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ABSTRACT

In this work, we present a directly applicable scheme for power con-
sumption shifting, and the effective flattening of the electricity con-
sumption curve corresponding to some future date (e.g., the day
ahead). It is a pro-active scheme, rather than a last-minute peak trim-
ming one; and it can employ the services of either individual or co-
operating consumer agents alike. Agents participating in the scheme,
however, are motivated to form cooperatives, in order to reduce their
electricity bills via lower group prices granted for sizable consump-
tion shifting from high to low demand time intervals. The scheme
takes into account individual costs, and uses a strictly proper scor-
ing rule to reward contributors according to efficiency. Cooperative
members, in particular, can attain variable reduced electricity price
rates, given their different load-shifting capabilities. This allows even
agents with initially forbidding shifting costs to participate in the
scheme, and is achieved by a weakly budget-balanced, truthful re-
ward sharing mechanism. We provide four variants of this approach,
and evaluate them experimentally. One major problem arising in this
domain is assessing the participating agents’ uncertainty, and cor-
rectly predicting their future behavior. Thus, in this work we adopt
two stochastic filtering techniques, the Unscented Kalman Filter and
the Histogram Filter, and use them to effectively monitor the trust-
worthiness of agent statements regarding their final actions. Interest-
ingly, our UKEF filter is equipped with a Gaussian Process regression
model. We incorporate these techniques within our demand manage-
ment scheme. Our simulation results confirm that these techniques
provide tangible benefits regarding enhanced consumption reduction
performance, and increased financial gains for the cooperative.

ABSTRACT (GREEK)

Ye authy TNV epyaocio Topouctdlouue Vol QUECO EPUQUOCILO UMY AUVIOUO
YLOL T1) HETOUPORS XATAVIAWOTG NAEXTEXOV PELUATOSC OTO YEOVO, UE OXOTO
NV anotekeopatixy) e€opdhuvon g xounvANe {ATNoNG Yol xdmota Ueh-
AovTh nuepounvia (m.y. yio Ty enduevn uépa). Xe avtideon ue unyovio-
HOUC TOL ATMOGXOTOUV OTN UEIWOT TNG EVEQYELIXNS XATAVIAWONE apoU
€YEL EUPOVIOTEL EVOL UEYLOTO GTNV OYETIXT XOUTUAT (TEPLOPLOUOS XAUTUVEA-
0ONE OE TEPLOOOUC AUYUAC), O UNYOVIOUOC LaC TEOWVEL TNy amopuyn Ornt-
ovpylog TéTowwY peYloTwy -xou unopel vo cuunepthdfBel ave€dptnToug 1) xau
oLVeTAEtl OUEVOUC TEAXTORES. 20TOC0, GTOUC GUUUETEYOVTES BldEToL Xiv-
NTEo Yo vor oY NUatiCouy GUVETALEIOPOUS, €TOL MOTE VO UELWCOLY TOUG



AOYORIIOUOUEC TOU NAEXTEXOU PEVUATOS, HECW TNG €CUCQPANONG YN
AOTEPWY OUADLXGY TYWOV ToU BiBOVTAL Yia UETAPORE 0UGLWBOUS PeYEVOUG
XoTavVAAwone amd yeovixd dtaoThuata udninig {itnong oe dhho your-
Aoteene. H mpooéyyion pac haufBdver un'odw ta x60trn tou xdde mpdn-
TOPA X0 YENOWOTOLEL Evay «awoTned apuélovTa xavova Boduohoynoncy
(strictly proper scoring rule) yio vo avtopeidet toug cupuetéyovies olp-
(POVA UE TNV ATOBOTIXOTNTA TOUG. LUYXEXPWEVA, To UEAT] TOU GUVETHLELO-
HoU UTopoLYV Vo eEACPUACOUY UELWUEVES TWES NAEXTEIXOU PEVUATOS, OL
omofec eivar evdeyouévne dtapopeTinéc yior xdde péloc (xou elaptvton
oo TIC CUYXEXPHIEVES BUVITOTNTES TWV UEAMY). AUTO ETITEENEL OE TEAX-
TOPEC WE UPYIXE OTOYOREVTIXA XOOTY) UETAPORAS XATAVAAWONG Vo GUU-
HETACYOUY, HECW EVOS UNYAVIOUOU BLOHOLoacUo) TwV XEEBMY, 0 0Tolog
amoteénet Peudelc dnhwoelc va Tov ennpedlouv (truthful) xou emtuyydve
ac¥evy] 1oloyloud tou xegoraiov (weak budget-balancedness). Ilpo-
telvouye Téooepl TOROANXYEC AUTAS TNS TEOCEYYIONS Xot TIC AElONO-
yolue mewpopotixd. Evo peydho mpdfinuo oe autév Tov Topéo elvon 1
xoTavonon e aBefotdTNTIC TV CUUUETEYOVTWY Xou 1) axeiBric TedBAedn
TWV PEANOVTIXWYV EVERYELOY Toug. )¢ ex ToUTOUL, o aUTH TNV epyaocio
uodeTolue 800 TEYVIXES «OTOYAoTIXO) QUATpaplouaTocy, To @iktpo Un-
scented Kalman, xat 10 @iAtpo 16TOYRIUUATOC XU TIC Y PNOHLOTOLOVUE
Y10l VoL TAoXOAOUTICOUUE AMOTEAEOUATIXG TNV 0&LOTLO Tiol TwV BNADCEWY
WY TRUXTOPWY Ot oyéan Ue TI¢ TeEAxég Toug mpddelc. Mo nepautépw ev-
Olapépouca CLVEIGPOREA NG epyaciog pac eivoar o e€omhioude tou UKF
QIATEOL UE Vol LOVTEAO OTOYAOTIXNG TaAVOpoOUNoNnS, Ti¢ I'xaouoaoloveég
dlodixaoiec (Gaussian Processes). Xpnotponotolye auTté T TEYVIXES
GTOV XUPLO UNYOVIOUO oS, O OTOl0C TEOGHEREL UTNEEGIES BLayElploNg TNG
{Atnone tou niextewol peduotoc. To anoTeAéouaTa TV TPOCOUOLOCEWY
emPBeLonvouy OTL AUTEC OL TEYVIXES TPOGOIBOUY AT TAEOVEXTAUATA OGOV
apopd Tov Teploplond TNg {RTNomg, oAAd xon auEnuéva yenuaTixd xEpd
Y10 TOV GUVETOUELIOUO.
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If we knew what it was we were doing,
it would not be called research, would it?

— Albert Einstein
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Part I

SMART GRID AND DEMAND SIDE
MANAGEMENT

In this part we introduce the reader to the key ideas re-
lated to this work. The first chapter provides motivation
and introduction. The second chapter provides the back-
ground notions that are relevant to our problem, and re-
views concepts and ideas essential to our novel coopera-
tive multiagent electricity demand shifting scheme.






INTRODUCTION

The scientific study of electricity and electric power production has
led to rapid advancements in the industrial production process and
technology. Ending up to be treated as a commodity, electricity is re-
sponsible for the more convenient everyday life that people of today
enjoy, to the degree that it has become a necessity. As a result, the
electricity grid has become a complex “machine” whose operation
must be reliable and effective. A characteristic of electric power that
is problematic, however, is that its storage is quite difficult and expen-
sive, so it must be consumed at the very time that it is generated [30].
Another important issue about contemporary electricity generation is
that it is mainly produced by the burning of fossil fuels; apart from
the fact that their sources are depleting, their use is harmful to the
environment as their extraction is possible to harm surrounding ar-
eas, and their burning also produces gases, which help exacerbate the
so-called “greenhouse effect”. As a remedy to these concerns, recent
trends propose greener approaches that will help future electricity
production become less polluting and more sustainable, introducing
the hope for a cleaner planet [39, 17, 19]. Governmental acts, in partic-
ular, from all around the world, drive producing sides to shutdown
fossil fuel burning facilities and substitute them with new, “cleaner”
ones. The turn to renewable sources for electric power generation
is desirable, as it leads to lower carbon dioxide emissions. Also, such
sources can be constructed in a non-industrial and decentralized man-
ner, allowing the average household to contribute and benefit from its
participation to the electricity production process [1, 36]. Despite the
positive impacts that come with the use of renewable sources, new
difficulties arise regarding electricity production and demand man-
agement. This is because weather dependent sources are by defini-
tion intermittent and potentially unreliable with respect to the size of
their output. Thus, we need to construct more robust infrastructures
to deal with the aforementioned issues effectively.

The plan for the future power grid, also known as the Smart Grid,
incorporates interconnectivity and communication of both power pro-
ducing and consuming sides, in order to facilitate the management of
generation and consumption of electricity, at times where the use of
renewable electricity sources rises [19]. More specifically, the Smart
Grid aspires to use secure, two-way communication technologies to
exploit valuable information across every stage, from generators and
distribution networks to final consumption. In this way we can achieve
clean production, safety, security, reliability, resilience, efficiency and

The Smart Grid
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sustainability in the electricity grid [17]. In short, the impact of the
applications of Smart Grid technologies can lead to:

¢ Active consumer participation.

