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1 Optimization Models and MCP Formulation

Optimization Models
Here is the firm’s problem. Since we have two firms there would be one for each
firm:

max  (APA + p) x gP4 4 pxe; + AT 5 (g7 — gP4) — CglT — (AT — K) x e
s/t gPt < QP4

gRT < QFT

ei < QFIR

The day ahead problem:

s/t gPA < QP4 [ui]
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The real time problem is identical to the no option formulation:

[EDRT] min_, CgF”
s/t g7 < QT [vy]
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