
1 
 



1 
 

Regulated Client Auction 

2017-01:  Diverging 

Views of the Expected 

Behavior for the Chilean 

Electricity Market       

Post-2024? 
Bids to supply energy to distribution companies from 

2024 through 2043 were presented on October 11th 

as part of the Regulated Client Auction 2017-01. On 

November 2nd, the Chilean National Energy 

Commission (CNE) published the results, which were 

the following:  

Bidder Energy (GWh)
Average Price 

(USD/MWh)

Project Types 

in Offer
Blocks Won

Enel 1180 34.7 Various
1A, 1B, 1C & 

2A, 2B, 2C, 2D

Verano Tres 540 25.4 Wind/ Solar 1A, 1B,  1C

Atacama Solar 220 36.5 Solar PV 2A, 2B, 2C, 2D

Cox Energia 140 34.4 Solar PV
1A, 1B, 1C & 

2A, 2B, 2C, 2D

Atacama 

Energy 

Holdings
120 34.1 Wind 2A, 2B, 2C, 2D

Total 2200 32.5
 

Energy Auctioned 

Energy auctioned as hourly blocks was allocated as 

follows: 

Block 1-A Block 1-B Block 1-C

Night Daytime Evening

23:00 – 7:59 8:00 – 17:59 18:00-22:59

# sub-blocks 85 85 85

Total (GWh) 528 778 394

Energy Auctioned

 

This auction introduced a new type of block: 

quarterly blocks. These correspond to 24-hour blocks 

associated with specific quarters of the year. The 

energy auctioned under the quarterly block scheme 

was the following: 

Total

24-hours

(GWh)

Block 2-A (1st Qtr)

Jan 1 – Mar 31

Block 2-B (2nd Qtr)

Apr 1 – Jun 30

Block 2-C (3rd Qtr)

Jul 1 – Sept 30

Block 2-D (4th Qtr)

Oct 1 – Dec 31

125 25

125 25

125 25

Energy Auctioned # sub-blocks

125 25

 

Contracts Signed are Not Production Contracts 

Since the contracts signed by the winners of the 

regulated auction are not production contracts, it is 

not sufficient to only consider wind and solar project 

costs for 2024 and the generation facility’s capacity 

factor. Instead, other factors must be considered to 

assess the profitability of the contract.  

The winners of the regulated auction commit to 

withdrawing energy and paying the spot price at the 

busbars where the distribution companies consume 

energy across the Chilean Electricity System. The 

locations at which the distribution company will 

purchase energy will be determined by the most 

recent short term nodal price decree. 

In return for the energy supplied to the distribution 

companies, the suppliers of a winning bid get paid a 

fixed price at each of the busbars where the 

distribution company withdraws energy. The fixed 

price paid to the supplier is a function of the energy 

modulation factors (EMFs) published by the CNE and 

the price they offered in the bid, which is referenced 

to the Polpaico busbar.  The EMFs are used to 

transform the bidding price at the Polpaico busbar to 

a fixed price at each busbar over the lifetime of the 

contract.  

The energy produced by the generation facilities will 

be remunerated at the spot price corresponding to 

the location where the facility injects into the Chilean 

Power System.  

Hence, the total profit from a contract won through 

the regulated client auction depends on much more 
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than just the price in the contract and the cost of 

production.  It also depends on factors such as:  

• The energy consumed by distribution companies 

at different locations,  

 

• The spot prices at the busbars where the 

distribution company withdraws energy,  

 

• The spot price at the location where the 

generation facilities associated with the contract 

inject into the system, and 

 

• The supplier’s capacity to match the energy 

produced by its generation facilities with the 

energy profile consumed by the distribution 

companies. 

For example, winners of a contract signed at 25 

$USD/MWh to supply the day block (1-B) will have to 

buy energy from the spot market from 8:00 – 17:59 

at the spot price for each busbar where the 

distribution company withdraws energy, regardless 

of whether the spot price is 0 or 70 $USD/MWh.  

Withdrawing at 0 $USD/MWh to supply the 

distribution company makes the contract more 

profitable.  If the contract is not properly hedged 

with generation assets, the risk of loss for the 

supplier could increase significantly if it has to buy 

energy for prolonged periods of time at the same 

busbar for a higher price, such as 70 $USD/MWh.  

Suppliers can hedge their risk of profit loss by 

locating their generation facilities closer to where 

the distribution companies are expected to 

withdraw the most energy and by ensuring the 

generation assets have the capacity to meet the 

consumption patterns of the distribution company.  

The contracts signed in the regulated auction do not 

only consider the sale of energy, they also include 

the capacity payments.  Capacity payments are made 

to the owners of the generation assets based on the 

firm power recognition rules and the terms of the 

contract. 

 

More Competitive Offers 

The bids suggest that some developers and 

operators are expecting substantial drops for the 

cost of solar and wind by 2024. 

The most competitive bid for a 24-hour block was 

made by Energia Renovable Verano Tres SpA, which 

submitted a restricted offer for blocks 1-A, 1-B and 

1-C.  Verano Tres presented a 25.389 $USD/MWh bid 

for 27 of the 85 sub-blocks.  