* Exploitation of all generation and storage possibilities.

Development of new electricity products, services and markets.
¢ Optimization of the Grid operation.

¢ Anticipation and response to system disturbances.

* Resistance to disasters.

The data recorded by sensors placed at all levels of the Smart
Grid, can be used to effectively balance supply and demand. Pro-
vided with this information, end users, who are potentially repre-
sented by autonomous agents [54], are able to react to signals, like
supply insufficiency indicators for example, and alter their consump-
tion patterns accordingly. To this end, several load control programs
have been proposed, where electricity consumers are encouraged to
abridge their consuming activities, or shift them to off-peak hours
in order to reduce peak-to-average ratio (PAR) [30, 11]. Apart from
industrial and other large-scale consumers, the participation of res-
idential customers in such schemes is also possible, provided that
smart meters or similar electricity management systems are available
[45, 50]. Such schemes may involve a specialized intermediary com-
pany offering demand-response services which manages consumers
who agree, for a cash reward, to step in and contribute to the “trim-
ming down” of the demand curve in the event of an impending crit-
ical period. Also, there exist demand reduction scheme types that
provide reduced electricity consumption rates to consumers for low-
ering their consumption over a prolonged time period, while others
use dynamic, real-time pricing [2, 4, 6].

As in a Smart Grid environment electricity is generated and con-
sumed in a purely distributed fashion, it is more efficient to group
users in larger entities. Thus, recent work in the multiagent systems
community has put forward the notion of Virtual Power Plants (VPPs).
These correspond to coalitions of electricity producers, consumers, or
even prosumers', who cooperate in order to meet market demands,
mimic the reliability characteristics of traditional power plants, and
deal efficiently with the issues that accrue [4, 11]. Generally, a multia-
gent systems approach can be considered more natural for these kind
of paradigms, as it can model various individual participant types
with their alternating preferences and uncertainties, and realistically
simulate a distributed Smart Grid scenario [8, 54].

In this work, we propose a simple and directly applicable power

1 A prosumer is an entity that can both produce and consume energy.



INTRODUCTION

consumption shifting scheme for the Smart Grid. Our scheme moti-
vates self-interested business units, represented by autonomous agents
that potentially form coalitions, to shift power consumption from
peak intervals to others with lower demand, in order to receive lower
electricity price rates for their contribution. In more detail, in our set-
ting the independent system operator (ISO) [23] —for instance, the
national Grid—, gives information for the time intervals that con-
sumption needs to be reduced at, and those that it is best to shift
consumption to. The consumption during these preferred non-peak
intervals is granted a better price. Then, the consumer side weighs
its costs and potential profits, and chooses to participate in a shifting
operation or not. To promote efficiency, we use a strictly proper scoring
rule CRPS, proposed in the mechanism design literature [18], which
incentivizes agents to report their predicted shifting capabilities as
accurately as possible.

Now, to avoid overwhelming computational complexity and its re-
lated costs, it is clearly in the interests of the Grid to interact with
the smallest number of “shifting” business units possible [7]. Thus,
it is conceivable that the Grid would be willing to promise signif-
icantly lower electricity rates for considerable shifting efforts only,
which cannot normally be undertaken by any small consumer alone.
At the same time, individuals might not be capable of sufficient re-
duction due to high shifting costs. As a result, they are motivated to
join forces in a cooperative, and attempt to coordinate their actions in
order to reach the expected reduction levels and make their partici-
pation in the scheme worthwhile. This is similar to group purchasing
in e-marketplaces, where some coalition members can obtain items
that cost more than they are able to pay for alone, but due to group
internal price fluctuations set by corresponding mechanisms, the pur-
chase finally becomes advantageous to all [28, 56]. Inspired by work
in that domain, we devise a reward sharing mechanism which de-
termines variable reduced electricity prices for coalescing agents via
internal money transfers, and incentivizes them to participate in the
consumption shifting scheme.

The proposed scheme aims to shift power consumption to non-
peak intervals and flatten the consumption curve on a day-ahead ba-
sis. Our shifting scheme requires no legislature change and can be
applied directly, including residential, commercial and industrial cus-
tomers. We do not assume or propose the use of oscillating hourly
electricity prices like real-time pricing (RTP) [30] does, but provide
participating consumers with privileges in the form of better elec-
tricity prices, as explained above. Our approach can thus be consid-
ered as a simple and immediately applicable alternative to the use of
real-time pricing. As we detail in Section 2.1, RTP is a highly contro-
versial demand side management mechanism—in terms of perceived
efficiency, but also politically and ethically. In contrast, our scheme
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incentivises truthful and accurate reduction capacity statements by par-
ticipating agents. In this way, it is much less prone to manipulation
than schemes employing simplistic reduced “flat” consumption tar-
iffs. Moreover, the scheme encourages agent cooperation in consumer
cooperatives. We equip such cooperatives with an individually rational,
incentive compatible, and budget-balanced [46] reward-sharing mecha-
nism to be used for awarding members’ reduction efforts. Briefly, the
overall scheme works as follows:

1. The Grid announces peak and non-peak time intervals® with
high and low consumption prices and asks agents to announce
their willingness to shift some of their production from peak to
non-peak intervals, promising them a better consumption price
for doing so.

2. The agents put forward bids to shift specific amounts from peak
to non-peak intervals, along with their costs for doing so, and
their uncertainty (in the form of a probability distribution) re-
garding their ability to honor their bids. If the agents represent
a cooperative, deliberations internal to the cooperative occur, in
order to determine its bids, as we detail later in this thesis.

3. A clearing process takes place, determining the accepted agent
bids.

4. During the next day?, the agreed consumption shifting activities
take place.

In order for agent cooperatives to be functional, efficient, and prof-
itable, they need to take business decisions regarding which members
to include in service-providing coalitions. These decisions naturally
depend on the abilities (e.g., electricity production or consumption re-
duction capacities) of individual agents. These abilities need to be ei-
ther monitored by some central cooperative-managing agent, or need
to be truthfully and accurately communicated to it. However, it is
clear that in the large and dynamically changing scene of the power
Grid, trust between selfish agents is not implied, and must be guar-
anteed. Mechanism design and related approaches —in this case, the
CRPS rule incorporated in our mechanism— attempt to build trust
among agents via providing them with the incentives to truthfully
and accurately report their intended future actions, along with their
corresponding uncertainty regarding those actions [46, 7, 26, 43]. Un-
fortunately, even if participating agents are perfectly truthful regard-
ing their abilities and corresponding uncertainty, their reports and

2 We must note that time intervals can be of any size. In this thesis, we consider
them to be 48 half hour intervals per day, that is tha standard division in the energy
domain [7].

3 Our mechanism can be employed for any future date of our choice.
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estimates can still be highly inaccurate. This can be due to, for ex-
ample, communication problems, malfunctioning equipment, or prej-
udiced beliefs and private assumptions—e.g., a truthful reporting
agent might be overly pessimistic or optimistic.

As a result, monitoring the performance of individuals and cor-
rectly predicting their future contributing potential is of utmost im-
portance to a cooperative or an organization relying on the services
of selfish, distributed, autonomous agents. To this purpose, one could
try to explicitly estimate agent electricity consumption and produc-
tion amounts, by incorporating prediction models that rely on agent

geographical location and weather forecasts, or the processing of macroe-

conomic data [21, 35]. Although such approaches have promising re-
sults, they cannot immediately predict the actual behavior of a spe-
cific agent, which might be motivated by private knowledge or busi-
ness concerns, neither do they account for errors due to equipment
malfunction. In contrast, we propose the application of generic pre-
diction methods, which are nevertheless able to adapt to a specific
agent’s behavior.

To this end, we use stochastic filtering methods [55] to keep track of
the parameters that best describe agent behaviour, and effectively es-
timate actual future agent performance. These techniques are able to
not only fit the dynamics of the processes governing agent perfor-
mance, but can also imbibe the potential errors of electricity metering
or information transmission devices. In particular, we adopt the His-
togram Filter (HF) [49] and the Unscented Kalman filter (UKF) [22] to
predict the future actual actions of agents participating in coopera-
tives offering electricity demand management services.

The UKF method is a non-linear extension of the celebrated Kalman
Filter (KF) recursive state estimation algorithm [49]. The UKF parame-
ters in our work here are, interestingly, obtained via a Gaussian Process
(GP) regression on past observed data. This is in the spirit of recent
approaches that equip UKF with GP prediction models, to achieve
improved estimation performance in other domains [3, 24]. Now, the
UKF technique assumes that final actions are functions of member-
stated uncertainty, and performs accordingly. HF, on the other hand,
ignores agent-stated uncertainty, and takes into account past perfor-
mance observations only.

