
PROPOSED AMENDMENTS TO THE 
ENFORCEMENT AND COMPLIANCE 
MANUAL AND THE PENALTY MANUAL
Presentation to the RCC and MSC

January 2026 | PEM Board Room



OVERVIEW
Item Description

Previous Filing

September 2023 – Filed rules change proposal (EC and Penalty Manual)
• PEMC submitted key revisions, including:

o Transfer of penalty collection from the Market Operator to the WESM Governance Arm
o Use of penalties for urgent and unforeseen WESM operational and governance needs

• May 2025 - DOE disapproved the full proposal, including non-penalty-related provisions that 
PEMC believes were well-founded and aimed at improving enforcement efficiency.

DOE Directive
June 2025 - DOE instructed the Market Operator to implement the collection and distribution 
mechanism, returning the collected penalties to end-users. This has been operational since June 
2025 and is now proposed for formal inclusion in Section 6 of the Manual.

Rationale for Refiling
PEMC is refiling a refined, updated proposal that:
• Aligns with DOE directives
• Addresses procedural gaps
• Reinforces enforcement integrity and operational clarity

Objectives of the 
Current Proposal

To codify current practices, update rule references, and uphold consistent, transparent, and 
enforceable penalties across all WESM participants.



COVERAGE

Penalty Manual Issue 3.0 Enforcement and Compliance Manual Issue 1.0

Summary of Changes

• Clarity in the Institutional Roles
• Integration of Penalty Collection, Distribution, and 

Flowback Mechanism
• Incorporation of Exhaustion of Available Remedies in 

WESM Governance 
• Clearer Timelines and Enforcement Mechanisms
• Update of Rule References and Alignment of Terminology
• Transfer of the Reconsideration and Appeal Procedures
• Minor/Clerical Revisions for Consistency

Summary of Changes

• Jurisdictional Clarification
• Streamlined Investigation Timelines
• Refined Process Flow
• Filing Authority, Terminology and Notifications
• Enhanced Provisions Relating to Remedial Measures
• Integration of Reconsideration and Appeal Procedures
• Minor/Clerical Revisions for Consistency

File with MSC; consultation with RCC, CC and PEM Board File with RCC

General Amendment General Amendment

Proponent: PEMC (or PEMC and IEMOP) Proponent: PEMC



Proposed Rule Amendments to:

WESM Enforcement 
and Compliance Manual



Summary of the Proposal:

1. Transfer of the provisions on Request 
for Reconsideration and Appeal 
proceedings from Penalty Manual to the 
Enforcement and Compliance Manual

2. Change in the timeline for compliance 
monitoring and assessment and other 
enforcement proceedings timeline 

3. Additional provisions for RFI verification

4. Minor and clerical correction
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Notice of 
Specified 
Penalty

Monitoring or 
Investigation Report

FINAL AND 
EXECUTORY

PAYMENT

Request for 
Reconsideration

ECO Resolution 
on RR 

CC Resolution on 
Appeal

Remedies of TPs

ENFORCEMENT AND COMPLIANCE MANUAL PENALTY MANUAL PENALTY MANUALENFORCEMENT AND 
COMPLIANCE MANUAL

PENALTY MANUAL

PENATY  RANGE  
LEVEL AND 

APPLICATION

CURRENT RULE

(Enforcement Proceedings; 
rather than penalty matters)
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COMPLIANCE MONITORING AND ASSESSMENT TIMELINE
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3BD

TP
Response

VALIDATION, VERIFICATION, ASSESSMENT

Flagging 
of Breach

REPORTING

CMAR + 
PENALTY

15TH DAY FF. MO.

END OF THE 
MONTH

Note: Most of the TPs submit the supporting 
documents until end of the month

Under the Current Procedure



COMPLIANCE MONITORING AND ASSESSMENT TIMELINE
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5BD

VALIDATION, VERIFICATION, ASSESSMENT

Flagging 
of Breach

DATA PROVISION 
(NODAL PRICE)

(necessary for penalty 
computation)

Note: Penalty via NSP can’t be computed 
on 15th because the adjusted price date is 
provided by MO  after 15th of the month. 

