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REQUEST FOR WESM RULES AMENDMENTS 



Proposals made only under this prescribed form shall be accepted and considered as submitted.
[bookmark: _GoBack]
This request for amendments to the WESM Rules can be submitted to: 

		PEM Board
Attention:  PEM Committee Secretariat
Philippine Electricity Market Corporation 
18/F Robinsons Equitable Tower
ADB Avenue, Ortigas Center
Pasig City, 1605 Philippines
	Email addresses: rcc@wesm.ph
	Fax Number: (+632) 395-2704  
	   
I.  Proposer’s Information
	Name                  
	PEM Audit Committee/Felixberto U. Bustos, Jr.

	Designation         
	Chairman

	Signature
	 

	Company              
	Philippine Electricity Market Corporation

	Company Address               
	c/o the Market Assessment Group

	
	18F Robinsons-Equitable Tower, ADB Avenue

	
	1600 Ortigas Center, Pasig City

	Telephone No.                      
	(02) 631-8734 local 304

	Fax. No.
	(02) 395-2704

	Email Address
	mag@wesm.ph 




II. WESM Rules Amendment Information
	                   
	    
Topic  
	
:
	
Various Audit Provisions in the WESM Rules




Nature of Request (please indicate with x)
[bookmark: Check2][bookmark: Check3][bookmark: Check4][bookmark: Check5][bookmark: Check28]    |X|  Addition   |X| Alteration   |X| Deletion   |X| Clarification   |_|Clerical Correction








I. Proposed Amendment to the WESM Rules


	Title
	Section
	Provision
	Proposed Amendment
	Rationale

	
	NEW 
	
	1.3.5 System Operator Performance
1.3.5.1   In exercising its discretions and performing its obligations under the WESM Rules, the System Operator shall:
(a)	Act in   accordance with   any standard   of performance provided for by any statute, regulation or authorization condition to which the System Operator is subject;
(b)	Act in a reasonable and prudent manner;
(c)	Act in good faith;
(d)	Take into consideration, act consistently with and use its reasonable endeavors to contribute towards the achievement of the WESM objectives; and

(e)  	Ensure an audit trail of documentation that is fully adequate to substantiate and reconstruct all relevant actions performed.

1.3.5.2	  Clause 1.3.5.1   does not prevent the   System Operator from performing any obligation under the WESM Rules.

1.3.5.3	In consultation with the System Operator,  the Market Operator, and the Rules Change Committee,  the PEM Board shall develop performance standards which monitor and provide an indication of the System Operator's performance with respect to:   
(a)	The System Operator's responsibilities under the Act, its Implementing Rules and Regulations (IRR), the WESM Rules, applicable provisions of the Philippine Grid Code (the Grid Code) and all other applicable laws, rules and regulations;
(b)	The achievement of the objectives of the Act and the WESM; and 
(c)	The performance standards, service level agreements, and other conditions set out in the operating agreement between the Market Operator and PEMC. 
1.3.5.4 The System Operator’s performance standards shall be reviewed and approved by the DOE.   
1.3.5.5 Every year, the PEM Board shall publish a   Performance Report setting out the results of its monitoring of the performance of the System Operator in accordance with herein Clause.    
	Consistent with the power and duty of the PEM Board under WESM Rules Clause 1.4.5.2 to oversee and monitor the activities of the Market Operator and the System Operator to ensure that they fulfill their responsibilities under the WESM Rules, and acting in a manner consistent with the WESM Rules.

Further, the 6th Market Audit[footnoteRef:1] pointed out the need to extend the monitoring of the performance to the System Operator, in addition to the Market Operator Performance,   as a means to improve the market. [1:  PAC Summary Report of the 6th MO Audit (page 3 of 20). ] 



The SO performance standard would be in relation to its providing the information that the MO needs in order to operate the WESM cognizant that the performance of the MO is impacted by timely provision of accurate information from the SO.  The Auditor thus suggested   a new category of performance monitoring  to reflect the performance of the SO   relative to the WESM.

The language as proposed for the Market Operator Performance Standards under RCC Resolution 2018-02* was adopted for SO Performance Standards.

