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ERC APPROVES PRICE CAP DURING 
MARKET SUSPENSION OR INTERVENTION. 

WHEN DOES THIS OCCUR?

In cases of national and international emergen-
cies or natural calamities, the ERC is empowered to 
suspend the operation of the wholesale electricity 
spot market or declare a wholesale electricity spot 
market failure.

WHAT IS THE PRICE DETERMINATION 
METHODOLOGY (PDM)?

The PDM is issued to provide specific details to 
the general principles contained in the WESM Rules 
which is subject to the approval of the ERC. 

It is a methodology intended to provide the 
market participants with specific principles by which 
energy in the wholesale electricity spot market will be 
priced by providing specific computational formula 
that will enable market participants to verify the cor-
rectness of the charges being imposed.
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WHAT IS WESM?

The WESM is the venue for trading electricity as 
a commodity. Since electricity is a different kind 
of commodity, it is something which cannot be 

seen nor stored, so there has to be an instrumenta-
tion involved in quantifying, interpreting and measur-
ing this kind of commodity. The WESM provides the 
mechanism for identifying the price of actual varia-
tions from the quantity transacted between sellers 
and purchasers of electricity.

The WESM is the central coordination and dis-
patch scheduling of electricity.

HOW DOES IT OPERATE?

WESM players, among others, include the Market 
Operator (MO), System Operator (SO), transmission 
provider, Distribution Utilities, directly connected 
customers, and suppliers.

In WESM, the industry participants, particularly 
the GENCOs will submit offers to sell energy by of-
fering it for sale at a certain price on an hourly basis. 
Price offers will be ranked from the highest to lowest.

The key feature of the WESM is its centralized 
dispatch based on offers from suppliers and bids 
from customers and the provision of market-based 
pricing for energy imbalances and spot trades on an 
hourly basis.

The MO is the entity which administers the 
operation of the WESM. It determines the dispatch 
schedule for each hour of all facilities and submits it 
to the SO.

SO is in charge of central/actual dispatch and en-
sures the reliability and security of the power system 
at all times. 

The TRANSCO (Network Service Provider) 
provides and maintains the physical infrastructure 
(transmission network and associated facilities) nec-
essary to transport electricity. 

DUs, directly connected consumers and suppliers 
purchase electricity directly from the spot market. All 
settlements are made by the MO after every billing 
period.

WHAT ARE ITS ADVANTAGES TO PARTICIPANTS?

In the WESM, the price of electricity is market-
driven so the participants will have a choice in their 
suppliers of electricity. The WESM provides another 
supply option to Distribution Utilities and directly 
connected customers.

WHO RUNS THE WESM?

The Market Operator (MO) governs and admin-
isters the operation of the WESM. It determines the 
dispatch schedule of all facilities of WESM partici-
pants.

ERC IS IN CHARGE OF PRICING, MARKET 
MONITORING, AND ENFORCEMENT OF RULES. 

WHO ESTABLISHED THE RULES?

In accordance and in compliance with the Electric 
Power Industry Reform Act (EPIRA), the Department 
of Energy (DOE) promulgated the WESM Rules on 
June 28, 2002, with the joint endorsement of electric 
power industry participants.