These two methods are very generic, and have wide areas of appli-
cation. Their employment in the power consumption shifting domain
ensures that member agents can be ranked by the cooperative accord-
ing to their perceived consumption shifting capacities; and thus un-
truthful or inaccurate agent statements regarding their capacity and
corresponding uncertainty will not be able to jeopardize the stability
and effectiveness of the overall mechanism governing the cooperative
business decisions (e.g., which agents to select for consumption shift-

Stochastic Filtering
to Monitor
Trustworthiness

GP-UKF and HF
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ing at a given point in time). This is key for the economic viability of
any such cooperative.

Both methods appear to be able to provide reasonable predictions
regarding the actual performance of individual agents, given the agents’
stated intended actions and related uncertainty. As such, the effi-
ciency of these filtering methods is not restricted in the demand man-
agement and peak-trimming domains, but they can arguably be read-
ily employed to monitor the trustworthiness of electricity producers’
statements regarding their intended actions. In a nutshell, our results
indicate that both filtering techniques examined are strong candidates
for monitoring the trustworthiness of selfish agents in the Smart Grid,
with GP-UKF’s behavior appearing to be more solid. We thus believe
they deserve to be further evaluated in this direction, since they can
bring tangible benefits to business entities operating in this domain.

To the best of our knowledge, this is the first work to propose a
specific protocol and mechanism for achieving large-scale electricity de-
mand shifting without the use of “intermediary third parties” or real-
time pricing. Also, it is the first work to use stochastic filtering and
regression methods for assessing the performance of autonomous,
economically-minded agents participating in Smart Grid cooperatives
or other such entities. In addition, this is the first time that Gaussian
Processes are combined with UKF in this domain, with very promis-
ing results. Our experimental results provide a testimony to the ben-
efits arising from the formation of agent cooperatives in the Smart
Grid.

In more detail, this is the first work that presents a complete scheme
for electricity consumption shifting. Our scheme is directly applicable
and requires no legislature change whatsoever. Now, in order for the
scheme to effectively flatten demand, we promote collective consumer
actions via agent cooperatives. This kind of approach is more natural
to use for the diverse and dynamic Smart Grid environment. More-
over, our scheme possesses certain desirable properties. First of all, it
performs proactive —ahead of time— demand curve flattening. This
results to more stable reduction actions planning. Second, it is truthful,
by employing a proper scoring rule (CRPS) that ranks agents accord-
ing to their forecasting precision, and fines them accordingly. Third,
it is individually rational, as it proposes a lower group price for shifted
load, that makes it profitable for agents to participate. Moreover, we
developed a weakly budget balanced gain transfer scheme, that allows
agents with initially forbidding shifting costs, not to suffer monetary
losses from participation. Finally, stochastic filtering techniques are
used for the first time to monitor agent final shifting actions uncertainty,
and their application can achieve even more effective electricity de-
mand curve flattening. Such methods are able to adapt to specific
agent behavior and can be used to tackle agent inaccuracies, and, as
result, make the cooperative even more stable and viable. Given all
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these, the proposed mechanism can be considered efficient in the face
of the uncertainty, that governs agent statements and final actions in
the scenario of collective electricity consumption shifting.

The rest of this thesis is structured as follows. Chapter 2 presents
some concepts of past related work. In Chapter 3 the consumption
shifting problem is explained. In Chapter 4 we discuss the way con-
sumer cooperatives determine their bids for participating in the shift-
ing process, and the details of the reward sharing mechanism. Chap-
ter 5 shows the two proposed filtering methods to monitor agent un-
certainty. Chapter 6 lists our experimental simulations and results.
Chapter 7 provides conclusions and outlines future work.

Chapters
Organization






BACKGROUND AND RELATED WORK

In this chapter we provide a background for the problem tackled
on this thesis. We discuss demand side management and peak-trimming
schemes proposed in the literature or used in the real world. Next we
present related work on game theory and mechanism design and in-
troduce the reader to important notions from these fields. One field of
study within game theory is the formation of coalitions, or in the case
of the Smart Grid, Virtual Power Plant. Briefly, VPPs are groupings of
distributed energy resources which can collectively be viewed as one
simple power plant. As we will be explaining, in our work we pro-
pose the formation of VPPs of consumers. Given that our work also
incorporates stochastic filtering techniques to monitor consumer un-
certainties in order to guarantee stability and effectiveness, a review
of contemporary systems using such techniques is also presented.

2.1 PEAK TRIMMING AND DEMAND-SIDE MANAGEMENT

Much research has been made regarding demand side management set-
vices [4, 47]. Such approaches allow the end users alter their consump-
tion patterns in response to demand levels i.e. reduce consumption
at times when generation costs are high [2]. This concept is similar
to peak-trimming [27], where a company might call in and ask to re-
duce consumption during peak periods. On such occasions though,
reducing might not be enough, or reduction services might come in
too late. Thus, a more realistic approach is to proactively determine de-
mand management schemes ahead of time, as in schemes we discuss
in this subsection, and the one we propose in our work.

Kota, Chalkiadakis, Robu, Rogers and Jennings [26], were actu-
ally the first to propose a demand side management scheme involv-
ing electricity consumer cooperatives. Specifically, they proposed the
formation of consumer Cooperatives for Demand Side Management
(CDSMs), with the aim of “selling back” to the electricity market the
amount of load that was not consumed due to proactive reduction
measures. In their scheme, consumers represented by agents form
cooperatives with the purpose to participate in the (wholesale) elec-
tricity markets as if they were producers, essentially selling energy nega-
watts in the form of reduction services. Though inspirational, their
approach requires a legislature change in order to be applied in real
life. This is because, agents in their scheme have to essentially sign
strict contracts with the Grid to participate in the market, and cooper-
ative members risk the danger of being significantly “punished” for
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not meeting their obligations through what might appear to a small-
scale, household consumer as a complicated protocol. Thus, real con-
sumers might prove reluctant to join cooperatives and participate in
their scheme. By comparison, the scheme proposed in this thesis is
simpler and easier to apply in practice. In our approach, agents sim-
ply run the danger of being granted less profit for their actions than
originally promised. Importantly, they are also almost in complete
control of that risk, and quite capable of minimizing it, due to the
fact that they are guided a priori (and have agreed) to the time slots
where they can actually shift consumption to.

Several simple reduction schemes that promise reduced flat elec-
tricity rates for lower consumption levels over prolonged periods of
time, such as critical peak pricing programs, and are already in place
in the real world [4]. Unfortunately, most of those schemes can be
easily manipulated in “unethical” ways by individuals. For instance,
they have no means to exclude consumers that simply happened to
be able to not demand electricity over some period; that is, an in-
dividual could go away on holiday for a month, and collect a cash
reward for doing so. Our scheme does not suffer such problems, as
it (a) rewards consumption reduction—and, importantly, promotes
consumption shifting—on essentially an hour-to-hour basis (planned
a day ahead), and (b) rewards these “short-term” services based on
how successfully they were delivered.

Economists have in recent years been advocating the use of “dy-
namic”, real-time pricing (RTP) schemes as a means to avoid market
inefficiencies and the aforementioned shortcomings of existing de-
mand reduction schemes, and trim the unwanted peaks [6]. In the
MIT introduction to the Smart Grid [30], authors define RTP as en-
ergy prices that are set for a specific time period on an advance or
forward basis and which may change according to price changes in
the market. Prices paid for energy consumed during these periods
are typically established and known to consumers a day ahead (“day-
ahead pricing”) or an hour ahead (“hour-ahead pricing”) in advance
of such consumption, allowing them to vary their demand and usage
in response to such prices and manage their energy costs by shifting
usage to a lower cost period, or reducing consumption overall.

However, RTP has been strongly criticized for promoting the com-
plete liberalization of household energy pricing. In addition, due to
increased levels of consumer uncertainty regarding imminent price
fluctuations, it may also require user manual response or the con-
tinuous monitoring of smart meters, leading to difficulties in appli-
cation. Moreover, and perhaps more importantly, recent work shows
that RTP mechanisms do not necessarily lead to peak-to-average ratio
reduction, because large portions of load may be shifted from a typi-
cal peak hour to a typical non-peak hour [32]. In contrast, our scheme
explicitly takes into account the Grid’s perspective on which time in-
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tervals are preferable for shifting consumption to, and imposes the
necessary constraints to avoid—to the extent possible—the event of
new peaks arising. Generally, ahead of time curve flattening is more
desirable than peak trimming, at the last minute.