*Proposed Amendments to the WESM Rules to Implement the Approved Plan for Transition to the Independent Market Operator of the WESM   

	Formation of Committees

	1.4.6

	The PEM Board shall form working groups and appoint qualified personnel who shall act as the following:


(a) The PEM Auditor to conduct audits of the operation of the spot market and of the Market Operator in accordance with clause 1.5;
(b) A Market Surveillance Committee to   monitor and   report on activities in the spot market in accordance with clause 1.6;
(c) A Technical Committee to monitor and review technical matters under and in relation to the WESM Rules, the Grid Code and Distribution Code in accordance with clause 1.7; 
(d) A Rules Change Committee to assist the PEM Board and the DOE in relation to the revision and amendment of the WESM Rules in accordance with chapter 8, and the formulation, revision and amendment of market manuals, procedures and guidelines; and
(e) A Dispute Resolution Administrator to facilitate the resolution of the dispute between and among the parties within a specified period of time in accordance with the dispute resolution process under clause 7.3.

       
	xxx





(a)	The PEM Audit Committee Auditor  to oversee the conduct of audits, by independent auditors, of the operation of the spot market, and of the Market Operator, the System Operator, and Metering Service Providers in accordance with cClause 1.5 1.5.2;  

 (b) to (e)     xxx


	The proposed changes intend to:

a. Fine tune the responsibilities of the PEM Audit Committee to oversight functions, while maintaining its responsibility in the conduct of timely, fair and independent market audits.   
 
 
b. Require the conduct of audits of the System Operator (SO) and Metering Service Providers (MSPs) in relation to their compliance with their responsibilities under the WESM Rules. Such audits/reviews are consistent with the power and duty of the PEM Board under WESM Rules Clause 1.4.5.2. 

Pricing and settlement outputs in the WESM are reliant on the integrity and accuracy of data being provided by the SO and MSPs. 

 
The correct provision to be referenced is   Clause 1.5.2 instead of Clause 1.5 which enumerates the responsibilities of the Auditor.  

	THE PHILIPPINES ELECTRICITY MARKET AUDITOR
	1.5
	THE PHILIPPINES ELECTRICITY MARKET AUDITOR
	THE PHILIPPINES ELECTRICITY MARKET AUDITOR

THE PEM AUDIT COMMITTEE 
	Global change adopting PEM Audit Committee 




	Appointment of the PEM Auditor

	1.5.1
	[bookmark: _Toc425254809]Appointment of the PEM Auditor

1.5.1.1	The PEM Board shall appoint a PEM Auditor with such skills and expertise, and on such terms and conditions, as the PEM Board reasonably deems to be appropriate, taking into consideration the nature of the obligations and functions of the PEM Auditor, as set out in clause 1.5.2 and clause 5.2.6.  









1.5.1.2	 The PEM Auditor shall not currently or has not been employed within one year prior to the nomination date by any Philippine electric power industry participants.

1.5.1.3	The PEM Auditor must have sufficient relevant experience in one or more of the following fields: 
(a)	Power industry;
(b)	Economics;
(c)	Risk management;
(d)	Information technology and information systems; and/or
(e)	In such other fields as may be relevant to and required in the performance of audits.

	1.5.1	Appointment of the PEM Auditor to the PEM Audit Committee

1.5.1.1	The PEM Board shall appoint    persons to form a PEM Audit Committee a PEM Auditor in such number and with such skills and expertise, and on such terms and conditions, as the PEM Board reasonably deems to be appropriate, taking into consideration the nature of the obligations and functions of the PEM Auditor, PEM Audit Committee as set out in Cclause 1.5.2 and Cclause 5.2.6.  


1.5.1.2 A member of the The PEM Auditor Audit Committee shall not currently or has not been employed within one year prior to the nomination date by any Philippine electric power industry participants.


1.5.1.3	The members of the PEM Audit Committee  PEM Auditor must have sufficient relevant experience in one or more of the following fields: 
(a)	Power industry;
(b)	Economics;
(c)	Risk management;
(d)	Information technology and information systems; and/or
(e)	In such other fields as may be relevant to and required in the performance of audits.

	Global change adopting PEM Audit Committee 

Consistent with the proposal to replace PEM Auditor with the  PEM Audit Committee,   provisions  under 1.5.1  were accordingly changed.  

	[bookmark: _Toc204005989]Responsibilities of the Auditor

	1.5.2    
	Responsibilities of the Auditor

The PEM Auditor shall:

(a) Conduct annual audits of the Market Operator and the settlement system and any other procedures, persons, systems or other matters relevant to the spot market,

	 Responsibilities of the PEM Audit Committee Auditor

The PEM Auditor Audit Committee shall:
(a) Oversee the Cconduct of  annual audits of the Market Operator and the settlement system and any other procedures, persons, and systems or other matters of the Market Operator, Metering Services Providers  and  the System Operator   as they are relevant to the spot market;


	Consistent with the proposed amendments in Clause 1.4.6.

