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A Competitive Market Integration Model for Distributed Generation
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II. CHILEAN EXPERIENCE

The Chilean power market design is based on a mandatory
pool with audited costs and financial bilateral contracts. The
wholesale spot market is opened only to generators who ex-
change energy at hourly spot prices and annual capacity at a
power price. Those exchanges are based on the calculation of a
balance for each supplier, which comprises supplier deliveries
and injections. Based on the peak load pricing theory, power
(capacity) of a generator has been recognized as a commodity
paid by the users [18]. This capacity represents the generator
contribution to the system’s adequacy.

The distribution sector is a regulated monopoly with a fixed
charge scheme. These charges are the service and network
average costs, which are estimated from an efficient company
model [9]. DisCos purchase energy from the PP at the primary
distribution substations (DisCo network boundary) at a regu-
lated nodal price. The nodal price represents an estimation of
the long-term marginal costs. This calculation considers both
the average price of the contracts among free customers and
generators, and the expected system’s marginal costs for the
next four years [19].
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