2.2 GAME THEORY AND MECHANISM DESIGN

Due to the economic nature of the control and optimization prob-
lems faced by rational entities operating in the Smart Grid, game the-
ory [34] approaches are highly appropriate. Such approaches model
such problems as games and study the strategies that each player
should adopt. Cooperative game theory, and the problem of cooperat-
ing agent coalition formation in particular, are very important in the
domain of the Smart Grid. For example, Vitelingum et al. [52], pro-
pose specific strategies for the adaptive management of distributed
micro-storage energy devices. Contreras et al. [57, 9] provide a Bilat-
eral Shapley Value negotiation scheme for forming coalitions of new
collaborators in the power transmission network. In [58], a multia-
gent system modeling of electricity traders in the new “free” electric-
ity market is presented. Authors propose a game theoretic approach
for forming coalitions for multilateral trades between Smart Grid en-
tities.

In another work, that of [20], a distributed load management scheme
with dynamic pricing strategies is proposed. The problem is treated
as a network congestion game where pure Nash equilibrium solu-
tions can be found in a finite number of steps.

In [31], authors try to minimize peak to average ratio, and energy
costs. They present a convex formulation of the problem and propose
a distributed algorithm that produces solutions calculated as best re-
sponse on other users consumption patterns. We chose not to follow a
pure game theoretic approach, because it requires that every “player”
retains a specific and fixed strategy. This cannot be realistically as-
sumed to hold—Ilet alone guaranteed—in any large, open multiagent
environment.

Another field of game theory is mechanism design, that is also some-
times called as reverse game theory. Here, not only the player strate-
gies are studied, but the structure of the game itself. More specifi-
cally, the rules of the game are set in a way, such that the strategies
that players choose to follow, lead to desired outcomes of the game.
One central goal in mechanism design is incentive compatibility [46].
Namely, mechanisms are designed so that agents are incentivized to
truthfully reveal their private preferences or information. In our case,
the desired outcome is to shift peak load to non peak intervals, with-
out suffering monetary loss. To guarantee this outcome, agents must
truthfully interact with the Grid.

13
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The work of Kota, Chalkiadakis, Robu, Rogers and Jennings [26]
mentioned earlier, for instance, comes complete with certain incentive
compatibility guarantees. However, unlike what we do in this thesis,
no guidelines whatsoever as to where to shift consumption to are
provided by that model, and deals agreed there involve reduction
promises only.

Another field of game theory is mechanism design, that is also some-
times called reverse game theory. Here, not only the player strategies
are studied, but the structure of the game itself. More specifically,
the rules of the game are set in a way, such that the strategies that
players choose to follow, lead to desired outcomes of the game. In
other words, the objective is to design protocols of strategic agent in-
teractions with certain desirable properties; and these properties are
often ensured by the mechanism making the promise of certain pay-
ments (e.g., in the form of monetary trasnsfers) to the participants.
One central goal in mechanism design is incentive compatibility [46].
Namely, mechanisms are designed so that agents are incentivized
to truthfully reveal their private preferences or information. In our
case, the desired outcome is to shift peak load to non peak intervals,
without suffering monetary loss. To guarantee this outcome, agents
must truthfully interact with the Grid. Another desirable property
for mechanisms is that of budget-balancedness. Budget balancedness
means that the mechanism awards the participants the same amount
of money it collects from them [46]; Weak budget-balancedness, on the
other hand, means that the mechanism might actually be able to make
a profit (as rewards collected by the participants exceed the amount
of payments made to them). In either case, (weak or strong) budget-
balancedness implies that there is no need for external transfers into
the mechanism. As we detail later, the payment mechanism we de-
signed for our consumers cooperatives is weakly budget-balanced (as
cooperative members pay the cooperative a sum that at least matches
the electriciity bill charged to the cooperative for its energy consump-
tion).

Other work in mechanism design includes [51], where authors pro-
pose the management of the trading of electricity between homes and
micro-grids via a market-based mechanism and trading strategies for
the Smart Grid. Robu et al. in [44] provide two versions on a truth-
ful allocation mechanism for a dynamic population’s hybrid electric
vehicle charging.

Recent work in the energy production side has proposed the use
of Continuously Ranked Probability Score (CRPS) scoring rule for eval-
uating power production or consumption predictions of agents par-
ticipating in cooperatives in the Smart Grid [43]. CRPS provides a
scoring function for evaluating the accuracy of a forecast, given its ac-
tual occurrence. When agent-stated forecasts are off the occurrences,
contributors are “fined” proportionally to their CRPS score. In our ap-
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proach, instead of production, CRPS is used for consumption shifting
effort ranking. While this technique provides the agents with strong
incentives to stay truthful (and, indeed, provides theoretical guaran-
tees for statement truthfulness), it does not guarantee agent statement
accuracy. For this reason, we employ stochastic filtering techniques to
monitor agent trustworthiness, as explained later.

2.3 VIRTUAL POWER PLANTS

A concept related to CDSMs is that of Virtual Power Plants [13, 12].
VPPs are amalgamations of electricity producers and consumers act-
ing as “power plants” attempting to counter the effects of peak-time
consumption before it becomes hazardous for the stability of the
Grid [4]. Initially, the concept of VPP was developed to enhance the
visibility and control of distributed energy resources to system op-
erators and other market actors, by providing an appropriate inter-
face between these system components [37]. But since the Smart Grid
mainly consists of distributed resources and a large number of con-
sumers that perform according to their own beliefs and convenience,
large groupings in VPPs make the analysis and interactions easier.
The collective action of VPP members makes it possible for the VPP
to participate in “critical peak pricing programs”, that is members
might be rewarded with better consumption rates for reducing their
energy demand over some period [4].

In [25], authors propose a decentralized system architecture as a
mean of balancing supply and demand in clusters of distributed en-
ergy resources. Intelligent distributed coordination is achieved by or-
ganizing the DER-agents into a logical tree, assigning them roles and
prescribing strategies to use in their interactions.

The work of [29] proposes the use of multiagent coalition formation
strategies and market based techniques for the creation of VPPs. Their
work though, does not provide mechanism design guarantees, such
as individual rationality or incentive compatibility. These concepts
are addressed and guaranteed in our work.

The beneficial nature of cooperative producer VPPs is clearly demon-
strated by Chalkiadakis et al. in [7], where an extended analysis out-
lines the benefits arising from distributed energy resources coalesc-
ing to profitably sell energy to the Smart Grid. That paper is the first
to explore the game theoretic view of Virtual Power Plant formation.
They provide a mechanism that can be considered as an alternative to
feed-in tariffs and promotes reliability of supply. They model the for-
mation of the virtual power plant as a coalitional game and calculate
payments that lie in the set of the core of this game. These cooper-
ative VPPs lead to better utilization of distributed energy resources
as they take into account every agent that represents them. Similarly,
our work employs a better price, awarded for shifting sizable amounts



16

BACKGROUND AND RELATED WORK

of load, that is agents are better off forming large cooperatives and
shifting “less costly” peak load to other non peak intervals.

The Cooperatives for Demand Side Management proposed in [26], is an-
other form of Virtual Power Plants. Similarly to [26], our approach ad-
vocates the creation of cooperative VPPs at the consumer side to pro-
vide demand management services, and proposes a specific method
to incentivize the shifting —instead of only trimming— of the peak
electricity consumption loads to promote the flattening of the global
electricity demand curve ahead of time.

2.4 ADAPTIVE SYSTEMS AND STOCHASTIC FILTERING TECHNIQUES

Stochastic Filtering Theory uses probability tools to estimate unob-
servable stochastic processes [55]. Such methods are employed in this
work to enhance the accuracy and effectiveness of our mechanism.
This is achieved by monitoring past consumer statements and actions,
and based on these, cooperative “central beliefs” about future actions
are generated, that do not depend on agent statements, as those might
be inaccurate. There exist many approaches on adapting systems and
corresponding attempts to tackle system related uncertainty. A de-
tailed review of the types of uncertainty influencing the operation of
an adaptive system, complete with techniques for uncertainty repre-
sentation, can be found in [15]. In our case, we are concerned about
the uncertainty inherent in electricity shifting statements and actions.

One concrete example of a self-adaptive system is provided by the
“RESIST” framework [10]. RESIST is a situated software system that
monitors various information sources and reconfigures itself proac-
tively. In that work, a Hidden Markov Model (HMM) is trained and
solved. Contextual parameters are also used in order to make the sys-
tem adaptive to environmental changes. HMMSs could be applied to
our setting. However, we chose not to incorporate them, as we are
not trying to estimate each agent’s exact state (although that could be
done in a higher level analysis), but instead, we wish to predict agent
future performance based on past actions. A self-adaptive system that
is closer to our requirements is the FeatUre-oriented Self-adaptatlON
framework [14]. The system operates using interconnected features,
whose importance is constantly monitored and reconfigured accord-
ingly.

Now, stochastic filtering techniques, in particular Kalman filters
and their variants, have been widely used in a variety of domains;
and can of course be incorporated in self-adaptive systems such as
the above. In general, Kalman filters are algorithms that make use
of historically observed series of noisy measurements and generate
more precise estimates about future observations. In particular, they
estimate the internal states of linear dynamic systems. In cases where
the dynamic system is non-linear, extensions of the Kalman filter, like
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the Extended Kalman filter can be used. The Extended Kalman filter
linearizes the non-linear function around the current estimate, using
multivariate Taylor series expansions. In what follows, we mention
only a couple of examples that are most relevant to our work.

