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Abstract

As the electric power industry is evolving into competitive market scheme, a new paradigm is
required for the operation of market. Traditional dispatch algorithm was built based on the optimization
model with an objective function and multiple constraints. Commercial market simulator followed the
concept of the microeconomic model used in the dispatch algorithm, which is called as analytic method.
On analytic method it is prerequisite to procure the exact data for the simulation. It is not easy
anymore for each market participant to access to other participants’ financial information while it used
to be easy for monopoly decision maker to know all the information needed for the optimal operation.
Considering the changing situation, it is required to introduce a new method for estimating the market
price. This paper proposes an empirical method based on stochastic processes expected to build a
capacity planning and long term contracts.
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