END OF THE 
MONTH

Note: Most of the TPs submit the supporting 
documents until end of the month 45TH DAY

TP
Response

Extend Timeline to 
Respond from 3D to 5D

1
Extend Timeline for 

issuance of report from  15th 
to 45th day following the 

covered monitoring month

2

REPORTING

CMAR + 
PENALTY

Proposed Change
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RATIONALE FOR EXTENDING ECO’S MONITORING REPORT TIMELINE TO 45 DAYS

A. OVERLAPPING TIMELINES WITH OTHER MONITORING TYPE

Monitoring Type Due Date of the Reports

FOR CMAR-OCC 15 days from the last day of the calendar 
month of the covered monitoring period

FOR CMAR-DCS 15 days from the last day of the calendar 
month of the covered monitoring period

FOR CMAR-MORM 15 days from the last day of the calendar 
month of the covered monitoring period

FOR FINAL FAS RESULTS 70 days from the last day of the calendar 
month of the covered monitoring period

FOR CMAR-FAS Every March 31 of the year following the 
covered monitoring period

FOR CMAR-LAS 45 days from the last day of the calendar 
month of the covered monitoring period

FOR CMAR-ROCC 20 days the last day of the calendar month 
of the covered monitoring period

FOR CMAR-RCS 60 days the last day of the calendar month 
of the covered monitoring period

FOR INV REPORT 150 BD from RFI

FOR RESOLUTION ON RR 15 days from receipt of the Request for 
Reconsideration

B. VOLUME OF REPORTS ISSUED MONTHLY

Monitoring Type Average No. of Reports Per Month

FOR CMAR-OCC 305

FOR CMAR-DCS 305

FOR CMAR-MORM 49

FOR FINAL FAS RESULTS 100

FOR CMAR-FAS 100

FOR CMAR-LAS 20

FOR CMAR-ROCCC 70

FOR CMAR-RCS 50

FOR INV REPORT 1

RESOLUTION ON RR 5

• Monitoring activities overlap, making the timeline tight
• Too many reports are issued every month (covering Luzon, 

Visayas, and Mindanao WESM Members)
• Time management for ECO’s current manpower setup



11

RFI 
VERIFICATION 

PROCESS &

ISSUANCE OF 
NOTICE OF 

INVESTIGATION

5BD

VALIDATION, 
VERIFICATION AND 

ASSESSMENT

10BD

FILING OF RFI/ REPORT 
OF PROBABLE BREACH 

OR DIRECTIVE OR ORDER 
TO INVESTIGATE

150 BD

COMPLETION OF 
INVESTIGATION

RFI 
VERIFICATION 

PROCESS
REPLY

CURRENT PROCEDURE

5BD



5BD

RFI 
VERIFICATION 

PROCESS
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5BD

FILING OF RFI/ REPORT 
OF PROBABLE BREACH 

OR DIRECTIVE OR ORDER 
TO INVESTIGATE

ISSUANCE OF 
NOTICE OF 

INVESTIGATION

Passed Verification

Failed Verification
(will not proceed with 
investigation)

REPLY

FORMAL INVESTIGATION 
STARTS HERE (and from where 
150BD is reckoned)

150 BD

COMPLETION OF 
INVESTIGATION

VALIDATION, 
VERIFICATION AND 

ASSESSMENT

10BD

PROPOSED CHANGE
• If within scope of authority
• If within prescriptive period
• If there’s no duplicate (ongoing) 

investigation 
• If directive/order to investigate 

is already clear
• If there's a need to refile RFI (to 

complete information)



JURISDICTIONAL CLARIFICATION
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ISSUANCE OF 
NOTICE OF 

NVESTIGATION

5BD

FILING OF RFI/ REPORT 
OF PROBABLE BREACH 

OR DIRECTIVE OR ORDER 
TO INVESTIGATE

ISSUANCE OF 
NOTICE OF 

INVESTIGATION

Passed Verification

Failed Verification
(will not proceed with 
investigation)

REPLY

150 BD

COMPLETION OF 
INVESTIGATION

VALIDATION, 
VERIFICATION AND 

ASSESSMENT

COMPLETION OF 
INVESTIGATION

10BD5BD

FORMAL INVESTIGATION 
STARTS HERE (and from where 
150BD is reckoned)

PROPOSED CHANGE
• If within scope of authority
• If within prescriptive period
• If there’s no duplicate (ongoing) 

investigation 
• If directive/order to investigate 

is already clear
• If there's a need to refile RFI (to 

complete information)

0 1

WESM MEMBERSHIP

2

CEASED 
MEMBERSHIP

2-YR PRESCRIPTIVE PERIOD

Filing of RFIALLEGED VIOLATION COMMITTED WITHIN THIS PERIOD

“Investigations 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.”