In [16], authors use an Extended Kalman Filter whose parameters
are given by a Particle Swarm Optimization algorithm, to compute
the synaptic weights of a neural network. This neural network is then
used to predict wind turbine production; however, EKF is prone to
errors due to inaccurate approximations. The approach in [24], on
the other hand, employs Gaussian Process [42] regression for learning
motion and observation models by some training measurements. Re-
sulting GP parameter values are fed in to an Unscented Kalman Filter,
in order to perform tracking of an autonomous micro-blimp. The ap-
proach successfully tackles precision problems that appear from the
combination of noisy observations and uncertainty in the model. GPs
have also been used recently by [5] to forecast electricity demand,
and the predictions are tested in the electricity market simulation of
PowerTAC. In our proposed scheme, we devise a similar combina-
tion of a GP model with a UKF filter, and employ it as one of our two
proposed filtering techniques.

In our work, we enhance our generic framework for demand shift-
ing, via the adoption of two distinct filtering techniques, for predict-
ing the power consumption shifting efforts of participating agents.
This can be viewed as a type of system adaptation. When an agent
shifts some load, its actions are monitored and a corresponding model
is induced. Then, instead of simply taking individual forecasts into
account, the learned model is used to better predict agent and co-
operative action quality, and improve monetary benefits and general
performance.

2.5 DISCUSSION

Admittedly, the penetration of Smart Grid technology to the electric-
ity network has already begun. Provided that the designs and archi-
tectures about to be adopted keep up with the philosophies of “clean
energy” and “sustainability”, the expectation of a “greener” future
can be considered realistic. Of course, in order to make this possi-
ble, one must persuade end-users to actively participate in the effort.
Thus, the mechanisms and infrastructures used must be transparent,
reliable and fair, and also preserve user privacy®.

To this end, in this thesis we explore a cooperative approach uti-
lizing multiagent systems technologies. As we detail in the upcoming
Chapters, we incorporate related work notions, such as cooperatives

Actually, there are already disputes between corporations running large renewable
sources power plants and occupants of the exploited areas about the actual side
effects that industrialized plants create [33].

17



18

BACKGROUND AND RELATED WORK

of electricity consumers and strictly proper scoring rules to make pos-
sible to shift peak load demand to non-peak time intervals taking into
account personal preferences. In addition, the adoption of stochastic
filtering techniques that monitor past agent performance and can esti-
mate actual agent uncertainty regarding demand shifting operations,
further guarantee the stability and the effective performance of the
proposed scheme, assuming that agents uncertainty follows specific
underlying models that are inferred by past observations. We now
proceed to present our approach in detail.



Part II

THE PROPOSED MECHANISM

This part presents the overall proposed mechanism. First,
we provide the pricing and specific consumption shifting
constraints that must hold in order for the problem to be
feasible. Also, the “bidding process” is explained with re-
spect to single business units. Since it is hard for single
units to be effective in their efforts, the formation of coop-
eratives of consumers are proposed in Chapter 4. This is
more realistic, and constitutes a basic feature of our work.
In addition, a gain balancing algorithm that sets variable
effective prices to each member of the cooperative, as well
as different shifting coalition formation methods are pro-
vided. In the final chapter of this part, we discuss the un-
certainties that govern agent statements and actual final
actions further, and propose two stochastic filtering tech-
niques to monitor individual agent performance and pre-
dict such uncertainties. It is the first time that these tech-
niques are applied in this domain.






A DEMAND-SIDE MANAGEMENT SCHEME FOR
EFFECTIVE ELECTRICITY CONSUMPTION
SHIFTING

Power supply must continuously meet demand that varies between
time intervals. To meet this need and in order to provide incentives
for consumption at times where production and power supply are
cheap, the electricity pricing scheme used in many countries consists
of two different pricing rates, one for day-time and one for night-time
consumption. Such prices are often set by individual utility compa-
nies, or, in many cases, by a nationwide independent system opera-
tor (ISO), managing the electricity grid. We hereby term such an au-
thority as “the Grid” for convenience. In our model, we also assume
that there exist exactly two different price levels ppign > Ppiow- These,
however characterize each specific time interval t, based on a demand
threshold T under which electricity generation costs are lower :

(1)

pt = Phigh, if Demand* > t
Plows if Demandt <T

The intervals during which p' = Phign are considered to be peak-
intervals, at which consumption needs to be reduced. We note peak
intervals as t, € Ty and non-peak ones as t; € Ty.

Now, given the daily consumption pattern known to the Grid, it
would ideally like consumption to drop under a safety limit that is
placed below 1. Dropping below the safety limit would ensure that
some low cost generated load available in case of high uncertainty or
an emergency, and minimize the risk that high-cost generators would
have to be turned on. That is, the Grid would ideally want to reduce
consumption by Q;‘I{‘ax > q?‘, where:

1. Qﬁ{‘ax is the load normally consumed over the safety limit at t
(that is the maximum load eligible for shifting), and

2. g+ is the minimum amount of load whose potential removal
can, under the Grid’s estimations, allow for a better electricity
price' to be offered to contributing reducers.

Intuitively, q" is a sizable load quantity that makes it cost-effective
for the Grid to grant a very low electricity rate, in anticipation of
reaching a demand level that is close to the safety limit. We denote

The specific nature of the authority maintaining or setting the prices is not relevant
to our mechanism.

21

Grid Side



22

A DSM SCHEME FOR EFFECTIVE ELECTRICITY CONSUMPTION SHIFTING

the load reduced by some agent i at a ty, as 1", and that shifted to
each t; € Ty as q;“.

3.1 CONSTRAINTS

For a safe demand reduction to take place, the following constraints
must hold: First,

> it =gl ()
i

that is, the amount of load reduced must be higher than the minimum
needed at ty,. Second,

PECHED IR A 3)
t th

meaning that every reducer shifts to a subset of non-peak intervals
an aggregate load amount of at most the load reduced (over the ty
intervals he participates in). Moreover,

Z Z qfl < ;Erlfax/ \V/th € TH (4)

i

has to hold, meaning that the sum of all reducing agents shifted load
to all non-peak intervals must be at most equal to Qi assuming
that the Grid has no interest in further reducing consumption, once
it has dropped under 7; and finally

Z q;' < qi, Ve T (5)
1

namely, the total shifted load at each t; must not exceed the q:l‘ quan-
tity which is actually available under the safety limit, in order to avoid
the creation of a new “peak” at t;. The objective is to keep demand
close to the safety limit in as many intervals as possible.

As an example, consider the situation in Fig. 1, where a peak in-
duced by some load needs to be trimmed (red shaded). Consumers
shift that load as an aggregate consumption to earlier or later inter-
vals (green shaded), where demand is below the safety limit. Note
that to avoid the creation of a new peak during those intervals, the ad-
dition of shifted load must not make demand exceed the safety limit.
The threshold placement denotes the production levels for cheaper
production, thus a lower price is charged for consumption.

3.2 A BETTER, “GROUP” PRICE, FOR CONSUMPTION SHIFTING

Our scheme allows sizable load consumption from peak to non-peak
intervals where an even lower, “group” price Pgroup < Piow iS granted,
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Consumption

lh
Time

Figure 1: Scheme objective representation. Portions of peak-load, are shifted
to lower demand intervals.

and which is a function of the actual load reduction X in a way that
for larger load portions, the price becomes better. We term this price
as pgroup because such reduction will likely be possible only by groups
of agents. This price is awarded if the actual quantity of the load shifted
from ty, exceeds some minimum value q." , set by the Grid given its
knowledge of qi" (e.g., it could be q;’ﬁn = g+"). Summarizing, Pgroup
is a function of the actual load reduction X in a way that for larger
load portions, the price becomes better. Thus, pgup is later noted as

Pgroup(X). We will come back to this issue in Chapter 4.

3.3 AN EFFICIENT CONSUMPTION SHIFTING SCHEME

An agent i that wishes to participate in the consumption shifting
scheme, is characterized by:

(a) Its stated reduction capacity #{, namely the amount of load that
it is willing to curtail (e.g., by shifting) at a time interval t,

(b) Its shifting costs cih_m, that is the cost that occurs if consumption
of a unit of energy is shifted from (a peak interval) ty to (a non-
peak) ti.

Given the above, the exact shifting protocol we propose is as follows.

