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Proposed Urgent Amendments to the WESM Rules for Enhancements to the Determination of Initial Prudential 

Requirements 
 

 
WESM Rules 

Title Clause Provision Proposed Amendment Rationale 
Amount of 
Security 

3.15.4 Using available historical data, 
the Market Operator shall 
determine the initial Prudential 
Requirements of a new WESM 
member corresponding to the 
portion of its demand that is not 
covered by bilateral contracts, or 
ten percent (10%) of its total 
demand if fully covered  by 
bilateral contracts, multiplied by 
the average actual market price 
of the previous twelve (12) billing 
periods. 

The Market Operator shall 
determine the initial Prudential 
Requirements of a new WESM 
member corresponding to the 
projected Maximum Exposure 
of the new WESM member 
calculated as the average of 
the projected settlement 
amount for each complete 
billing period covered in the 
relevant Market Manual. portion 
of its demand that is not covered 
by bilateral contracts, or ten 
percent (10%) of its total demand 
if fully covered  by bilateral 
contracts, multiplied by the 
average actual market price of 
the previous twelve (12) billing 
periods. 

To ensure the ability of new 
participants to meet their 
obligations, it is proposed that 
calculation of initial prudential 
requirements be calculated in 
more detail in order to increase 
the accuracy of projecting the 
maximum exposure of the Market 
Operator to the new participant. 
The Projected Maximum 
Exposure includes the projected 
load increase by the customer. 
 
The detailed calculation is 
proposed to be provided in the 
Billing and Settlement Manual. 
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WESM Rules 
Title Clause Provision Proposed Amendment Rationale 

Amount of 
Security 

3.15.4.1 XXX 
 
If there is a change in the 
bilateral contract of a WESM 
Member, the maximum exposure 
shall be computed based on the 
settlement amounts estimated by 
the Market Operator using the 
average actual market price 
based on the billing period of 26th 
March to 25th September. In no 
case shall the maximum 
exposure be less than ten 
percent (10%) of the total 
demand. Average actual market 
price shall refer to the ratio of the 
total spot market payment of a 
WESM Member, which may 
include spot market energy and 
reserve transactions, to the total 
metered quantities net of bilateral 
contract quantities for each billing 
month. 
 
XXX 

XXX 
 
If there is a change in the 
bilateral contract of a WESM 
Member, the maximum exposure 
shall be computed based on the 
settlement amounts estimated by 
the Market Operator using the 
average actual market price 
based on the billing period of 26th 
March to 25th September. In no 
case shall the maximum 
exposure be less than ten 
percent (10%) of the total 
demand. Average actual market 
price shall refer to the ratio of the 
total spot market payment of a 
WESM Member, which may 
include spot market energy and 
reserve transactions, to the total 
metered quantities net of bilateral 
contract quantities for each billing 
month. 
 
XXX 

With the expiration in 2011 of the 
requirement under the EPIRA-IRR 
for distribution utilities to source at 
least 10% of their supply from the 
WESM, it is proposed that the 
minimum prudential requirement 
be removed to reduce 
participation costs in the WESM 
for participants with exposure 
below 10% of their demand. 
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Proposed Urgent Amendments to the WESM Manual on Billing and Settlement for Enhancements to the Determination of 
Initial Prudential Requirements 

 
WESM Manual on Billing and Settlement 

Title Section Provision Proposed Amendment Rationale 
Initial 
Assessment of 
Prudential 
Requirement 

7.4.1 a. XXX 
b. XXX 
c. XXX 
d. XXX 
e. XXX 
f. XXX 

a. XXX 
b. XXX 
c j. XXX 
d k. XXX 
e l. XXX 
f m. XXX 

Re-number items c-f to j-m to 
insert proposed procedures for 
calculating the initial prudential 
requirement 

Initial 
Assessment of 
Prudential 
Requirement 

7.4.1 (a) The intending WESM Member shall 
submit the information of its expected 
trading transactions in the WESM based 
on the total demand and bilateral 
contract.  

The intending WESM Member shall 
submit the information of its expected 
trading transactions in the WESM based 
on the total demand and bilateral contract.
 
The initial prudential requirement of a 
WESM Member shall be calculated 
using projected data for dispatch 
intervals: 
 
i. if the WESM Member aims to begin 

trading in the WESM before 
August 26, from complete billing 
periods within March 26 to 
September 25 of the same year; or

Consistent with current 
procedures for calculating actual 
prudential requirements, initial 
prudential requirements are 
proposed to be based on 26 
March to 25 September 
transactions. 
 
Provision on submission of 
information is transferred to items 
d-f. 
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WESM Manual on Billing and Settlement 
Title Section Provision Proposed Amendment Rationale 

ii. if the WESM Member aims to begin 
trading in the WESM after August 
25, from March 26 to September 25 
of the succeeding year. 
 

Initial 
Assessment of 
Prudential 
Requirement 

7.4.1 (b) Using available historical data, the 
Market Operator shall determine the 
initial Prudential Requirement of a new 
WESM Member corresponding to the 
portion of its demand that is not covered 
by its bilateral contracts, or ten percent 
(10%) of its total demand, whichever is 
higher, multiplied by the Average Actual 
Market Price of the previous twelve (12) 
billing periods. 

Using available historical data, the Market 
Operator shall determine the initial 
Prudential Requirement of a new WESM 
Member corresponding to the portion of 
its demand that is not covered by its 
bilateral contracts, or ten percent (10%) of 
its total demand, whichever is higher, 
multiplied by the Average Actual Market 
Price of the previous twelve (12) billing 
periods. 
 
The initial prudential requirement of a 
WESM Member shall be calculated as 
the average of the projected 
settlement amount for each complete 
billing period covered in the period 
defined in Section 7.4.1(a). 
 

