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Abstract: PubMed

In a capacity-energy combined market environment, suppliers have incentives to deliberately over-
offer their capacities in the capacity market while they bid very high price in the energy and ancillary
markets to avoid generation. This paper analyzes the risks and profits of this capacity-over-offering
behavior, and develops a method for computing non-operable penalty level to prevent such a behavior.
It is further pointed out that two kinds of suppliers are potential adventurers. Results of this research
show that effective penalty level strongly correlates with the stochasticity of suppliers’ profit and
suppliers’ risk preference. The methodology and the results provide new knowledge to the operation in
a capacity-energy market environment.
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