Every day, the Grid announces the forecasted for the day-ahead
peak intervals Ty and the most preferable non-peak intervals Ty ; and
also announces the (quantity-depended) price rates it awards for con-
sumption in the Tp intervals. It then waits for shifting proposals by
business units. Each business unit (consisting of a single consumer or

23
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more), can interact with the Grid and state its overall load reduction
capability during announced Ty intervals, and a number of intervals
t; € Ty, to which it is willing to shift consumption to. This procedure
is called bidding and, once again it refers to shifting actions pledged
for the day-ahead. Note that for each t € {Tyy U Ty} there can be more
than one bidders. Furthermore, bidders can pledge to shift some load
from one high consumption ty, interval to several low consumption t;
ones. Moreover, the protocol requires that each bidder reports its con-
fidence (or, degree of uncertainty) regarding its ability to shift #}{ from
interval t, in the form of a normal distribution describing its expected
relative error regarding its reduction forecast. The latter is required to
promote efficiency, as we explain below. Algorithm 1 summarizes the
bidding process.

Algorithm 1 Bidding Process

Grid generates sets Ty and T
Grid announces pgroup(X) for a reduction of load quantity X in any
te Ty
Business units state:
{sets of t}, € Ty and t; € T, intervals of interest;
shifting (load reduction) capabilities;
corresponding shifting uncertainty for each ty,;
and the amount of load they will be moving to each t;}
Grid checks for constraint violations
if Constraints are met then
The Grid announces the acceptance of the bid to the bidder
Business units reduce and shift
Grid awards resulting actions, given their efficiency after the
application of the CRPS rule, and announced pgoup(X)
else
Deny Bid
end if

3.4 CONTINUOUSLY RANKED PROBABILITY SCORE

Now, to promote efficiency in load shifting and (in the face of the
global constraints described in our model) avoid Grid interaction
with unreliable participants, the agents need to be motivated to pre-
cisely report their true reduction capabilities. To achieve this, we em-
ploy a strictly proper scoring rule, the continuous ranked probability score
(CRPS) [18], which has also been recently used in [43] to incentivize
renewable energy-dependent electricity producers to accurately state
their estimated output when participating in a cooperative. A scoring
rule S(P,x) is a real valued function that assesses the accuracy of prob-
abilistic forecasts, where P is the reported prediction in the form of a
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probability distribution over the occurrence of a future event, and x
the actual occurrence itself. The rule is strictly proper if it incentivises
forecasters to state their true beliefs P only, and it does so by maxi-
mizing expected reward only when P = P. Use of CRPS allows us to
directly evaluate probabilistic forecasts, and the score is given by:

1 X—H) X—p X—H
CRPS(N( o) x) = ol ~20 (T2 ) - X2F (20 (*5F) 1))
©

In our setting, N(p, 02) is the uncertainty stated over the expected rela-
tive errors® regarding the reduction capacity, as reported by an agent;
while x is the actually observed error, ¢ the PDF and @ the CDF of a
standard Gaussian variable. A CRPS value of zero signifies a precise
forecast, while a positive value shows the distance between predic-
tion and occurrence. For convenience, we normalize CRPS values to
[0, 1], with O assigned when we have exact forecast, and 1 assigned
when the forecast gets far from the occurrence. To improve readabil-
ity, we also henceforth note CRPS(N(y, 02),x) as CRPS without the
arguments and write CRPS; to denote the CRPS rule applied to agent
i’s performance, while the stated agent uncertainty is considered to
be zero mean, N(0, 62), so from now on will be simply noted as &.
Given this notation, an agent i whose bid to shift some load from ty
to t1 is accepted, receives a reduced electricity bill B; given its actual
contribution r;‘h and its final consumption at t, qitl as follows:

Bi = (1+ CRPS;)q; "Pgroup(1i™) 7)

Note that rfh is the actual amount shifted from ty, to t;, which deter-
mines the electricity price pgroup for i at ti; while q;” is the quantity
shifted from ty, to t; and consumed there. Note that it can be q J{‘ < r?‘

since an agent can shift ;" to multiple ts.

3.5 AGENT INCENTIVES AND DECISION ANALYSIS

The participation of each agent in the scheme obviously depends on
his individual costs and potential gains. Suppose that an agent i pon-
ders the possibility of altering his baseload consumption pattern by
shifting some electricity consumption r; from an interval ty, to t;. This
shifting is associated with a cost c;" " for the agent. The gain that
an agent would have for shifting r; to t; given t{’s lower price pjy,
would be equal to

gain(ilppw) =T (phigh — Plow — Czh_nl) (8)

The mean p and variance o2 of this distribution can be estimated by each agent
through private knowledge of its consumption requirements and business needs.
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since the agent would be able to consume r; at t; for a lower rate.
However, under normal circumstances this gain is negative for the
agent, that is,

Plow + €™ > Phign )

because if not, then the agent would have already been able to make
that shift (and its baseload pattern would have been different than its
current one).

Now, if the Grid is able to grant an even lower rate pgroyp for con-
sumption of Ti > qmin at ty s.t.

th—t
Pgroup + € LGEES Phigh (10)

then the agent will be incentivized to perform the shift, as his per-
ceived gain(ilpgrouy) would now be non-negative for him. This is
what is offered by the scheme presented in Section 3.3. Moreover,
the use of the CRPS rule guarantees that agents have an incentive to
make accurate predictions.

3.6 SCHEME SUMMARY

Summarizing, the Grid announces, for the day ahead, the peak inter-
vals ty that need consumption reduction by an amount of load X, and
the non-peak intervals t; to which shifting is acceptable. The Grid de-
termines and announces a better price rate pguy(X) to offer for the
consumption of load X at (any) t; instead of ty. This price is awarded
if the quantity of the load shifted from t;, exceeds some minimum value
q.h, which is estimated and set by the Grid given its knowledge of
the q¢* introduced earlier. In general, we expect q."  to be close to
q:?‘, as the Grid would not be interested in rewarding very small-scale
reduction. For simplicity, in our model we assume a unique qmin value
used across all time intervals. Consumers then make their bid collec-
tively or alone, and state their reduction capacity #{", corresponding
uncertainty, and the intervals that they are willing to shift to, along
with the shifting costs ¢;" 7" .

We now proceed to explain what happens when such an agent is
actually a member of a reducing agents team.
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Chapter 3 presented a shifting protocol which incentivises agents to
shift some of their consumption from peak intervals to other non-
peak ones, and also to be truthful at stating their shifting capabilities.
In the general case, it is very rare even for large industrial consumers
to have reduction capacity larger or equal to qmin. Therefore, the
agents need to organize into cooperatives in order to coordinate their
actions and achieve the better rates promised by the Grid for effec-
tive consumption shifting. At every given time interval t}, earmarked
for potential consumption reduction, only a subset C'* of cooper-
ative members might be available for shifting services. We assume
that every member agent announces its availability to a cooperative
manager agent, along with its reduction capabilities, its confidence
N(wi, 6%) on actually reducing that stated amount at t},, and the set
of t; intervals that it pledges to move consumption to.

Even so, more often than not, it is impossible for all agents in C**
to participate in the cooperative effort. This is because their shifting
costs of some of them might be so high that do not allow their inclu-
sion in any profitable cooperative bid. Therefore, only a subset C of
C* will be selected for participation in the bid. Any such shifting bid
is composed by four parts:

i. ty, the high cost interval to reduce consumption from.
ii. fc, the amount C pledges to reduce at ty.

iii. The set of low cost intervals t; to move consumption to, along
with the set of corresponding quantities that will be moved to
each t; and the shifting costs for those intervals.

iv. An estimate of its N(uc, 62C’th) joint relative error on predicted
TC.

The bid is determined so that the collective expected gain from the
shifting operation is non-negative. We provide the details of how this
is ensured below. Assuming that C was selected and reduced by ¢
at a peak interval ty, the bill B¢ charged to the cooperative for con-
suming th‘ at a non-peak interval t; is given by Eq. 7 (substituting C
for i):

Bc = (1+ CRPSC)qE pgroup (1) (11)

Now, even if the collective expected gain from the bid is positive, it
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is not certain that all individuals in C have a positive expected gain as
well. Nevertheless, with positive collective expected gain, the possibil-
ity of internal gain transfers is raised, allowing non-negative (expected)
gain for all participants. These transfers have to be performed in such
a way so that the budget-balancedness of any cooperative bid is en-
sured, at least in the weak sense. We now describe exactly how the
cooperative determines its bid at ty,.

4.1 COOPERATIVE BIDDING PROCESS

Since the Grid-awarded group rate depends on quantity reduced, we
(originally) assume that the cooperative attempts to select a subset
C with maximal reduction capacity (we modify this assumption in
subsequent algorithm variants). We now present an algorithm that
achieves this, while ensuring that C and each one of its members
has a non-negative gain, and that budget-balancedness is ensured. In
what follows, we drop time indices where these are clearly implied.
To begin, let:

Pi = (Phign — ;") (12)

be agent i’s (implicitly stated) reservation price, that is, the highest
price that i is willing to pay for moving from ty to t; (in order to not
suffer a loss). The algorithm then proceeds as follows.