The word “annual” was already deleted as the frequency or period of the audit is already specified in Sections 4.5.5.4 (as proposed) and 5.2.6.1. In these sections, the frequency of the audit is   annually or as often as necessary.

	
	(b) 
	(c) Recommend changes to the WESM Rules where the PEM Auditor detects deficiencies as a consequence of an audit, review, test , check or other form of review; and
	(c) Recommend changes to the WESM Rules  and relevant   Market Manuals where the PEM Auditor  deficiencies have been identified as a consequence of an audit, review, test, check or other form of review; and
	 For clarity, WESM Manuals were added  as possible areas   where  the PAC may propose rules changes to. 


	
	(d) 
	(e) Publish on the market information website the results of any findings and recommendations under this clause 1.5.1.
	(d) Publish on in the market information website the results of any findings or and recommendations under this Cclause 1.5.1.5.2.6. 
	Appropriate provision to be cited is Clause 5.2.6 Market Audits and not Clause 1.5.1 which refers to the Appointment to the PEM Audit Committee. 

Clerical edits 

	Review of the WESM Rules
	1.5.3  
	The PEM Auditor may appoint a qualified team of auditors to carry out a review of the scheduling and central dispatch process under the WESM Rules.
	The PEM Auditor Audit Committee may appoint a qualified team of auditors to carry out the review of the scheduling and central dispatch process under the WESM Rules.
	 Global change adopting PEM Audit Committee 


	Security of Metering Equipment
	4.5.5.4
	The PEM Auditor, in consultation with the Market Operator and Metering Services Providers, shall review the security arrangements and requirement of metering installations annually.
	The PEM Auditor Audit Committee, in consultation with the Market Operator and Metering Services Providers, shall review the security arrangements, and   the compliance of  metering installations with the requirements  of metering installations annually   the WESM Rules,  its applicable Market Manuals   and other relevant laws and issuances.  The said review  shall be conducted annually or as often as necessary.

	 Global change adopting PEM Audit Committee

The proposed addition to also review the compliance of the MSPs to the metering installation requirements as stated in the WESM Rules,   applicable market manuals   and    other relevant laws and issuances will serve as reference for the said review.   

In order for the PAC to audit the MSP upon request or direction of the DOE, ERC or PEM Board, the phrase “or as often as necessary” is proposed to be inserted.

	Market Audit
	5.2.6
	5.2.6 Market Audit
	5.2.6 Market Audit Audits
	To classify audits of the System Operator and Metering Services Provider as market audits, aside from the audits conducted on the Market Operator. Note that these parties are providing services and information to the WESM and Trading Participants.

	Market Audit
	5.2.6.1
	The PEM Auditor shall arrange for a spot market audit to be performed once each quarter, or such other period as determined by the PEM Auditor.

	The PEM Auditor Audit Committee shall arrange for a the  audit of the Market Operator,   Metering Services Providers and the  System Operator, pursuant to Clause 1.5.2 spot market audit to be performed once each quarter annually, or such other periods as determined by the PEM Auditor Audit Committee. 
	Global change adopting PEM Audit Committee  

The review  of the spot market once every  quarter  is not feasible given the time required for   the selection of the External Auditors that shall be tapped to undertake the audit and the  audit proper itself.  

The   audit conducted annually will   ensure that regular review will be undertaken.  

	Market Audit
	5.2.6.2
	The spot market audit shall cover and review compliance by the Market Operator with its procedures and the effectiveness and appropriateness of systems utilized in the operation of the spot market, including but not limited to:

(a) Valid audit certificates for the current revisions of all numeric software;

(b) The calculations and allocations performed by the metering and settlements systems;

(c)    Billing and information systems;

(d) The scheduling and dispatch processes;

(e) The processes for software management including the Information and Communications Technology Change Management Process or “ICMP” instituted by the Market Operator subject to the conduct of regular audits as may be determined under the WESM Rules;

(f)   The Market Operator's compliance with the WESM Rules. 

The said market audit shall also cover all new software and modifications to the existing software implemented through the ICMP.
	The spot market audit shall cover and review compliance by the Market Operator with the WESM Rules, its  Market   Manuals, and  its procedures and assess the    effectiveness and appropriateness of the systems utilized in the operation of the spot market.   The scope of the audit shall, including include, but shall not be  not limited to a review of:

(a) Valid audit certificates for the current revisions of all numeric software All new market-related software and modifications to the existing software implemented by the Market Operator for electricity markets;

(b)  xxx; 

(c)  xxx;

(d) xxx;

(e) The processes for software management including the Information and Communications Technology Change Management Process or “ICMP” instituted by the Market Operator, in accordance to Clause 5.2.6.2 (a) and PEM Audit Market Manual subject to the conduct of regular audits as may be determined under the WESM Rules; and

(f) The Market Operator's compliance with the WESM Rules, Market Manuals and other relevant laws and issuances.
The said market audit shall also cover all new software and modifications to the existing software implemented through the ICMP
	The first paragraph was rephrased to indicate that the compliance of the Market Operator to the WESM Rules and Manuals as well as the effectiveness and appropriateness of the systems utilized by the MO are being reviewed in the spot market audit. 

“Valid audit certificates” was omitted because it is not the one that should be reviewed; it is the software. Audit certificate is the one being issued after the software has been reviewed.

The proposed changes intend to identify the scope of the market audit of the MO. The proposed revisions will not just cover the review of all numeric software but also all newly deployed market-related software. This is also the intent of the current provision as stated in the last paragraph.





	
	
	New provision
	5.2.6.3	The market audits of the System Operator and Metering Service Providers shall cover the review of their compliance with their responsibilities under the WESM Rules, applicable provisions under the Grid Code and other relevant rules and regulation, including the effectiveness and appropriateness of systems utilized that are relevant in the operation of the spot market.

	This new section specifically provides the audit coverage for the SO and the MSP.
  
The systems, persons and procedures to be audited shall cover only those that are relevant to the spot market. 


	Market Audit
	5.2.6.3
	The PEM Auditor may engage, subject to the PEM Board approval, the services of a qualified third party Auditor as outlined in clause 1.5.2 and clause 5.2.6.2. The selection of third party Auditors shall be approved by the PEM Board.
	5.2.6.34 The PEM Auditor Audit Committee may engage, subject to the PEM Board approval, the services of a qualified third party External Auditor as outlined in cClause 1.5.2 and cClause 5.2.6.2 for the various audits it shall  supervise. The selection of third party an   Auditor shall be approved by the PEM Board.
	Renumbering 

The approval by the PEM Audit Committee and PEM Board of the  engagement of External Auditors is  proposed to be deleted since the  current provisions of PEMC’s Manual of Approval   already provides the level of approving authorities for the procurement of services inclusive of the engagement of External Auditors. 

	Market Audit
	5.2.6.4
	The PEM Auditor shall prepare a report on the results of the spot market audit. The said report shall be made available to the DOE, the ERC, the PEM Board and WESM members.

	5.2.6.4.5 The PEM Auditor Audit Committee shall prepare a report on the results of the spot market audits conducted. The said report shall be made available to the parties audited, DOE, the ERC, the PEM Board and WESM members.
	 Global change adopting PEM Audit Committee

To clarify that reports shall be prepared for   all audits conducted as supervised by the PEM Audit Committee and such reports shall be provided to the parties audited as well.  

	Intervention Report
	
	6.9.4.1   Upon the concurrence of one or more of the following events: 
(a) xxx;
(b) xxx;
(c) xxx; or
(d) xxx.

the PEM Board shall, within ten days thereof, direct the Market Surveillance Committee to investigate the circumstances of that event and prepare a report to assess:

(a) xxx;
(b) xxx;
(c) xxx; and
(d) Any finding of potential, fault of any WESM Participant including a preliminary recommendation for further evaluation by the PEM Auditor.
	6.9.4.1   	Upon the concurrence of one or more of
 the following events
(a) xxx;
(b) xxx;
(c) xxx; or
(d) xxx.

the PEM Board shall, within ten days thereof, direct the Market Surveillance Committee to investigate the circumstances of that event and prepare a report to assess:

(a) xxx;
(b) xxx;
(c) xxx; and
(d) Any finding of potential, fault of any WESM Participant including a preliminary recommendation for further evaluation by the PEM Auditor Audit Committee.
	 Global change adopting PEM Audit Committee

	Glossary
	
	PEM Auditor. The auditor appointed by the PEM Board under clause 1.4.6 to undertake functions as set out in clause 1.5.
	PEM Auditor Audit Committee. The committee he auditor appointed by the PEM Board under  cClause 1.4.6 to undertake the functions as set out in cClause 1.5.2
	 Global change adopting PEM Audit Committee 

Corrected  the reference clause



Note: For convenience, please underline and put in bold letters the proposed changes to the WESM Rules.
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