RFI 
VERIFICATION 

PROCESS
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ISSUANCE OF 
NOTICE OF 

NVESTIGATION

5BD

FILING OF RFI/ REPORT 
OF PROBABLE BREACH 
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ISSUANCE OF 
NOTICE OF 

INVESTIGATION

Passed Verification

Failed Verification
(will not proceed with 
investigation)

REPLY

150 BD

COMPLETION OF 
INVESTIGATION

VALIDATION, 
VERIFICATION AND 

ASSESSMENT

COMPLETION OF 
INVESTIGATION

10BD5BD

FORMAL INVESTIGATION 
STARTS HERE (and from where 
150BD is reckoned)

PROPOSED CHANGE
• If within scope of authority
• If within prescriptive period
• If there’s no duplicate (ongoing) 
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• If directive/order to investigate 

is already clear
• If there's a need to refile RFI (to 

complete information)

0 1

WESM MEMBERSHIP

2

CEASED 
MEMBERSHIP

2-YR PRESCRIPTIVE 
PERIOD

RFI 
VERIFICATION 

PROCESS

RELATED PROVISION – Sec. 4.1.6 of the Penalty Manual
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ISSUANCE OF 
NOTICE OF 

NVESTIGATION

5BD

FILING OF RFI/ REPORT 
OF PROBABLE BREACH 

OR DIRECTIVE OR ORDER 
TO INVESTIGATE

ISSUANCE OF 
NOTICE OF 

INVESTIGATION

Passed Verification

Failed Verification
(will not proceed with 
investigation)

REPLY

150 BD

COMPLETION OF 
INVESTIGATION

VALIDATION, 
VERIFICATION AND 

ASSESSMENT

COMPLETION OF 
INVESTIGATION

10BD5BD

FORMAL INVESTIGATION 
STARTS HERE (and from where 
150BD is reckoned)

PROPOSED CHANGE
• If within scope of authority
• If within prescriptive period
• If there’s no duplicate (ongoing) 

investigation 
• If directive/order to investigate 

is already clear
• If there's a need to refile RFI (to 
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0 1

WESM MEMBERSHIP

2

CEASED 
MEMBERSHIP
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PERIOD

ALLEGED VIOLATION 
COMMITTED WITHIN 

THIS PERIOD

RFI 
VERIFICATION 

PROCESS

Filing of RFI

Case 
Pending

Case Concluded

“(b) Penalties or sanctions for any breach of the Market Rules or Market Manuals may be imposed upon a former WESM 
Member notwithstanding the cessation of its membership or change in, or transfer of ownership of the assets or facility 
involved in the investigation provided that the act or omission constituting the breach occurred while it was still a 
member and within the two-year prescriptive period, and that the corresponding investigation was duly initiated and 
completed in accordance with the Enforcement and Compliance Manual or other applicable Market Manuals..”

RELATED PROVISION – Sec. 4.1.6 of the Penalty Manual
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Submission of IR to CC 
by ECO

Review and Resolution by CC 
of the ECO Investigation Report

Submission of CC 
Resolution to PEM Board

CURRENT RULE

30 business days

On CC Review of Investigation Report
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Submission of IR to CC 
by ECO

Review and Resolution by CC 
of the ECO Investigation Report

Submission of CC 
Resolution to PEM Board

90 business days

PROPOSED RULE

Require additional 
submission/ 

clarification, if 
necessary

DEEMED SUBMITTED 
FOR RESOLUTION

• Initial evaluation of IR & documents is completed, and no further 
clarification is needed from the ECO or WESM Member.

• All requested additional information has been received and no further 
submissions are required.

• Deadline for submitting additional data has passed without submission

On CC Review of Investigation Report



JUSTIFICATION FOR EXTENDING CC REVIEW TIMELINE
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Key Consideration Summary Description

Purpose of Extension Allows CC sufficient time to thoroughly review ECO’s Investigation Report

Supplemental Submissions Trading Participants often need time to provide additional documents or 
legal memorandum

Clarification from MO and SO CC may request data from MO/SO, which follow their own timelines

Limited Meeting Frequency CC meets monthly, making the 30-day review period impractical 
especially for complex appealed cases

Due Process & Review Quality 90 days enables fair, comprehensive evaluation and stronger 
enforcement outcomes
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Area/Subject of Amendment Brief Description

On Compliance Monitoring 
and Assessment Section

• Revised the timeline - to afford the WESM 
Member more time to respond in 
consideration of the time to gather 
information from the person or unit in charge; 
and for ECO to have more time for quality 
assessment. 