First, for every i, we check whether p; < 0. If that holds for all 1,
we stop; the problem is infeasible (as all agents need to be paid with
a rate equal at least P; in order to participate). If that is not the case,
then there exist some agents in C*t for which there is a price they can
accept to pay so as to move some of their consumption to t; without
suffering a loss.

In this stage, an estimate regarding actual user final reduction, ¥,
needs to be calculated. Details about the different estimating tech-
niques of ¥; are provided in Section 5.1. As a general approach, the
algorithm can set:

i =Ty — 064l (13)
for all agents in Ctn, that is, the cooperative makes a conservative esti-
mate of an agent’s expected performance, given its stated uncertainty.
Generally, the & = 1 — 6 estimate about future reduction in the gen-
eral case is different than the actual « = 1 — o of the actual final
reduction action. This factor can be considered as a random variable
that follows an unknown distribution, thus modeling the uncertainty
regarding the statements and final actions. We elaborate on two meth-
ods that can help us obtain a more trusted index about « later, in
Chapter 5.

Now, we can define the agent contribution potential, that is the prod-
uct of agents actual reduction estimate ¥; and reservation price pi,
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¥ipi. The algorithm then ranks the agents by ¥;p; in decreasing order.
Then, starting from the agent with the highest contribution potential
value, we sum these values up in decreasing order, and add the re-
spective agents in a group C. Intuitively, the algorithm attempts to add
in the coalition members with high “potential” to contribute to reduction—
that is, members with potentially high ¥; to contribute, while being
able to accept a relatively high (though reduced) energy price p;. This
process continues until both of the following conditions are met for
the maximum possible group of agents C:

Z Fipi = Tepce (4.1.1)
ieC
¥C 2 qmin (4.1.ii)

where qmin is the minimum quantity admitting a “group price”, and

Pc = pgroup(f‘C)

is the price rate offered by the Grid for reduction ¢, with ¥c =
2icc T

To provide further intuition, note that the expected gain of every
agent in some group C given pc is

gain(jlpc) =¥ (P; —pc) (14)

If we were simply given a C for which this gain was positive for ev-
ery member, then each agent would have been able to just pay pc
and enjoy the corresponding gain. However, the reducing set C and
individual effective price of its members have to be dynamically de-
termined by the cooperative, so that individual rationality is ensured.

Now, if all agents in C't are inserted in C and F¢ is still lower than
(min, the problem is infeasible and we stop. Likewise, if all agents are
in C and

Z T‘iﬁi — f"CpC <0 (15)
ieC

holds, the problem is again infeasible and we have to stop.

Assume that this has not happened, and both conditions have been
met for maximal C*. This means that there is at least one agent j in C
with positive expected gain, given pc. That is,

gain(jlpc) = ¥ (Phigh — ¢j —Pc) = FPj — Fjpc >0 (16)

That is, after a subset C has met ¥¢ > qumin, we kept adding agents to C until by
adding some k we constructed a C’ for which }_;c ¢/ Fipi —F¢pe < 0, in which case
k is removed from C’.
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if not, then no agent has a positive gain, and thus

Z ?if)i — T‘ipc < 0 (17)
ieC

leading to
D Tipi < Fepe (18)
ieC

contradicting condition (4.1.i) above. Having met the two conditions
for (maximal) C, also means that agents in C are collectively willing to
pay a total amount for moving their r; consumptions to t;, which is
greater than what their group will be asked to pay for, given the offer
pc for Tc.

Thus we have ended up with the maximal C so that (4.1.i) and (4.1.ii)
hold, and which contains some agents with positive and some with
negative gain given pc, and which we can now use to implement a
gain transfer scheme so that all individual agents in C end up with
non-negative gain themselves.

4.2 SETTING VARTIABLE EFFECTIVE PRICES

At this point the cooperative pre-assigns different effective price rates
pif to each contributor, producing bills that must sum up at least to
Bc, i.e., the bill charged to the shifting team C. This is done with the
understanding that a member’s final effective price will eventually be
weighted according to its individual contribution, given also that C
will receive an actual price rate that will be dependent on its CRPS
score.

Thus, the cooperative initially sets piﬁr =pc, Vi € C, given the price
pc expected, and proceeds to rank in decreasing order agents in C
according to their expected gain, that is:

gain(ilp? =pc) =7 (pi—pc) (19)

If all agents already have non-negative gain, then everyone pays pc
and expects to achieve gain(ilpc) without need of balancing. If neg-
ativities exist, then we must rearrange piﬁc such that agents with the
highest gain provide some of their surplus to those with negative,
to make their participation individually rational. The first step is to

count the total negative gain existing and assign negative gain agents
off

a reduced p;

crease piﬁ( of the top agent until its gain drops to the point that it is

equal to the g; gain of the j = i+ 1 agent below (as long as g; > 0).

so that their gain becomes exactly zero. Then, we in-

The value of p?ﬁ( is calculated by:

piﬁ‘:m

= (20)
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with gj being the target gain, i.e. the gain of the agent below.

Then we do the same for the second top agent, until its gain reaches
that of the third. We continue this way until all requested gain is trans-
ferred, or one’s gain reaches zero. If the latter happens, we move to
the top again and repeat. The procedure is described by Algorithm 2.

Algorithm 2 Variable Effective Prices
Input: peroup(rc), Fi,ciVagent; € C

Output: p:ilﬁ(V(lgent'l cC
Compute reservation prices p; and gain g; = gaini, Vi€ C
Sort agents by gain in decreasing order
if Negative expected gain agents exist (i.e., the set G~ is non empty) then
Count total negative gain L = }_g;,Vj € G~
Assign agents Vj € G, p;ﬁ =P
donation :=0
while donation < L do
for all Positive gain agents do
if donation < L then
if agent; is the last positive gain agent in sorted gain list then
if donation + gain; < L then
donation = donation + gainy
pf = ps
else
donation =L
Assign ‘piﬁ s.t. only the remaining gain needed is transfered
end if
else
if donation + (gain; — gaini; 1) < L then
donation = donation + (gain; — gaini;1)
Assign piﬁ( s.t. the amount of i’s gain is equal to that of i+ 1’s
else
donation =L
Assign piﬁ s.t. only the remaining gain needed is transfered

end if
end if
else
Assign Piﬁr = pgroup(TC)
end if
end for
end while
else
Assign piﬁ = Ppgroup(rc), Vi€ C
end if

return piff,Vi eC

The piﬂ prices thus determined represent internally pre-agreed prices
set ahead of the actual shifting operations. The actual bill b; that an
agent i € C will be called to pay, however, is determined after the
actual shifting operations have taken place, and depends on its actual
performance wrt. the performance of other agents also, as follows:

(1+ CRPS)pY g
(X jecy(1+ CRPS;IpP g5) + 97 g

b = Bce (21)
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Strict propriety is ensured by this rule, as it is an affine transforma-
tion of a member’s CRPS; score; and the sum of the b; bills is always
at least as much as the overall bill B¢ charged to C, making the mech-
anism weakly budget balanced, and generating some small cooperative
surplus.

4.3 ALTERNATIVE COALITION FORMATION TECHNIQUES

The scheme presented aims to achieve the lowest possible group price,
through the addition of as many agents as possible into the reducing
set of agents in any given ty, as long as budget balancedness and
individual rationality are respected. Budget balancedness means that
all the requested utility is provided by the participating agents them-
selves. Individual rationality dictates that every single agent suffers
no loss from participation in the cooperative shifting process. Now,
though this goal is clearly efficient for the Grid (since it apparently
promotes the maximum possible reduction at any ty), it is not nec-
essarily efficient for the reducing coalition at ty. That is, it does not
necessarily maximize the sum of the members expected gains: since
agents with potentially high costs keep being added until it is possi-
ble for the coalition to sustain them through “gain transfers”, there
might exist different reducer sets with higher overall gain.

The bid determination mechanism proposed in Section 4.1 above
can thus be summarized as Method 1: Rank agents by potential and max-
imize expected capacity. We now proceed to provide a more detailed
example of its use and then present four variants of that approach.
We note that all variants include the “internal” reward transfer phase
described in Section 4.2.

4.3.1  Method 1: Rank by potential, maximize capacity

Consider an agent i characterized by his shifting capabilities at ty,, #i"
and 63, and his reservation price at t, ﬁ?. These include information
for shifting costs.> Then, a measure of each agents contribution poten-
tial is the product of the estimated reduction capacity and reservation
price: ;" - pi' We can rank all available agents at ty, by this measure,
in decreasing order.

A shifting coalition is valid if its overall capacity, noted by ¢ is
between certain limits that the Grid designates for each day or even
interval, that is qff{m <fFe < Q;ﬁ’{ax. In this method we maximize the
coalition capacity and we add agents in the coalition until Q;ﬂ'{‘ax is
exceeded provided that the problem is feasible.

Recall that ﬁ;” = ptr — costzh_”[, where p'h is the price originally charged by

the utility company at the interval t;,. Agents with low costs are comfortable by
paying higher prices (still lower than p'"), whereas high cost agents demand very
low reservation prices.
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To give an example, consider 8 agents that are available for con-  Example 1
sumption shifting at a specific time interval, with their features as
shown in Table 1.