The most competitive offer for the daytime block (1-

B) was made by Enel, which placed a bid for 59 of the 

85 sub-blocks at 21.480 $USD/MWh.  The bids made 

by Enel were the following: 

Block 1-A Block 1-B Block 1-C

Night Daytime Evening

23:00 – 7:59 8:00 – 17:59 18:00-22:59

($USD/MWh) ($USD/MWh) ($USD/MWh)

Min 32.9 21.4 32.9

Max 50.6 40.9 51.0

Bid

  

Enel linked its bid to its existing hydro, coal, and 

natural gas generation facilities. Enel operates 

generation assets that can be used to hedge most of 

the contract risks associated with supplying 

distribution companies. This is because Enel’s hydro 

capacity lowers production costs, its assets are 

distributed across the system, and Enel’s distributed 

generation portfolio is positioned to meet the 

distributions companies’ consumption patterns 

across the system.  

Other bidders that committed projects under 

development matched Enel’s competitiveness. 

Other competitive bids for the daytime block (1-B) 

included those made by five companies which linked 

their bids to a solar project and the bids ranged from 

24.8 $USD/MWh to $29.9 $USD/MWh. Similarly, two 

other companies made restricted bids between 34.1 

and 34.7 $USD/MWh for two or more hourly blocks 

and linked their bids to wind projects.   

The terms of reference (ToR) for the Regulated Client 

Auction state that a bidder backing up an offer with 

a project or projects under development, must 

ensure that the projects presented in the offer cover 

the energy committed in the bid. The bidders that 
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back up their offer with a project under development 

could opt to present a formal declaration during the 

bid, which allows them to delay the start of supply or 

request an early termination of the contract. 

More Conservative Offers 

Companies with operational assets such as Colbun, 

Mainco, and Acciona Energia made more 

conservative bids for 24-hour blocks, their bids 

ranged from 47.7 to 55.3 $USD/MWh. For such bids, 

if natural gas were to be available in Chile in the 

range of 6 to 7 $USD/MMBtu after 2024, the spot 

price risk for their contracts would be lower. 

Contracts signed at prices between 47.7 to 54.9 

$USD/MWh would be profitable when hydro, coal, 

gas or renewables set the spot price, which has been 

the trend in the recent past.  

Diverging Views of Electricity Market Post-2024 

The profitability of the contracts won in the last 

regulated auction will partially depend on spot prices 

at the locations where the distribution companies 

will withdraw energy between 2024 and 2043. 

Therefore, the bids are indicators of the participating 

companies’ perceptions of how the spot market will 

evolve and their ability to hedge the contract risk 

with their existing and future generation assets. 

The diverging views of the electricity market post- 

2024 can be explored by analyzing the possible 

market scenarios, which drove some companies to 

adopt a more conservative market view and others 

to adopt a more aggressive market view.  

The companies that adopted a more aggressive 

market view would benefit from spot prices 

consistently below 25 $USD/MWh during the 

daytime block and below 30-35 $USD/MWh during 

the evening and night-time blocks.   

What scenarios post 2024 could lead to spot prices 

consistently below 20-25 $USD/MWh during the day 

and consistently below 30-35 $USD/MWh during the 

evening and night? 

1. The integration of solar generation capacity is 

much higher than that expected by the 

companies which made more conservative bids, 

significantly pushing down spot prices during the 

day block. 

 

2. A potential oversupply of Argentinian Shale gas 

by 2024 could make gas prices in Chile reach 

between $3 and $4 USD/MMBtu, bringing down 

the variable cost of a CCGT to between 25 to 31 

$USD/MWh. 

 

3. The integration of larger quantities of solar and 

wind generation could decrease spot prices to a 

range between the variable cost of renewables 

and coal. 

 

4. Transmission infrastructure surplus. 
 

The materialization of scenarios 1 and 3 will depend 

on the financing of other renewable energy projects 

that were committed as part of prior regulated 

auctions and the outcomes of contract renewal 

opportunities with non-regulated clients between 

2020 and 2026.  

For example, to meet the supply commitments made 

for Regulated Auction 2015-1, between 1200 MW 

and 1500 MW of new renewable energy capacity 

needs to be developed, financed and constructed by 

2020 and 2022.  Between 2020 and 2026, 

approximately 33.7 TWh/year of contracts with non-

regulated clients are due to be renewed, creating an 

opportunity for more renewable projects to be built 

to supply these expiring contracts.  

The companies with a more conservative market 

view possibly expected that spot prices could exceed 

20-25 $USD/MWh during the daytime and 30-35 

$USD/MWh during the evening and night.  What 

scenarios beyond 2024 could lead to spot prices 

above 20-25 $USD/MWh during the day and above 

30-35 $USD/MWh during the evening and night?  

1. Flexible gas and diesel units turning on more 

frequently to deal with demand and renewable 

energy forecast deviations, as well as socio-

technical constraints. 
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2. Natural gas with prices higher than 5 

$USD/MMBtu after 2024 and natural gas and 

diesel consistently dispatching during the 

evening and night blocks to complement 

renewables. 

 

3. Less aggressive renewable energy integration.  

 

4. More expensive fossil fuels post 2024. 

 

5. Higher cost of ancillary services required to 

balance the system operation. 

 

6. More transmission congestion in the system. 

 

Which scenarios will materialize? Only 2024 will tell. 

What is certain is that companies with a more 

aggressive market view and a necessity to build 

projects will need to find investors who can tolerate 

the risks associated with their market view.  

Generation technology providers will play a key role 

supporting the materialization of the more 

competitive offers. 

 

ABOUT US- Inodú develops solutions and provides 

consulting services to improve the sustainability of 

the energy and water value chain for businesses, 

governments, law-firms and non- governmental 

organizations in Latin America.  
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