manual, instead of 
the MSC, in consultation with RCC, PEM Board and 

Stakeholders (see matrix)

Retain MSC responsibility on monitoring of anti-competitive 
behavior (see matrix)
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R e v i s i o n s  t o  t h e  
P r o p o s e d  M a r k e t  

S u r v e i l l a n c e  m a n u a l

0 1  J u n e  2 0 1 8
1 9 / F  M e e t i n g  R o o m

(Additional Changes to the proposed Market Surveillance 
Manual related to the proposed WESM Penalty Manual)

ACTION REQUESTED

• Request for Approval (Publication for 
Comments)

65
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SUMMARY OF MAJOR REVISIONS

66

1. DOE promulgation of WESM Penalty Manual, instead of 
the MSC, in consultation with RCC, PEM Board and 

Stakeholders (see matrix)

2. Include the MSC’s responsibility to issue a decision on 
the request for reconsideration (see matrix)

SUMMARY OF MAJOR REVISIONS

67

3. WESM Rules and Retail Rules are to be collectively 
referred to as “market rules” (see matrix)

4. Remove terms that are not used in the Manual (see 
matrix)



RCC‐MIN‐18‐05_141 ‐ Annex A 6/01/2018

14

WESM Helpdesk Ticketing System
www.wesm.ph/wesm-helpdesk

+63.2.318.WESM (9376)

+63.2.634.0985

www.wesm.ph

E N D  O F  
P R E S E N T A T I O N

WESM Works.

68
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F U R T H E R  A M E N D M E N T S
W E S M  R u l e s  &  E C O  M a n u a l

1  J u n e  2 0 1 8
1 9 F  P E M C  O f f i c e

Requested Action

Approve the publication or posting of the
proposed changes or amendments to the
WESM Rules, Ch. 1, 3, and 7, and further
amendments to ECO Manual in the WESM
Public Website for comments by the
concerned WESM Members.
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Background

3Q 2017:  RCC approved the following:

3

WESM Rules Ch. 7 
In Relation to Ch. 1 and 3

Enforcement and Compliance Manual

• Align the enforcement and compliance processes with the changes that are expected when the 
enhanced market design will be implemented 

• Strengthen the independence of the enforcement and compliance organization and processes

• Clarify and strengthen the roles and obligations of the parties involved in the investigation 
processes

• Clarify the scope of the WESM enforcement processes

• Enhance and simplify the procedures for monitoring and investigation of breach, review and 
approval of investigation results and imposition of sanctions

Background

4Q 2017: MSC further examined the proposed changes to the 
WESM Penalty Manual and decided to study further 
the possibility of imposing a Specified Penalty upon 
finding of a probable breach.

The endorsement of ECO Manual to PEM Board 
was deferred as it needs to be consistent with the 
proposed procedure on imposition of penalties. 

4
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Background

2Q 2018: The study of MSC now forms part of the proposed 
rules change on WESM Penalty Manual initiated by 
the Committee. Currently published for comments.

Current Proposal:

Further amendments to the WESM Rules Chapter 7, 
in relation to Ch. 1 and 3, and to ECO Manual are 
being proposed to align the enforcement and 
compliance procedures with the procedure 
proposed by the Market Surveillance Committee 
(MSC) in the Penalty Manual 2.0

5

6

Change in the Enforcement Procedure and Action
Further Amendments

6

Initial	
Monitoring	
Notice

•Notice	to	
Participants,	
Parties	to	
Submit	
Replies

Data	
Gathering

•WESM	Members
•Market	Operator
•System	Operator
•Others

Validation	
of	Data

•Verification	of	
Reply
•Supporting	
Documents

Initial	
Assessment

•Determining	
Whether	
Breach	or	No	
Breach

Filter	Out/

No	Investigation

Proceed	with	
Investigation

A. Original Procedure on Compliance Monitoring (RCC-Approved, Aug 2017)
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7

Change in the Enforcement Procedure and Action
Further Amendments

7

Initial	
Monitoring	
Notice

•Notice	to	
Participants,	
Parties	to	
Submit	
Replies

Data	
Gathering

•WESM	Members
•Market	Operator
•System	Operator
•Others

Validation	
of	Data

•Verification	of	
Reply
•Supporting	
Documents

Complete	
Assessment

•Determining	
Whether	
Breach	or	No	
Breach

Filter	Out/

NO	PENALTY

ISSUE	NOTICE	
OF	PENALTY

B. Revised Procedure on Compliance Monitoring (As Proposed)

RECON/

APPEAL

(Penalty	Manual)