Consistent with current 
procedures for calculating actual 
prudential requirements, initial 
prudential requirements are 
proposed to be based on average 
billing period settlement amounts. 

Initial 
Assessment of 

7.4.1 (c) 
(new) 

N / A The projected settlement amount for 
each billing period of a WESM Member 

For better accuracy, it is proposed 
that initial prudential requirements 
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WESM Manual on Billing and Settlement 
Title Section Provision Proposed Amendment Rationale 

Prudential 
Requirement 

shall be calculated using the following 
formula: 
 
PSA = PGESQi × PFEDPi

i∈I
 -

PBCQc,i×PFEDPc,i
c∈Ci∈I

 

 
Where: 
 
PSA projected settlement 

amount in PhP 
PGESQi projected gross energy 

settlement quantity, in 
MWh, for dispatch interval 
i 

PFEDPi projected final energy 
dispatch price, in 
PhP/MWh, for dispatch 
interval i 

PBCQc,i projected bilateral contract 
quantity, in MWh, from 
counterparty c for 
dispatch interval i 

be determined using the formula 
for calculating the settlement 
amount but with projected inputs. 
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WESM Manual on Billing and Settlement 
Title Section Provision Proposed Amendment Rationale 

PFEDPc,i projected final energy 
dispatch price, in 
PhP/MWh, associated with 
the bilateral contract with 
counterparty c for 
dispatch interval i 

I set of dispatch intervals 
within the billing period 

C set of counterparties 
 

Initial 
Assessment of 
Prudential 
Requirement 

7.4.1 (d) 
(new) 

N / A The WESM Member shall submit the 
following information to the Market 
Operator for each dispatch interval in 
the period defined in Section 7.4.1(a): 
 
i. Projected gross energy settlement 

quantities 
ii. Projected bilateral contract 

quantities from each trading 
participant counterparty 

 

It is proposed that the WESM 
Members provide the projections 
for quantities since they have a 
better understanding of their 
operations. 

Initial 
Assessment of 
Prudential 
Requirement 

7.4.1 (e) 
(new) 

N / A The WESM Member shall submit to the 
Market Operator its assumptions for 
determining its projected gross energy 
settlement quantities. The Market 

To ensure the accuracy of 
submitted projected gross energy 
settlement quantities, it is 
proposed that WESM Members 
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WESM Manual on Billing and Settlement 
Title Section Provision Proposed Amendment Rationale 

Operator may require the WESM 
Member to submit supporting 
documents if necessary. The Market 
Operator shall assist the WESM 
Member in determining the projected 
gross energy settlement quantities. 
 

submit the assumptions used in 
their projection. This would allow 
the Market Operator the ability to 
assess the accuracy of the 
submitted projections and revise if 
necessary. 

Initial 
Assessment of 
Prudential 
Requirement 

7.4.1 (f) 
(new) 

N / A To be considered in the determination 
of the initial prudential requirement, 
the bilateral contract quantities 
submitted under Section 7.4.1(d)(ii) 
shall have a corresponding contract 
enrolled with the Market Operator. 

To ensure that the bilateral 
contract quantities submitted are 
valid and realistic, it is proposed 
that the contract should be 
confirmed by the counterparty of 
the new Trading Participant 
through the contract enrollment 
procedure under the WESM 
Registration Manual. 

Initial 
Assessment of 
Prudential 
Requirement 

7.4.1 (g) 
(new) 

N / A The projected final energy dispatch 
price of a WESM Member for a 
dispatch interval shall be equal to the 
final energy dispatch price of the 
geographically nearest market trading 
node from the connection point of the 
WESM Member at the same dispatch 
interval and most recent same date. 
 

Estimating the prices of the new 
Trading Participant based on the 
historical prices of the nearest 
node aims to increase the 
accuracy of the projected 
exposure. 
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WESM Manual on Billing and Settlement 
Title Section Provision Proposed Amendment Rationale 

Initial 
Assessment of 
Prudential 
Requirement 

7.4.1 (h) 
(new) 

N / A The projected final energy dispatch 
price associated with a bilateral 
contract quantity from a counterparty 
for a dispatch interval shall be equal to 
the final energy dispatch price of the 
customer node of the contract 
identified during enrollment of the 
bilateral contract at the same dispatch 
interval and most recent same date.  
 

Estimating the prices associated 
with bilateral contract quantities 
based on the historical prices of 
the nearest node aims to increase 
the accuracy of the projected 
exposure. 

Initial 
Assessment of 
Prudential 
Requirement 

7.4.1 (i) 
(new) 

N / A For new regions integrated to the 
WESM, the Market Operator shall 
simulate and publish projected final 
energy dispatch prices for reference 
nodes in the new region. The Market 
Operator shall publish the 
assumptions used in determining the 
projected final energy dispatch prices, 
subject to approval of the PEM Board 
 
The reference prices shall be applied 
to Trading Participants that are 
registered prior to the commercial 
operations of the WESM in that region; 
for new Trading Participants in the new 

Since historical prices may not be 
available when new regions (e.g., 
Mindanao, Mindoro) are integrated 
to the WESM, it is proposed that 
simulated prices be used in 
estimating the initial prudential 
requirements. 
 
The simulated prices are only 
proposed to be applied for the 
start of commercial operations in 
the region; afterwards, historical 
prices would be used. 
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WESM Manual on Billing and Settlement 
Title Section Provision Proposed Amendment Rationale 

region applying for registration one (1) 
year after the commercial operations 
of the WESM in that region, Section 
7.4.1(g) and Section 7.4.1(h) shall 
apply. 
 

 