On Enforcement Proceedings 
Section / Request for 

Reconsideration and Appeal 
Section / Glossary

• Added sections relating to Request for 
Reconsideration and Appeal Proceedings (as 
lifted from the WESM Penalty Manual).

• Revised the timeline – provide a reasonable 
period for the resolution on the Request for 
Reconsideration and the disposition on 
Appeal.

On Initiation of Investigation

• Added a provision for clarity on jurisdictional 
matters.

• Added a provision on screening of RFI. This 
would prevent unnecessary efforts and time 
to investigate.

On Remedial Measures

• Strengthen the need for imposition of 
remedial measures at any stage of 
proceedings (during or after the compliance 
monitoring or investigation)

Area/Subject of Amendment Brief Description

On Investigation Review / 
Remand of Cases

• Revised for clarity – that there is no need 
for ECO to inform the concerned Trading 
Participants that a case is remanded. 

Extended Timeline for 
Resolution of RR

• From 15 BD to 60 BD
• May be extended if delay is beyond control 

of ECO (but not to exceed 30 BD from 
receipt of required information).

On Implementation of 
Enforcement Actions 

Section

• Revised for consistency with the rule on 
exhaustion of remedies. The Notice of 
Specified Penalty will be issued only when 
the finding, resolution or decision becomes 
final and executory. 

Others

• Clerical correction
• Italicized the words or terms that have 

been defined in the Market Rules/Market 
Manuals. 

• Consistent use of terminologies.
• Removed redundant provisions.
• Updated rule references which have 

already been changed by series of 
amendments. 



REQUESTED ACTION
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For Review of the Proposal and 
for Publication on the PEMC Website for Comments



Proposed Rule Amendments to:

WESM Penalty Manual
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Proposed Changes: 

1. Flowback Mechanism

2. Change in Timeline for Implementation 
of Enforcement Action (Exhaustion of 
Remedies before Penalty Collection)

3. Transfer of Provisions/Section on RR 
and Appeal from Penalty to EC Manual

4. Minor and clerical correction 



PENALTY PRINCIPLES AND GUIDELINES 
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Financial penalties benefit electricity end users.

• All collected penalties and default interest are ultimately returned to end users
• Distribution is coursed through WESM Customers (distribution utilities, electric cooperatives, retail 

electricity suppliers, bulk users, excluding those subject to penalties) 
• Only eligible transacting Members receive allocations.

Treatment of Penalties: Penalty distributions are separate from regular WESM settlements.

• Penalty amounts follow WESM settlement mechanisms
• Not part of energy or reserve settlement amounts
• Treated strictly as pass-through transactions by the Market Operator
• Includes both collections and remittances, plus any interest
• All activities must comply with timelines in the WESM Manual on Billing and Settlements
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Proportional Allocation to WESM Customers 

Penalty amounts collected by the Market Operator are allocated proportionally, based on:

• Each WESM Customer’s billing statement amount for the relevant month, relative to the total billing amount 
of all WESM Customers for the same period 

Allocation follows the methodology in the WESM Billing & Settlement Manual

Settlement Notice Integration

• Each WESM Customer’s collected penalty amount is explicitly reflected in their settlement notice
• Ensures transparency and traceability of collected penalty flowback

When Adjustments are Required 

If a lawful order from a court of competent jurisdiction, or the Energy Regulatory Commission (acting as a 
quasi-judicial body) requires: (a) Reversal; (b) Modification; and (c) Refund of previously allocated penalty 
amounts, the MO must implement adjustments or refunds in accordance with the order

FLOWBACK MECHANISM
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NSP and Periodic Penalty 
Summary Report

• ECO issues NSP and the 
periodic penalty summary 
report

• ECO compiles a monthly list 
of issued penalty notices and 
submits a summary report to 
the Market Operator (MO) 
every 28th of the month. 

• Basis for MO billing 

Billing Statement Preparation

• MO processes billing based on 
ECO report

• Billing statement issued on or 
before the 15th of the following 
month

• Billing serves as formal notice 
to settle the penalty

Billing must include:
• Penalty amount 
• Due date (10–15 BD after 

issuance)

Payment by WESM Member

• Member must remit payment no later than the 
25th of the billing month

• If the 25th is a non-working day → next 
working day applies

• Default interest accrues on unpaid amounts 
starting the day after due date

Primary Method: Electronic Fund Transfer (EFT) 
to the MO

Offsetting Allowed if: a) Member provides written 
authority, or b) Member fails to remit within the 
prescribed schedule
Offsetting is applied after deducting: Market fees; 
Default interest

Non-Payment Handling

Default Notice
• If the Member fails to settle on 

time, MO issues a default notice
• Notice specifies outstanding 

amount
• Process follows WESM Billing & 

Settlement default procedures

PENALTY BILLING AND COLLECTION PROCESS
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Request for 
Reconsideration

ECO Resolution on 
Reconsideration

WHEN IS A NOTICE OF SPECIFIED PENALTY ISSUED?

CC Resolution on 
Appeal

Monitoring or 
Investigation Report

FINAL AND 
EXECUTORY

Notice of 
Specified 
Penalty
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Request for 
Reconsideration

ECO Resolution on 
Reconsideration

WHEN IS A NOTICE OF SPECIFIED PENALTY ISSUED?

CC Resolution on 
Appeal

Monitoring or 
Investigation Report

FINAL AND 
EXECUTORY

Notice of 
Specified 
Penalty

Exhaustion of Possible Remedies
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Request for 
Reconsideration

Notice of 
Specified 
Penalty

ECO Resolution on 
Reconsideration

WHEN IS A NOTICE OF SPECIFIED PENALTY ISSUED?

CC Resolution on 
Appeal

Monitoring or 
Investigation Report

FINAL AND 
EXECUTORY

Notice of 
Specified 
Penalty

Exhaustion of Possible Remedies

PAYMENT



WHEN IS A FINDING OF BREACH FINAL AND EXECUTORY?
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No appeal is filed after a reconsideration is denied by the Enforcement and 
Compliance Office (for CMA-initiated cases)

The Compliance Committee affirms the breach on appeal (for CMA-initiated cases)

The PEM Board confirms the breach after the case review (RR) (for RFI-initiated cases)

The deadline to appeal or reconsider lapses without any action
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Area/Subject of Amendment Brief Description

Clarify Institutional Roles

• Define roles of WESM Governance Arm 
(oversight, imposition of penalties, and 
governance), and Market Operator (billing, 
collection or flowback).

• Ensure accountability and reduce 
procedural overlaps or gaps.

Integrate Penalty Collection, 
Distribution or Allocation 
Procedures

• Formalize the billing, collection and 
allocation guidelines into the Penalty 
Manual under Section 6.  

• Include billing timelines, formats, and 
contingency measures (e.g., dissolution or 
non-payment).

Exhaustion of Remedies

• Provide basis for including exhaustion of 
remedies within the scope of the Penalty 
Manual.

• Provide that penalties are imposed only after 
enforcement remedies have been availed of. 

• Define when a finding of breach is considered 
final and executory within the purview of the 
Governance Arm and the Market Operator, 
listing conditions that reflect exhaustion of 
remedies.

Area/Subject of Amendment Brief Description

Establish Clearer Timelines 
and Enforcement 
Mechanisms

• Introduce defined periods for billing, payment, 
and reporting. 

• Specify triggers and procedures for 
suspension and deregistration of non-
compliant entities. 

• Add contingency provisions to address 
enforcement challenges and ensure timely 
compliance.

Update Rule References and 
Align Terminology

• Replace outdated citations with current clause 
numbers. 

• Harmonize definitions and terms across 
WESM Rules and Market Manuals. 

• Align language with prevailing regulatory 
standards to avoid confusion.

Transfer Reconsideration and 
Appeal Procedures

• Relocate reconsideration and appeal 
processes to the WESM Enforcement and 
Compliance Manual. 

• Allow the Penalty Manual to focus on penalty 
imposition and administration. 

• Centralize procedural remedies and due 
process under the Enforcement Manual to 
streamline documentation and avoid 
redundancy.



REQUESTED ACTION
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For Review of the Proposal and 
for Publication on the PEMC Website for Comments
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