Proposed Rules Change – WESM Rules
Further Amendments

WESM Rules Clauses Brief Description of the Proposed Amendments

1.3.4, 3.5.11.7
7.2.1, 7.2.1.1
7.2.4.7, 7.2.4.8
7.2.4.9, 7.2.4.10
7.2.5.2, 7.2.7.3

Clear roles and obligations of the parties involved in the 
compliance monitoring and assessment processes, 
particularly, the Compliance Committee, the ECO, the PEM 
Board, and the Market Operator, and the System Operator.

7.2.4.2
7.2.5.3

Conduct of compliance monitoring and assessment activity of 
ECO, the data and other considerations that need to be 
considered in the conduct thereof, and the requirement of due 
process in the course of monitoring the compliance of the 
WESM Members.
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Proposed Rules Change – WESM Rules
Further Amendments

WESM Rules Clauses Brief Description of the Proposed Amendments

7.2.4.2
7.2.5.2

Penalty imposition upon finding of breach by ECO, or as a 
result of its compliance monitoring and assessment.

7.2.4.3

Initiating an investigation which does not emanate from 
compliance monitoring and assessment but from a request for 
investigation, report of probable breach from the Market 
Operator, System Operator or WESM Members, or directive of 
the ERC.

Proposed Rules Change – ECO Manual
Further Amendments

Highlights of the Changes:

• The compliance monitoring and assessment activity shall be comprehensive
enough to cover not only the data gathering for the determination of probable breach 

of the WESM Rules or market manuals but also the validation, assessment, 
and analysis of the submitted data or information from trading participants, the 
Market Operator, the System Operator, and such other relevant information from 
various sources. 

• The compliance monitoring and assessment activity should primarily consider the 

market data and information obtained from the trading participants, the 
Market Operator, and the System Operator, and from other relevant sources. 
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Proposed Rules Change – ECO Manual
Further Amendments

Highlights of the Changes:

• The ECO is obliged to develop a detailed internal business procedure 
and to prescribe a reply format or template that may be accomplished by the WESM 
Members as part of the monitoring process. It shall ensure that the right of the 

WESM Member to due process is protected by giving them adequate time and 
opportunity to respond to any allegations of probable breach of the WESM Rules 
and/or market manuals, and to be informed of the results thereof.

• The concerned WESM Member may seek a reconsideration of the Notice of 
Specified Penalty in accordance with the procedures and subject to the requirements 
provided in Penalty Manual 2.0.

• Clarifies the relevant roles and responsibilities of PEM Board, the MSC, 
and ECO, with respect to enforcement proceedings and actions.

Conditions for Effectivity
Further Amendments

 These WESM Rules Amendments and proposed changes to ECO Manual and 
Penalty Manual take into consideration the enhanced WESM design.

Proposal: They be made effective upon commercial operations of the New Market 
Management System (NMMS).

 The proposal, if approved, will result in significant changes in the enforcement and 
compliance processes in the WESM, and as such, will require a re-structuring of 
the PEMC Enforcement and Compliance Office. 

Proposal: They be made effective on the start of the billing period after completion 
of the re-structuring of the ECO and other relevant PEMC units.
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Requested Action
Further Amendments

Approve the publication or posting of the
proposed changes or amendments to the
WESM Rules, Ch. 1, 3, and 7, and further
amendments to ECO Manual in the WESM
Public Website for comments by the
concerned WESM Members.

WESM Helpdesk Ticketing System
www.wesm.ph/wesm-helpdesk

+63.2.318.WESM (9376)

+63.2.634.0985

www.wesm.ph

E N D  O F  
P R E S E N T A T I O N

WESM Works.
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Cross-Grid Power Supply Agreement

and Line Rental Concern
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Line Rental.
The economic rental 
arising from the use 
of a transmission line, 
calculated as the 
difference in value 
between flows out of 
the receiving node of 
that line and flows 
into the sending node.



RCC‐MIN‐18‐05_141 ‐ Annex C 6/01/2018

3



RCC‐MIN‐18‐05_141 ‐ Annex C 6/01/2018

4

PSALM LINE RENTAL CHARGED BY PEMC IN VISAYAS

167 MW Coal-Fired Power Plant Iloilo City, Panay

Distribution Utility
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RULE of THUMB

“A large LR due to LINE LOSS  is a signal for the 

Customer to look closer at their existing supply 

contracts and source out nearer Generator and/or 

Suppliers. 

If there is congestion in the Transmission Line 

System a more expensive plant will have to be 

dispatched.” 

167 MW Coal-Fired Power Plant Iloilo City, Panay

Distribution Utility
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Line Rental Computation
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DELIVERY DATE

DELIVERY

HOUR REGION RUN TYPE MARGINAL PLANT

MARKET CLEARING 

PRICE

5/28/2018 10 LUZON RTD 2TMO_PB 6007.4

5/28/2018 10 VISAYAS RTD 8PEDC_U02 ‐10000

5/28/2018 10 VISAYAS RTD 8PEDC_U03 ‐10000

5/28/2018 11 LUZON RTD 1BAUANG_G01 6400.27

5/28/2018 11 VISAYAS RTD 6PAL1A_G01 0

5/28/2018 11 VISAYAS RTD 8PEDC_U02 ‐10000

5/28/2018 11 VISAYAS RTD 8PEDC_U03 ‐10000

5/28/2018 12 LUZON RTD 1BAUANG_G01 6400.27

5/28/2018 12 VISAYAS RTD 8PEDC_U02 ‐10000

5/28/2018 12 VISAYAS RTD 8PEDC_U03 ‐10000

5/28/2018 13 LUZON RTD 1BAUANG_G01 6400.27

5/28/2018 13 VISAYAS RTD 8PEDC_U01 ‐9999

5/28/2018 13 VISAYAS RTD 8PEDC_U02 ‐9999

5/28/2018 14 LUZON RTD 1BAUANG_G01 6872.98

MARGINAL PLANTS & CLEARING PRICES
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POINTS TO PONDER

1. RULE of THUMB ‐ “A large LR due to LINE LOSS  is a signal for the Customer to look closer at their 
existing supply contracts and source out nearer Generator/Suppliers. If there is congestion in the 
Transmission Line System a more expensive plant will have to be dispatched.” 

2. Do these rule of thumb applies to a CROSS‐GRID bilateral supply contract?

3. What is the material effect of cross‐grid bilateral supply contract between the load and generator? 
How does it affect the paying consumers? 

4. Review and identify current approved PSAs with existing cross‐grid power supply contract.

5. Review current line rental formula computation if it reflects actual system loss and line congestion 
costings.

6. Need to examine ERC’s methodology in the approval of PSA among cross‐grid PSA.

7. What are the reasons why some LINE RENTAL charges are being credited instead of being debited?

8. What is the LINE RENTAL rate/charges imposed to the 167 MW Coal‐Fired Power Plant Iloilo City, 
Panay?

9. What must be an advantage to bid at negative cap (‐10,000) for a typical genco trader? 

10. IS THERE A NEED FOR WESM RULES CHANGE?
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POINTS TO PONDER

PSA
1. Need to examine ERC’s methodology in the approval of PSA among cross‐grid PSA. (Check with the study of Allen)

2. Review and identify current approved PSAs with existing cross‐grid power supply contract. (MAG has data via BCQ Declarations)

3. What is the material effect of cross‐grid bilateral supply contract between the load and generator? (Actual Line Rental Data 
available) How does it affect the paying consumers? (Details of the PSAs are needed to evaluate the effects to the consumers)

4. Do these rule of thumb applies to a CROSS‐GRID bilateral supply contract?

“RULE of THUMB ‐ “A large LR due to LINE LOSS  is a signal for the Customer to look closer at their existing supply contracts and source out nearer
Generator/Suppliers. If there is congestion in the Transmission Line System a more expensive plant will have to be dispatched.”

Line Rental

1. Review current line rental formula computation if it reflects actual system loss and line congestion costings. (YES)

2. What are the reasons why some LINE RENTAL charges are being credited instead of being debited? (Due to difference in LMPs)

3. What is the LINE RENTAL rate/charges imposed to the 167 MW Coal‐Fired Power Plant Iloilo City, Panay? (Same as item 3 above)

4. What must be an advantage to bid at negative cap (‐10,000) for a typical genco trader? (To be dispatched in order to deliver for 
PSA)

5. IS THERE A NEED FOR WESM RULES CHANGE?
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