Table 1: Example 1 participants.

ID | 7 Pi | Ti-Pi
a | 50 | 0.03 1.5
b | 200 | 0.04 8
c | 30 | 0038 | 1.14
d | 55 | 0o5 | 275
e 6 | 0.067 | 0.402
f | 75 | 0032 | 24
g | 60 | 0.001 | 0.06
h 4 -1.5 -6

Suppose that in the specific interval, qmin = 380 and Qmax = 480.
We sort agents by their #; - p; value and we add them into the coalition
until qmin is reached. Then, we continue adding until either Q o« is
exceeded, or until }_¥; - Pi > Fc - Pgroup (Fc) does not hold.

Table 2: Example 1 coalition formation.

ID | 7 Pi | Fiopi | 2_Ti-Pi pc Tc | fc-pglfc)
b | 200 | 0.04 8 8 inf 200 -

d | 55 | 005 | 2.75 10.75 inf 255 -

f | 75 | 0032 | 24 13.15 inf 330 -

a | 50 | 0.03 1.5 14.65 0.05625 | 380 21.375

c | 30 | 0038 | 1.14 15.79 | 0.045795 | 410 | 18.77595
e 6 | 0.067 | 0.402 | 16.192 | 0.043704 | 416 | 18.180864
g | 60 | 0.001 | 0.06 16.252 | 0.022794 | 476 | 10.849944
h 4 -1.5 —6 10.252 0.0214 | 480 10.272

The process of forming the reducing coalition is summarized in
Table 2. Here we can see that until the gmin amount is reached, a
better price can not be awarded, thus corresponding values are set
to inf. Now, note that although adding agent a makes ¥¢ = qmin,
the constraint } ¥; - Ppi > Tc - pgroup (Fc) is not satisfied and thus, we
continue adding agents until agent g is included and the constraint is
satisfied. Since we seek to maximize capacity, we try to include agent
h also, in order to achieve fc = Qmax. Because agent h probably
has high shifting costs, it requires to be paid by the cooperative, in
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order to contribute without suffering a loss. On the other hand, the
cooperative is in position to only pay up to the difference ) 7;-pi —
Tc - Pgroup (Fc) and suffer no loss, but this quantity is less than agent
h asks, and thus }_ ;- Pi < Fc - Pgroup (fc); namely the constraint is
violated and so, agent h is excluded from the team.

4.3.2  Method 2: Rank by potential, minimize capacity

This method is the same as the aforementioned one, with the differ-
ence that we stop adding agents in C the moment when the qmin
requirement is met. That is, it forms reducing teams, such that ¥c ~
Qmin, and thus, the team is rewarded the highest pg,o,p possible.

4.3.3 Method 3: Rank by potential, maximize capacity, exclude agents with
negative expected gain

This method is the same as Method 1 (4.3.1), but once qmin is met, an
agent in the ranked list is added in the coalition only if its expected
gain is non-negative with respect to pgroup at the moment of its entry.
More specifically, we retain contribution potential ranking and come
up to the maximal coalition, with respect to reduction capacity, as in
Method 1. The difference is that agents are added in the coalition only
if they are granted non negative expected gain. When an agent enters
the coalition, it’s expected gain is checked with respect to the better
price granted to the coalition at that particular moment. If the gain
is negative then the agent is excluded and the search for contributors
continues in the ranked list to the agent below. Here we must note
that it is possible for an agent that could be favored by the final price
Pgroup(Fc) to be excluded from the coalition, because his contribu-
tion potential was checked earlier in the process, when ¥c < Qmax
and for pgroup(Fc) > Pgroup(Qmax) he would have suffered gain
loss and consequently was rejected.

Consider an example where agent i is characterized by ¥#; = 500,
Pi = 0.04 and #; - p; = 20 and an agent i + 1 with #;7 = 50, pi+1 =
0.38 and %11 - Pi+1 = 19. Suppose that, without loss of generality,
gmin is just reached by adding agent i — 1 in the coalition and we
proceed to check i. The expected gain of i is: gain(ilpgroup(fc)) =
Fi(Pi — Pgroup(qmin)) = 500(0.04 — 0.5625) = —8.125 that is nega-
tive and therefore agent i is excluded from the coalition. If we pro-
ceed to i+ 1, by following the same process we observe that gain(i+
Tlpgroup (Fc)) = 16.1875, positive, thus agent i+ 1 is selected. Later
on, when Qmqx is reached, the better price offered is much lower,
Pgroup(dmax) = 0.0214. If we check agent i’s expected gain at this
moment we observe that gain(ilpgroup(¥c)) = 9.3 that is positive.
Furthermore, i ends up being more valuable contributor than i+ 1,
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as Ti - p'f =10.7 and 41 - p&f = 1.07. Thus, this method does not
select agents based on their real contribution impact.

4.3.4 Method 4: Rank by expected gain, maximize capacity

This method ranks prospective contributors by their expected gain
wrt. Pgroup Offered at the moment they are checked for entering C.
However, whenever an agent enters C, pgroup changes, and so does
the expected gain of every C member. Thus, it has to be recalculated
with every new entry, which increases the complexity. In this method
instead of ranking probable contributors by their ¥; - p; we rank them
by their expected gain with respect to the better price offered at the
moment they are checked for entering the coalition.

The issue that rises is that for every new agent entering the coali-
tion, the price offered changes, the expected gain for every agent
changes too and thus it has to be recalculated with every new entry. If
there are n possible contributors and k of them are included to form
the minimal coalition with ¥¢ = qmin, then the added complexity is

Z{‘;{% = w more calculations, order of O((n —k)?).

4.3.5 Method 5: Rank by potential, maximize growth rate of expected gain.

Provided again ranking by ; - pi, an additional concept is to monitor
the average growth rate of coalescing agents” gain and stop adding when
it drops under a certain level. This method is not included in our
simulations, for reasons we will be explaining later, in Section 6.2.

4.4 ALGORITHM PROPERTIES

The reward transfer scheme and the overall cooperative bid determi-
nation algorithm presented above have several desirable properties.
It is worth noting that these properties hold for all team formation
methods presented in 4.3. First, Individual rationality is ascertained for

all agents in C, as they all have non-negative expected gain from par-

ticipation. In addition, the member final effective prices piff are set in

such way so that overall group value is shared among agents (with
some paying more than group price pc and some less), resulting to
Bec =2 ; pfﬁ qi (qi being the members” actual contribution and pfﬁ
the final effective price i has to pay, after applying CRPS and normal-
izing). Considering the total cooperative consumption at non-peak
intervals qc, that will be,

1+ CRPS; )p¥
Pt = P (1+CRPS)qepe (22
(ZjeC\{i}“ +CRPSj)P]’ q;) +P; qi
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This means that the (weak) budget-balancedness of the mechanism is
ensured.

Moreover, the transfer scheme presented is truthful. Of course, since
the agents operate in a large, open environment, one cannot deter-
mine an incentive compatible mechanism in the Bayes-Nash sense,
since analysing Bayes-Nash equilibria properties is computationally
infeasible in this setting. Indeed, it is next to impossible for a mem-
ber agent to reason on the capabilities or availability of other agents,
of which he is unaware of, and no common prior determining such
properties can be reasonably assumed. Given this uncertainty, how-
ever, the best that an agent can do is to be truthful regarding its shift-
ing costs and capacity (and corresponding confidence in reduction).
If the agent states inflated shifting costs, it runs the danger of not be-
ing selected for C while otherwise it would be. Similarly, if the agent
states shifting costs lower than its real ones, then the agent risks be-
ing among the ones to suffer the highest reduction in expected gain.
This is because the lower these costs are, the higher effective price the
agent will be asked to pay via the transfer scheme described above.
Finally, it is clearly to the interest of the agent to be as accurate as pos-
sible regarding its shifting capacity and corresponding uncertainty,
since otherwise it will suffer a gain loss due to a bad CRPS score.
Thus, the transfer scheme and overall algorithm are incentive com-
patible for members, given the dynamic and open nature of this large
multiagent environment.

Last but not least, the computational cost of the bid determination
process (including the process of setting effective prices) is quite rea-
sonable. Specifically, it is proportional to the cost of sorting at most
|IC'n| agents in every ty of interest twice (once when they are ranked
according to #;p;, and once when they are ranked according to per-
ceived gain). Of course, if the number of members interested in reduc-
ing at some ty, is in the dozens of thousands, this can become prob-
lematic. However, the cooperative (a) does have time in its disposal to
execute the algorithm, as bids are determined a day in advance, and
(b) it can impose constraints to curtail the number of members consid-
ered, if this is necessitated by the cost. Summarizing, applying a fast
sorting algorithm results to a complexity of O(nlogn) for methods 1,
2 and 3. