Republic of the Philippines
5 DEPARTMENT OF ENERGY V
; (Kagawaran ng Enerhiya)

BAGONG PILIPINAS

DEPARTMENT CIRCULAR NO.

ADOPTING FURTHER AMENDMENTS TO THE WHOLESALE ELECTRICITY
SPOT MARKET (WESM) RULES AND VARIOUS MARKET MANUALS IN
ENFORCEMENT PROCEEDINGS AND CLARIFYING COMPLIANCE
GUIDELINES

WHEREAS, Sections 30 and 37(f) of Republic Act (RA) No. 9136 or the Electric Power
Industry Reform Act (EPIRA) provide that the Department of Energy (DOE), jointly with
the electric power industry participants, shall establish the WESM and formulate the
detailed rules governing the operations thereof;

WHEREAS, on 28 June 2002, the DOE, with the endorsement of the electric power
industry participants, promulgated the WESM Rules through Department Circular (DC)
No. DC2002-06-003;

WHEREAS, any changes, amendments, and modifications to the WESM Rules,
including its Market Manuals, shall be undertaken in accordance with the provisions
of Chapter 8 thereof;

WHEREAS, the WESM Rules provide for the manner by which they are to be
enforced, including particularly the imposition of sanctions for breach and the
requirements and procedures before sanctions can be imposed, and the design and
promulgation of a penalty scheme that will be applied in case of breach;

WHEREAS, the WESM Enforcement and Compliance Manual (ECM) serves as a
procedural foundation for enforcing the WESM Rules and Market Manuals, thus it
outlines the mechanism for compliance monitoring, breach investigation, and penalty
imposition ensuring that enforcement actions are carried out with fairness,
transparency, and accountability.

WHEREAS, the proposed amendments aim to clarify the jurisdiction and scope of
enforcement, streamline investigation and enforcement timelines, standardize
investigation and filing procedures, strengthen the implementation of remedial
measures, and integrate reconsideration and appeal processes to enhance the
efficiency, consistency, and effectiveness of WESM enforcement proceedings.

WHEREAS, on 06 January 2026, the Philippine Electricity Market Corporation
(PEMC) through the Enforcement and Compliance Office (ECO) submitted to the
Rules Change Committee (RCC) proposed amendments to the foregoing, with the
objective of enhancing procedural clarity, ensuring alignment with existing regulatory
frameworks, and integrating enforcement and compliance practices consistent with
operational realities;

WHEREAS, on 29 May 2026, the PEM Board submitted for the final approval of the
DOE the proposed amendments to the WESM Rules, and Enforcement and
Compliance Manual;

WHEREAS, the DOE, cognizant that the intent of the proposed amendment is
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consistent with the objectives of the EPIRA and the WESM, drafted a Circular to solicit
comments and recommendations from interested parties;

NOW, THEREFORE, after careful review of the proposed amendments and the
comments received on the same, the DOE, pursuant to its authority under the EPIRA
and the WESM Rules, hereby adopts, issues, and promulgates the following
amendments to the WESM Rules and WESM-ECM:

Section 1. Amendments to the WESM Rules. The following provisions of the WESM
Rules are hereby amended to read as:

CHAPTER 7

XXX XXX XXX

ENFORCEMENT AND DISPUTES

XXX XXX XXX

7.2 ENFORCEMENT

XXX XXX XXX

7.2.4 Enforcement Proceedings

7.2.4.1 XXX XXX XXX

7.2.4.2 XXX XXX XXX

7249

(@) XXX XXX XXX
(b) XXX XXX XXX
(C) XXX XXX XXX

The Enforcement and Compliance Office shall ensure that the
necessary verification or assessment of compliance or non-
compliance is performed, and that due process is observed in the
conduct of compliance monitoring and assessment. Upon finding of
breach by the Enforcement and Compliance Office, penalties shall
be imposed by the Enforcement and Compliance Office on the
concerned WESM Member pursuant to Clause 7.2.5.2 through
issuance of Notice of Specified Penalty by the President of the
WESM Governance Arm; provided, that it shall be issued to the
said WESM Member after it has been afforded the adequate
opportunity to avail of the enforcement remedies provided by the
relevant Market Manual.

XXX XXX XXX
In carrying out its review, under Clause 7.2.4.8 (b), the Compliance

Committee may direct the submission of further explanations, data,
records, memoranda, or other pertinent documents from the parties
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to the case, the Enforcement and Compliance Office, or any other
relevant entity, if it determines that:

(a) the procedures set out in this Clause 7.2 and in the Market
Manual adopted pursuant to Clause 7.2.1.2 were not complied
with; or

(b) the data or any part thereof relied upon by the Enforcement and
Compliance Office in its findings and assessment is not valid; or

(c) further investigation is required to consider additional or new
information that was not previously considered or not made
available to the Enforcement and Compliance Office and which
it believes may materially affect the findings of the investigation
if such information is to be considered; or

(d) it disagrees with the findings of facts or the assessment of the
Enforcement and Compliance Office; Provided, however, that
the Compliance Committee and the Enforcement and
Compliance Office shall endeavor in good faith to resolve any
conflicting findings and assessment. Provided, further, that if no
resolution is arrived at, the matter shall be included in the report
to be submitted by the Compliance Committee to the PEM
Board pursuant to Clause 7.2.4.8.

XXX XXX XXX

If the decision of the PEM Board is to penalize the WESM
Member, the President of the WESM Governance Arm shall issue
a Notice of Specified Penalty to the WESM Member in
accordance with the WESM Penalty Manual adopted pursuant to
Clause 7.2.5.5.; provided, that it shall be issued to the WESM
Member after it has been afforded the adequate opportunity to
avail of the enforcement remedies provided in this Manual.

XXX XXX XXX

7.2.5 Enforcement Actions

7.2.5.5

XXX XXX XXX

A WESM Penalty Manual shall be adopted and promulgated by
the DOE which shall specify the:

(a) Acts or omissions constituting breach of the WESM Rules or
Market Manuals for which penalties can be imposed;

(b) Penalties, financial and non-financial, that can be imposed for
each type of breach, which should be commensurate to the
nature and gravity of the breach; and

(c) Flowback of financial penalty collected; and
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(d) Procedures for and respective obligations of responsible
persons or entities in implementing penalties.

For purposes of this provision, the flowback of financial penalties
shall refer to the mechanism by which collected penalty amounts
are redistributed to electricity end-users through the WESM
Customers.

The Market Surveillance Committee shall review the WESM
Penalty Manual from time to time as may be necessary, and in
consultation with the Rules Change Committee, Compliance
Committee and the PEM Board, recommend changes thereto,
provided, that changes on the same shall be subject to the
approval of the DOE.

XXX XXX XXX
CHAPTER 11
GLOSSARY
XXX XXX XXX

Enforcement proceeding - This is the activity or series of activities carried out to
establish and determine the occurrence of breach and the corresponding enforcement
action that will be carried out as a consequence of the breach, and includes monitoring,
assessment, investigation, reconsideration and appeal proceedings, and imposition
of appropriate enforcement actions.

XXX XXX XXX

Section 2. Amendments to the Enforcement and Compliance Manual. The
following provisions of the WESM Manual on Enforcement and Compliance are hereby
amended to read as:

XXX XXX XXX
SECTION 3 LEGAL AND REGULATORY FRAMEWORK
XXX XXX XXX
3.2 ENFORCEMENT OF THE MARKET RULES

3.2.2 In line with this, the WESM Rules prescribe the respective mandates of the
PEM Board and the Compliance Committee in respect to enforcement and
compliance. The WESM Rules also provide for the creation of an
Enforcement and Compliance Office to assist the Board in carrying out its
enforcement and compliance functions. The Enforcement and Compliance
Office is a unit within the WESM Governance Arm.
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XXX XXX XXX

3.4 ENFORCEMENT ACTIONS UNDER THE WESM RULES

3.4.1 WESM Rules Clause 1.9.1 provides that the Rules are to be enforceable in
accordance with its Chapter 7.

XXX XXX XXX

SECTION 4 RESPONSIBILITIES

XXX XXX XXX

4.2 COMPLIANCE COMMITTEE

4.2.1 Within the limits set out in this Manual and in addition to its functions as set
out in the Market Rules and the Compliance Committee Manual, the
Compliance Committee has the following authority and obligation in respect
to enforcement of the Market Rules. Its enforcement authority includes the

authority to:

a) XXX XXX XXX

b) XXX XXX XXX

C) XXX XXX XXX

d) Acton all appeals filed by the on all appeals filed by the WESM Member

g)

on the Enforcement and Compliance Office’s resolution on the WESM
Member’s request for reconsideration;
Review and approve the guidelines for the WESM Compliance Officers’
competency standards and certification program;
Propose amendments to the WESM Rules or Market Manuals in
accordance with chapter 8 with a view to:
i. Improving the efficiency and the effectiveness of the operation
of the WESM; and
ii. Improving or enhancing the prospects for the achievement of
the WESM objectives;
Assist the Rules Change Committee in relation to its assessment of
proposals to amend the WESM Rules or Market Manuals under
Chapter 8; and
Recommend to the PEM Board the imposition of penalties for breaches
other than those arising from and determined through the compliance
monitoring and assessment by Enforcement and Compliance Office,
and implementation of remedial measures as a consequence of such
breach, based on outcomes of investigation carried out by the
Enforcement and Compliance Office.

XXX XXX XXX
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PRESIDENT OF THE WESM GOVERNANCE ARM

4.4 1 President of the WESM Governance Arm shall have the following functions

in respect to enforcement and compliance in the market —

a) XXX XXX XXX

b) XXX XXX XXX

c) Issue and receive notices or authorize receiving of notices required in
this Manual and the WESM Penalty Manual to or from the Market
Operator or the System Operator in accordance with internal business
processes of the WESM Governance Arm.

XXX XXX XXX

SECTION 5 WESM ENFORCEMENT PROCEEDINGS

XXX XXX XXX

5.2 ENFORCEMENT PROCEEDINGS

5.2.1 WESM enforcement proceedings refer to the activities or processes that

are carried out to establish and determine the occurrence of breach and the
corresponding enforcement action that will be carried out as a consequence
of the breach. These include the processes for compliance monitoring and
assessment, investigation for breach, resolution of request for
reconsideration and appeal, and imposition of enforcement actions. The
timeline and the entities responsible and/or accountable for the
enforcement proceedings are summarized in Appendices | and Il of this
Manual.

5.2.2 XXX XXX XXX
5.2.3 XXX XXX XXX

5.2.4 Investigation of the Market Operator the System Operator. The investigation

of the Market Operator and the System Operator by the Enforcement and
Compliance Office shall be in accordance with Clause 7.2.3 of the WESM
Rules and the relevant provisions of the Enforcement and Compliance Manual.
The PEM Board, as it may deem necessary, may thereafter file a formal
complaint with the ERC and the DOE.

5.2.5 XXX XXX XXX

5.2.6 Imposition of sanctions and penalties by the PEM Board is carried out in

accordance with the WESM Penalty Manual and is based on the
recommendations of the Compliance Committee. The latter submits
recommendations based on its findings of facts on an investigation which,
in turn, is based on its review of the results of the investigations by the
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Enforcement and Compliance Office. The investigations referred to herein
are those initiated in accordance with Section 7.2 of this Manual.

5.2.7 XXX XXX XXX
5.2.8 XXX XXX XXX

5.2.9 Reconsideration or Appeal. A request for reconsideration or appeal may be
filed by a WESM Member upon receipt of a compliance report or a resolution
finding or confirming a finding of breach of the Market Rules and/or
Manuals. This shall be filed within the prescribed timeline and in accordance
with the requirements and procedures provided in Section 9 of this
Manual.

XXX XXX XXX
SECTION 6 PROCEDURES FOR COMPLIANCE MONITORING AND ASSESSMENT
6.1 GUIDING PRINCIPLES

XXX XXX XXX

6.1.4 If, as a result of its compliance monitoring and assessment, and after taking
into account all the market data and information cited in Section 6.4.1, the
reasons provided by the concerned WESM Member and all the supporting
documents submitted in relation thereto under Section 6.3.2, the
Enforcement and Compliance Office determines that there is a breach
committed by a WESM Member, it shall issue a compliance report and
notify the WESM Member of its findings and the corresponding penalty.
Where remedial measures are required, it shall cause the implementation
of the same in accordance with Section 7.14.

6.1.5 A WESM Member may seek a reconsideration or appeal of the findings
contained in the compliance monitoring and assessment report in
accordance with the procedures and subject to the requirements provided
in Section 9 of this Manual.

XXX XXX XXX
6.3 SUBMISSION OF REPLY AND SUPPORTING DOCUMENTS

6.3.1 The WESM Member shall have five (5) business days from receipt of the
non-compliance notice or flagging of probable breach to respond thereto
unless a different period is prescribed in the relevant Market Manual.

XXX XXX XXX

6.4 VALIDATION AND ASSESSMENT

XXX XXX XXX
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6.4.3 The Enforcement and Compliance Office shall complete its validation and
assessment of a specific billing or monitoring period within forty-five (45)
business days following the end of the calendar month covered in the
monitoring unless a different period is prescribed in the relevant Market
Manuals.

Provided, however, that such period may be extended in the event of force
majeure or other unforeseen circumstances beyond the control of the
Enforcement and Compliance Office. In such instances, it shall conclude
the assessment within the same timeframe from the cessation of the event
that gave rise to the delay.

6.4.4 In the event that, during or after the conduct of compliance monitoring and
assessment, the Enforcement and Compliance Office determines, on the
basis of initial evidence, that a particular act or omission by a WESM
Member poses significant risk of adverse impact to the market, immediate
remedial measures may be issued pursuant to Section 7.14.1. Such
measures may be imposed to (a) avert or mitigate the actual or potential
adverse impact of the act or omission, (b) prevent the recurrence of the
breach, or (c) forestall further or greater harm, if any. The issuance of
remedial measures shall be without prejudice to the continuation and
completion of monitoring activities, investigation proceedings, or final outcome
of any case review or appeal.

6.4.5 The Enforcement and Compliance Office shall maintain a compliance
database that contain all the files and documents used in relation to its
monitoring and assessment activity.

6.5 ISSUANCE OF REPORT

6.5.1 The Enforcement and Compliance Office shall, based on the available
market data at the time of the assessment, prepare the compliance
monitoring and assessment report which shall:

a) XXX XXX XXX
b) XXX XXX XXX
C) XXX XXX XXX
d) XXX XXX XXX
e) be issued within the period set in Section 6.4.3 of this Manual.

6.5.2 If there is a finding of breach by the Enforcement and Compliance Office
based on its validation and assessment, the report shall reflect the
corresponding penalty. The penalty or sanction indicated therein shall be
enforced in accordance with the procedures prescribed in the Penalty
Manual.

6.6 RECONSIDERATION AND/OR APPEAL
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6.6.1 The filing of Request for Reconsideration or Appeal, the grounds, formal
requirements, and resolution or decision thereon are set forth in Section 9
of this Manual.

6.7 ISSUANCE OF NOTICE OF SPECIFIED PENALTY

6.7.1 The Notice of Specified Penalty shall be issued by the WESM Governance
Arm in accordance with the timeline and procedures prescribed in the
WESM Penalty Manual.

SECTION 7 PROCEDURES FOR INVESTIGATION AND REVIEW
7.1 GUIDING PRINCIPLES
XXX XXX XXX

7.1.8 Investigation may be initiated against an entity that was a WESM Member
at any point within the two-year prescriptive period, for any act or omission
committed during its membership, irrespective of its registration status at
the time of filing the request for investigation or notice of probable breach,
or any subsequent transfer of ownership of the concerned facility to another
entity.

7.1.9 The Enforcement and Compliance Office shall complete an investigation of
a case and submit its investigation report to the Compliance Committee
within the period prescribed in Section 7.7.1 of this Manual, with full
observance of due process in the investigation of the case.
7.2 INITIATION OF INVESTIGATION

7.2.1 An investigation may be initiated upon either one of the following —

a) XXX XXX XXX
b) XXX XXX XXX
C) XXX XXX XXX
d) XXX XXX XXX

7.2.2 If the Market Operator or the System Operator monitors the occurrence of
probable breach by a WESM Member, it may submit to the Enforcement
and Compliance Office a report of probable breach. This shall be in writing
and shall clearly specify, at the minimum, —

a) XXX XXX XXX
b) XXX XXX XXX
C) XXX XXX XXX
d) XXX XXX XXX
€) XXX XXX XXX

7.2.3 If a WESM Governance Committee, or a WESM Member believes that a
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breach may have been committed by any WESM Member, it may submit a
request for investigation to the Enforcement and Compliance Office. This
shall be in writing and shall clearly specify, at the minimum —

a) XXX XXX XXX
b) XXX XXX XXX
C) XXX XXX XXX
d) XXX XXX XXX
€) XXX XXX XXX
f) XXX XXX XXX

7.2.4 A request for investigation or report of probable breach may cover more
than one occurrence of the same type of breach. Where the acts or
omission constituting the probable breach occurs several times over one
WESM billing period, the report of probable breach or request for
investigation shall, to the extent practicable, cover all occurrences for at
least one billing period. Submission shall be made within such period as to
allow the Enforcement and Compliance Office reasonable period within
which to initiate an investigation within the two-year period prescribed in
Section 7.1.7. In any case, no investigation can be initiated two (2) years
after the occurrence of the act or omission regardless that the request for
investigation or the report for probable breach was submitted before the
lapse of the two-year period.

7.2.5 Within five (5) business days upon receipt of the report of probable breach
or request for investigation, the Enforcement and Compliance Office shall
determine:

a) whether the alleged act or omission constitutes a potential violation of
the Market Rules and/or Market Manuals. Should the matter pertain
instead to a possible breach of the Philippine Grid Code, the Philippine
Distribution Code, or other applicable rules and regulations that are
outside the scope of the Market Rules and Manuals, the Enforcement
and Compliance Office shall formally advise the concerned party that
the subject of the request falls beyond its authority, and that no
investigation shall be undertaken.

b) whether the specific acts or omissions referred to in the request for
investigation or report of probable breach are already covered in a
formal investigation it has or intends to initiate as a result of its
compliance monitoring under Section 6.2. If so included, it shall notify
the party submitting the report of probable breach or request for
investigation that an investigation has been or will be initiated and that
no separate investigation shall thus be initiated.

7.2.6 If the request for investigation or report of probable breach is determined to
fall within the scope of authority of the Enforcement and Compliance Office,
and no separate or ongoing investigation is being conducted on the same
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subject matter involving the same parties, the Enforcement and
Compliance Office shall, within the same five-day verification period stated
in Section 7.2.5, further verify if the same substantially contains the
information required under Section 7.2.2 or 7.2.3. If not, it shall return the
same to the requesting party which shall then rectify the identified
shortcomings and submit a new request for investigation or report of
probable breach no later than five (5) business days from receipt of the
notice from the Enforcement and Compliance Office. If no revision is
received within the five-day period, the matter shall be deemed abandoned
and no investigation shall be initiated upon such request or report.

7.2.7 If the Enforcement and Compliance Office determines that the request for
investigation or report of probable breach is complete, it shall proceed with
the formal investigation in accordance with Section 7.3 of this Manual. The
Enforcement and Compliance Office shall not unreasonably withhold
confirmation or delay any action required in this paragraph.

7.2.8 Where the conduct of an investigation is directed by the PEM Board, DOE
or ERC, the Enforcement and Compliance Office shall proceed with the
formal investigation in accordance with the timelines and procedures
prescribed under Section 7 of this Manual, unless a different period is
directed.

7.2.9 The directive from the PEM Board, DOE or ERC to conduct an investigation
will be carried out in accordance with this Manual only if the directive clearly
specifies that the investigation is for the purpose of a possible imposition by
the PEM Board of sanctions and penalties pursuant to the WESM Penalty
Manual or the WESM Rules. Where the investigation directed is not for such
purpose or is for fact-finding purposes only, the investigation shall be
carried out in accordance with the directive. In such case, the procedures
set out in this Manual shall only have suppletory effect.

7.2.10 Where the Enforcement and Compliance Office is uncertain as to whether
or not the PEM Board, DOE or ERC directive is clearly for the conduct of an
investigation under this Manual, it shall, within five (5) business days from
receipt of the directive, seek clarification of the same and the period stated
in Section 7.3.1 shall be reckoned from the date that the clarification has
been received by Enforcement and Compliance Office.

7.2.11 If the acts or omissions required to be investigated by the PEM Board,
DOE or ERC are already covered, in whole or in part, by an investigation or
by the compliance monitoring and assessment activity already initiated or
intended to be initiated by the Enforcement and Compliance Office, it may,
if appropriate, consolidate or integrate the data or information used in the
compliance monitoring, or the results thereof, in the investigation so that no
overlapping investigations or monitoring activities shall be carried out, and
shall notify the agency directing the investigation and the parties being
investigated of such consolidation or the results of the previous compliance
monitoring and assessment. If necessary, an amended Notice of
Investigation shall be issued.
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7.3 NOTICE OF INVESTIGATION

7.3.1 The Notice of Investigation shall be issued to and served on the WESM
Member that will be investigated within five (5) business days following the
completion of the verification process detailed in the preceding sections,
and shall clearly state, at the minimum, the following —

a) XXX XXX XXX
b) XXX XXX XXX
C) XXX XXX XXX
d) XXX XXX XXX

XXX XXX XXX
7.7 COMPLETION OF FORMAL INVESTIGATION

7.7.1 The formal investigation shall be completed not later than one hundred fifty
(150) business days from the issuance of the Notice of Investigation.
Should there be a need to extend the period for the submission of data,
information, or clarification from the WESM Member, the Market Operator,
the System Operator, or any other relevant entity in response to a request
from the Enforcement and Compliance Office pursuant to Sections 7.4.5
and 7.6 of this Manual, the Enforcement and Compliance Office shall
prescribe a reasonable period for extension of such submission, which shall
not be less than five (5) business days, and may correspondingly extend
the investigation timeline. In all cases, however, the total period for
completion of the investigation, inclusive of any extensions, shall not
exceed an additional forty-five (45) business days beyond the original one
hundred fifty (150) business-day period.

XXX XXX XXX
7.8 REVIEW OF THE INVESTIGATION

7.8.1 The Compliance Committee shall review all investigation reports submitted
by the Enforcement and Compliance Office at its next scheduled meeting
following the receipt of the investigation report or at a special meeting
convened for this purpose, as may be necessary.

7.8.2 The Compliance Committee may, when deemed necessary, direct and
order the submission of further explanations, data, records, memoranda, or
other pertinent documents from the parties to the case, the Enforcement
and Compliance Office or any other relevant entity. Such order shall be
issued in writing and shall indicate a submission period of not less than five
(5) working days from receipt of the Committee’s order. In the event of non-
compliance, Section 7.4.6 shall apply.

7.8.3 The Compliance Committee’s resolution, together with the investigation
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report from the Enforcement and Compliance Office, shall be submitted to
the PEM Board within sixty (60) business days from the date the case is
deemed submitted for resolution.

A case shall be deemed submitted for resolution upon the Compliance
Committee’s determination that the record is complete, which shall occur
upon any of the following circumstances:

a) the Committee’s completion of initial evaluation of the investigation
report and any accompanying submissions, with no further clarifications
or additional information required from the Enforcement and
Compliance Office or the concerned WESM Member;

b) the Committee’s receipt of all additional data, information, or
clarification previously requested, together with a determination that no
further submissions are necessary; or

c) the lapse of the period granted to the concerned WESM Member or
other relevant entity for the submission of additional data, information,
or clarification, with no further submissions made.

7.8.4 The resolution of the Compliance Committee shall clearly state whether it
agrees or disagrees with the investigation report of the Enforcement and
Compliance Office and the basis therefor.

7.9 DECISION

7.9.1 The PEM Board shall, within thirty (30) working days from receipt of the
resolution of the Compliance Committee, render a decision approving,
disapproving or modifying the sanctions, remedial measures, and other
recommendations or remanding the case to the Enforcement and
Compliance Office for further investigation.

7.9.2 The copy of the PEM Board decision on the investigation, accompanied by
a copy of the Investigation Report of the Enforcement and Compliance
Office, and the resolution of the Compliance Committee, upon which the
decision is based, shall be provided to the concerned trading participant or
the party being investigated in accordance with Section 7.12.3 (a) of this
Manual.

7.10 REMAND OF CASES
7.10.1 XXX XXX XXX

7.10.2 The Enforcement and Compliance Office, as it deems appropriate, may
conduct conferences and ocular inspections; require submission of market
data and reports from the Market Operator or the System Operator, or the
Market Assessment Group, or other WESM Members; request technical
assistance from the Market Assessment Group, the Market Operator, the
System Operator or any WESM Governance Committee; or require
additional submissions from the party being investigated. These shall be
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carried out following the applicable procedures set out Sections in 7.4.5,
7.5.1,and 7.6.

7.10.3 The Enforcement and Compliance Office shall submit a revised
investigation report to the PEM Board within thirty (30) business days from
remand of the case. The revised investigation report shall clearly set out
the procedures undertaken and the changes in the findings, assessment
and recommendations.

7.11 REQUEST FOR RECONSIDERATION OF THE PEM BOARD DECISION

7.11.1 The filing of any request for reconsideration of the PEM Board Decision
shall be governed by the relevant provisions of Section 9.2 of this Manual.

7.12 NOTICE AND IMPLEMENTATION OF THE PEM BOARD DECISION

7.12.1 XXX XXX XXX

7.12.2 Upon finality of the decision or resolution of the PEM Board, the PEM
Board, through its Corporate Secretary, shall notify the Enforcement and
Compliance Office, of the PEM Board’s decision or action on a specific
investigation case by issuing the appropriate certification within five (5)
business days from the ratification of the corresponding PEM Board action.

7.12.3 Within ten (10) business days from receipt of the certification referred to
in the preceding section, the Enforcement and Compliance Office shall
undertake the following actions —

a)

Issue a formal notice to the concerned WESM Member regarding the
action taken by the PEM Board. This notice, duly signed by the
President of the WESM Governance Arm, shall be accompanied by a
copy of PEM Board certification, and the Investigation Report including
its appendices and the resolution of the Compliance Committee
pertaining to the same case.

Specify in the formal notice the amount of computed penalty
corresponding to the established breach.

Where remedial measures are required, cause the implementation of
the same in accordance with Section 7.14.

Notify the Compliance Committee, ERC, and DOE of the action taken
on the investigation. The notification submitted shall serve as
compliance with the obligation of the PEM Board set outin WESM Rules
Clause 1.4.5.1 (f).

7.13 INVESTIGATION OF THE MARKET OPERATOR AND THE SYSTEM
OPERATOR

XXX XXX XXX
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7.13.12 The copy of the decision of the PEM Board shall be provided to the
concerned parties, and implemented in the same manner as that set out in
Sections 7.9 and 7.12 of this Manual.

XXX XXX XXX

7.14 INVESTIGATION OF THE MARKET OPERATOR AND THE SYSTEM
OPERATOR

7.14.1 Remedial measures are tasks or actions that are required of a WESM
Member being investigated or found in breach for the purpose of mitigating
or preventing the adverse impact of breach or to prevent recurrence of the
breach. They may be required when the act or omission subject of the
investigation may —

a) Negatively impact trading in the WESM and would likely prevent orderly
and efficient trading or settlement;

b) Lead to unfair or unreasonable WESM prices;

c) Cause material negative impact on the viability and sustainability of the
WESM or the functions of the Market Operator if not immediately
remedied; or

d) Cause material negative impact on the system or the functions of the
System Operator if not immediately remedied.

When the effective implementation of remedial measures would require the
involvement of another WESM Member or the Market Operator, such
measures shall be carried out in accordance with the relevant provisions in
the succeeding sections of this Manual.

7.14.2 XXX XXX XXX

7.14.3 A WESM Member or the Market Operator may be required to implement
remedial measures by the Enforcement and Compliance Office, the
Compliance Committee or the PEM Board.

Where such remedial measures are to be extended to entities other than
the investigated party, said entities shall be duly notified of the case and the
intended outcome, with the assurance that all information pertaining to the
case shall be treated with strict confidentiality. Correspondingly, these
entities shall also uphold the same level of confidentiality with respect to
any case-related information disclosed to them for this purpose.

XXX XXX XXX
7.15 REMEDIAL MEASURES

7.15.1 XXX XXX XXX
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7.15.2 Notwithstanding the foregoing, the costs associated with the day-to-day
operations of the Enforcement and Compliance Office, the Market
Assessment Group, and the Compliance Committee shall not be passed
on to a WESM Member as cost associated with any investigation, decision
or remedial measure. These shall instead be included in the annual revenue
requirements of the WESM Governance Arm which shall be defrayed
through the market fees.

XXX XXX XXX

SECTION 9 RECONSIDERATION AND APPEAL PROCEEDINGS AND
IMPLEMENTATION OF ENFORCEMENT ACTIONS

9.1 RECONSIDERATION UNDER THE COMPLIANCE MONITORING AND
ASSESSMENT PROCEEDINGS

9.1.1Period and Ground for Filing a Request for Reconsideration. The
concerned WESM Member may request for reconsideration of the results
of the compliance monitoring and assessment, subject to the following
conditions:

a) The request shall be filed within fifteen (15) Business Days from the
receipt of the compliance monitoring and assessment report of the
Enforcement and Compliance Office;

b) A request for reconsideration shall be based on the ground that the
finding of breach is not supported by substantial evidence; and/or the
computation is incorrect, or the penalties imposed are not in
accordance with the Penalty Manual and Market Rules; and

c) The request for reconsideration shall be filed with the Enforcement and
Compliance Office.

A request for reconsideration shall not be allowed if the same is based on
information that was already available during the compliance monitoring
and assessment period or during the formal investigation but was not
submitted by the WESM Member without valid justifiable cause. The
presentation of any information that was available at such time, but which
the WESM Member failed to submit without valid or justifiable cause, shall
be deemed waived. Such may not thereafter be invoked as basis for review
and reconsideration of the results of the compliance monitoring or
investigation, consistent with the provisions of Section 7.1.3.

9.1.2 Form and Contents of the Request for Reconsideration and Notice thereof.
The request shall:

a) Be made in writing and signed by the WESM Compliance Officer of the
WESM Member concerned, and shall be made under oath;

b) State the date when the compliance monitoring and assessment report
sought to be considered was received by the WESM Member,
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State that the findings of breach by the Enforcement and Compliance
Office is not supported by substantial evidence, and/or the computation
is incorrect, or the penalties imposed are not in accordance with the
Penalty Manual and Market Rules; and

Contain the evidence to support the reversal of the findings of breach
by the Enforcement and Compliance Office.

Failure to provide the complete requirements pursuant to this clause shall
cause the Enforcement and Compliance Office to immediately deny the
request for reconsideration.

9.1.3 Resolution on the Request for Reconsideration.

a)

A request for reconsideration shall be resolved by the Enforcement and
Compliance Office within sixty (60) Business Days from receipt thereof.
However, the period for resolving the request for reconsideration may
be extended pending the submission of additional data, information, or
clarification from the WESM Member, the Market Operator, the System
Operator, or any other relevant entity, when such information is
necessary for the proper resolution of the case provided that
Enforcement and Compliance Office shall prescribe a reasonable
period for extension of such submission, which shall not be less than
five (5) business days. In all cases, however, the total period for
completion of the case review, inclusive of any extensions, shall not
exceed an additional forty-five (45) business days beyond the original
sixty (60) business day period.

The resolution shall clearly state the facts of the case and the reasons
supporting its findings and conclusions duly signed by the Head of the
Enforcement and Compliance Office. A copy of the Resolution shall be
served on the concerned WESM Member and appropriate persons or
entities.

Copies of the Resolution will be furnished to the PEM Board and the
Compliance Committee and the Market Operator. Should this
Resolution require implementation of a directive on the part of the
Market Operator and/or the System Operator, a copy of said notice shall
likewise be sent to the System Operator and/or Market Operator for
appropriate action.

9.2 RECONSIDERATION UNDER INVESTIGATION PROCEEDINGS

9.2.1 Ground for Filing a Request for Reconsideration. A WESM Member that is
penalized under Section 7.9 of this Manual may submit a request for
reconsideration of the PEM Board decision on the investigation on the
following grounds —

a) Review of the findings of facts of the Enforcement and Compliance

Office or for consideration of additional data that was already existing
at the time of the original investigation but was not presented during
such investigation due to justifiable reasons; or
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Legal issues, including but not limited to issues on the conclusions of
the Enforcement and Compliance Office or the Compliance Committee,
but does not require review of factual findings, or the propriety of the
penalty or other measures approved to be imposed by the PEM Board.

9.2.2 Form and Contents. The request for reconsideration shall:

a)

b)

d)

be made in writing and signed by the WESM Compliance Officer of the
WESM Member concerned, and shall be made under oath;

clearly state the grounds for the request for reconsideration and the
findings of facts or the conclusions or resolution that are sought to be
reviewed and reconsidered. The request shall be accompanied by
supporting data and affidavits;

contain the evidence to support the request for reconsideration; and

be submitted to the PEM Board, through the Office of the Corporate
Secretary within fifteen (15) business days from receipt of the notice of
the PEM Board action concerning the final disposition of the case.

All requests that were timely filed shall be endorsed by the PEM Board to
the Enforcement and Compliance Office not later than ten (10) business
days from the ratification of the PEM Board action directing further review
of the case.

9.2.3 Reconsideration Proceedings.

a)

Enforcement and Compliance Office shall evaluate the endorsed
request and carry out further investigations. In conducting further
investigations, the Enforcement and Compliance Office may require
submission of additional information or obtain information from parties
other than the requesting party or conduct an ocular inspection of
relevant facilities or conference with the requesting party or other
relevant parties, or carry out ocular inspections of relevant facilities.
Within sixty (60) business days from endorsement of the request for
reconsideration, the Enforcement and Compliance Office shall submit
a case review report to the Compliance Committee containing the
additional findings of fact, assessment, and recommendations.
However, the timeline extension allowed under Section 9.1.3 (a) shall
likewise apply, as may be necessary for the proper resolution of the
request for reconsideration.

The Compliance Committee shall review the report submitted by the
Enforcement and Compliance Office. The Committee may request
additional explanations, data, records, memoranda, or other relevant
documents from the parties to the case or the Enforcement and
Compliance Office, applying the same procedure and timeline outlined
in Section 7.8.2 of this Manual. The case shall then be considered
submitted for review and resolution in accordance with Section 7.8.3.
The Compliance Committee shall transmit its resolution and
recommendations to the PEM Board within ninety (90) business days
from the date the case is deemed submitted for review and resolution
under the preceding paragraph of this Section.
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9.2.4 Resolution on the Request for Reconsideration.

a)

b)

9.3 APPEAL

The PEM Board shall decide on the request for reconsideration within
thirty (30) Business Days from receipt of the case review report and
resolution submitted by the  Compliance Committee.
Where penalties and other mitigation measures are approved, the
Enforcement and Compliance Office shall cause the issuance of the
appropriate notices in accordance with the requirements set out in
Sections 7.12.2 and 7.12.3 of this Manual.

The decision of the PEM Board on the request for reconsideration shall
be final and executory upon receipt of the same by the concerned
trading participant. No further request for reconsideration shall be
allowed.

9.3.1 Scope of Application. The remedy of appeal shall be available to the WESM
Members who seek to contest the resolution issued by the Enforcement
and Compliance Office on a request for reconsideration filed pursuant to
Section 9.1 of this Manual, arising from the results of compliance monitoring
and assessment. Resolutions rendered by the PEM Board under Section
9.2 of this Manual shall not be subject to appeal, consistent with Section
9.2.4 (c) of this Manual

9.3.2Period and Ground for Filing an Appeal. The concerned WESM Member
may file an appeal, subject to the following conditions:

a)

b)

The Appeal Memorandum must be filed within fifteen (15) Business
Days from receipt of the resolution on the Request for Reconsideration;

The appeal shall be based only on the ground that the Enforcement

and Compliance Office has committed abuse of discretion in issuing the

resolution, or the penalty/ies the Enforcement and Compliance Office

had imposed is not in accordance with this Manual. For purposes of this

provision, abuse of discretion shall include, but not be limited to, the

following:

(i) The resolution is not based on substantial evidence or there was
a misappreciation of fact/s by the Enforcement and Compliance
Office in issuing the same;

(i) Reliance on irrelevant, immaterial, or inadmissible
considerations in reaching the resolution;

(i)  Failure to consider material evidence or valid explanations timely
submitted by the WESM Member.

(iv)  Failure to observe or apply the procedures prescribed under this
Manual,
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(v)  Arbitrary exercise of authority, including actions taken in bad faith
or with manifest bias;

An appeal may likewise be entertained on the ground of newly
discovered evidence, which refers to evidence that becomes available
only during the appeal proceedings and which, despite the exercise of
reasonable diligence, could not have been discovered or produced
during the investigation or reconsideration proceedings. Such evidence
must be of such nature and relevance as would likely and materially
affect the outcome of the appeal.

The appeal shall be filed with the Compliance Committee.

9.3.3Form and Contents of the Appeal

a)

b)

e)

Be made in writing and signed by the WESM Compliance Officer of the
WESM Member concerned, and shall be verified under oath;

State the date when the resolution being appealed was received by the
WESM Member,

Explain how the Enforcement and Compliance Office acted with abuse
of discretion, as defined in the preceding provision, in issuing the
Resolution or that the penalty imposed is not in accordance with this
the WESM Penalty Manual;

Where the ground invoked is newly discovered evidence, it shall clearly
state how such evidence became available only during the appeal
proceedings, and explain how it could materially affect the outcome of
the case; and

Contain the evidence, if applicable, to support the reversal of the
findings of breach by the Enforcement and Compliance Office.

Failure on the part of the WESM Member concerned to provide the
foregoing requirements shall cause outright dismissal of the appeal by the
Compliance Committee.

9.3.4 Decision on the Appealed Case.

a)

The Compliance Committee may direct the submission of additional
documents or explanations from the Appellant-WESM Member or the
Enforcement and Compliance Office, allowing at least five (5) working
days for submission. Upon receipt of the requested data or information,
or upon lapse of the deadline, the case shall be considered submitted
for decision, applying the provisions set out in Sections 7.8.2 and 7.8.3
of this Manual.

The Compliance Committee shall resolve the appealed case within

ninety (90) business days from the date it is deemed submitted for
decision. For this purpose, the rule under Section 7.8.3 for determining
when a case is deemed submitted shall likewise apply.
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c) The Compliance Committee’s Decision on the Appeal shall be final and
executory upon receipt by the WESM Member concerned of the said
Decision.

d) Copies of the Decision shall be served on the Appellant-WESM
Member, the Enforcement and Compliance Office, and the PEM Board
and the Market Operator. Should this Notice require implementation of
a directive on the part of the System Operator, a copy of said Decision
shall likewise be sent to it for appropriate action.

9.5 SERVICE OF REQUEST, RESOLUTIONS, AND RELATED NOTICES

The filing and service of a Request for Reconsideration, an Appeal, and
any corresponding resolutions, decisions, or related notices may be
effected through personal delivery, postal mail, or electronic mail.

XXX XXX XXX
SECTION 10 WESM MEMBER INTERNAL COMPLIANCE
10.1 XXX XXX XXX
10.1.1 XXX XXX XXX
10.1.2 XXX XXX XXX
10.1.3 XXX XXX XXX
10.2 XXX XXX XXX
10.2.1 XXX XXX XXX
10.2.2 XXX XXX XXX
10.2.3 XXX XXX XXX
10.3 XXX XXX XXX
10.3.1 XXX XXX XXX
10.3.2 XXX XXX XXX
10.3.3 XXX XXX XXX
10.4 XXX XXX XXX
10.4.1 XXX XXX XXX
10.5 XXX XXX XXX
10.5.1 XXX XXX XXX
10.5.2 XXX XXX XXX

10.5.3 XXX XXX XXX

XXX XXX XXX
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SECTION 11 INFORMATION DISCLOSURE AND RECORDS MANAGEMENT
XXX XXX XXX
11.1 XXX XXX XXX
11.1.1 XXX XXX XXX
11.2 XXX XXX XXX
11.2.1 XXX XXX XXX
11.2.2 XXX XXX XXX
11.2.3 XXX XXX XXX

11.3 XXX XXX XXX

11.3.1 XXX XXX XXX
11.3.2 XXX XXX XXX

11.4 XXX XXX XXX
11.4.1 XXX XXX XXX
11.4.2 XXX XXX XXX
11.4.3 XXX XXX XXX

XXX XXX XXX

SECTION 12 LIMITATION OF LIABILITY AND INDEMNIFICATION

XXX XXX XXX
12.1 XXX XXX XXX
12.1.1 XXX XXX XXX
12.2 XXX XXX XXX
12.2.1 XXX XXX XXX
XXX XXX XXX

SECTION 13 AMENDMENT, PUBLICATION AND EFFECTIVITY
XXX XXX XXX
13.1 XXX XXX XXX
13.1.1 XXX XXX XXX

13.2 XXX XXX XXX
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13.2.1 XXX XXX XXX
13.2.2 XXX XXX XXX
XXX XXX XXX
SECTION 14 GLOSSARY
XXX XXX XXX
Enforcement action — xxx xxx xxx
Enforcement and Compliance Office Head — xxx Xxx xxx
Exemption — xxx XxXx Xxx
XXX XXX XXX

Notice of Investigation — A notice issued by the Enforcement and Compliance Office
to a WESM Member to initiate a formal investigation for possible breach.

XXX XXX XXX

Report of probable breach — A written report submitted to the Enforcement and
Compliance Office to notify it of a potential breach by a WESM Member, the Market
Operator, or the System Operator intended to initiate an investigation. For purposes
of this Manual, it may be used interchangeably with the term “notice of probable
breach”.

XXX XXX XXX

APPENDIX | - PROCESS FLOWCHART FOR COMPLIANCE MONITORING,
REQUEST FOR RECONSIDERATION, APPEAL, AND ENFORCEMENT
ACTION/S

APPENDIX II - PROCESS FLOWCHART FOR INVESTIGATION, REQUEST FOR
RECONSIDERATION, AND ENFORCEMENT ACTION

XXX XXX XXX

Section 3. Repealing Clause. The provisions of other circulars, orders, issuances,
rules, and regulations which are inconsistent with the provisions of this Circular, are
hereby repealed, amended, modified, or superseded accordingly.

Section 4. Separability Clause. If, for any reason, any section or provision of this
Circular is declared unconstitutional or invalid, such parts not affected shall remain
valid and subsisting.

Section 5. Effectivity. This Circular shall take effect fifteen (15) days after its
publication in at least two (2) newspapers of general circulation. A copy of this Circular
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shall be filed with the University of the Philippines Law Center — Office of the National
Administrative Register.

Issued this at the DOE, Energy Center, Rizal Drive corner 34"
Street, Bonifacio Global City, Taguig City, Metro Manila.

SHARON S. GARIN
Secretary
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Compliance Monitoring and Assessme nt

ECO

WESM MEMEBER
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NCN)

+

l

Conferancal Ocular Inspaction if necassary
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1
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pariod)

Confarance’ Ocular Inspection if necessary
(any time during the monitoring aclivity)

l

lssuanaa of Complianca Manitoring and
Assassment Report/CMAR TO WESM

Memiber (45 BD from end of the calendar |

manfh)

Provision of Remeadial Action Plans {5 BD
from racaipt of Propasad Remadial)
Measguras)

//f
(/’ No
~Has filing of RR
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Request for Reconsidaration

ECOD

®

-

Case Review | Request for Additional
Documenta! Conference, if neceasary
{within 61 BD fram recaipt of RR)

WESM MEMEER

Filing of Request for Reconsideraton/
RR (15 BD from receipt of CMAR)

the submit

RO

documents
adequate?

|zsuance of Resolution of the RR (60
BED from receipt of RR) (May be
exended per Section 9.1.3 (a))

Request for addiional documents!
clarification

Response to ECO's additional
request (not bess than 580 from
request per Section 9.1.3)

COMPLIANCE COMMITTEE

®

Filing of Appeal (15 BD from issuance
of RR)

Reaquest for sdditional documents!

Case Review | Request for Additonal
Documents! Conference, if necessary

clarification

|

Response to CC's addibional request

{at least SWD from receipt of the CC's

order per Section 8.3.4 (a))

Issuance of Decision on Appesal (90
BD from tire that it was desmed
submitted for resalution) [(Ses
Section 9.3.4 (b))
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ECO WESM MEMBER COMPLIANCE COMMITTEE
2
2
z lssuance of Nalioe of Specilied Panalty
£ MNSF o WESM Member and IEMOP (5 BD
Troem finakty of he decision per Sec. 4.13.2
E ol Penally Manual)
l
w
lasuance of Periodic Penally Sufmimany
Repor o IEMOP (Every 23 " al Manih)
ACRONYMS
BD Business Day
CMAR Compliance Monitaring and Assessment Repaort
ECO Enforcement and Compliance Office
IEMOP Independent Electricity Market Operator of the Philippines
NCN MNon-Compliance Notice / Notice of Non-Compliance
NSP MNotice of Specified Penalty
RR FRequest for Reconsideration
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FROCESEES AND TIWELINE FOR INVEETHGATION, REQUEST FOR RECONSINERATION, AND ENFORCEMENT ACTIONIE
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i [SED from receipt of ECO notics]
YEE
-
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AF] wiars, et e oot} * af Hi}
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A | —woiiar Inspaction, ¥ nocassaty (within
150 B o Exsianai of MIY
Ees i,:_‘::;“d HO Request for addilonal documanisi
i-dd:n-“iln?‘ clafificaton
]
| vEE Rasporas i EDO's addional
roguast (not ks fan 580 o ———— &
Piadiia sl per Saction 7.7.1)
-
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-
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l
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ssuance of Case Review Reporton
Raquast for Reconsidemation o CC
(60 BD fron seoaipt of endorsamant
for case resiow rom PEM Boand )|
{May b awiended par Sacion 9.1.3
[=1}]

-

Requestior Recons daratian

Reconsideration/RR (15 BD frem
receipt of Holice of PEM Board
Apfon)

- Rasviaw of Case Raview Rapor ‘

l

ssuance of CC Resckdtion on the
nvastigaion (90 BD from tire L was
deemid submitied for nesclution par

ECO FILING PARTY COMPLIANGE COMMITTEE PEM BOARD
\1/
I i oo Fescpmad 1 Fpmmt for Endorsement of AR o ECO {10 8D

¥ fmm FEM Board decision 1o revios
thix casa)

ssuanca of PEM Board Dacision on
—# Ciso Roview (20 BO Trom recoept of
thie CC Resalubion)

B, 8.2.3}
bssuance of Motkoe of FEM Baard
Aciion to WEEM Membar (10 BD
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E \[ KO
Filing of complaint with ERC amd
DOOE par Clause 7.2.3.5 ol the WEEM
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ACRONYMS
BD Business Day
cC Compliance Committee
EC Manual Enforcement and Compliance Manual
ECO Enforcement and Compliance Office
IEMOP Independent Electricity Market Operator of the Philippines
NI Matice of Investigation
NSP Motice of Specified Penalty
RFI Request for Investigation
RR Request for Reconsideration
WD Working Day




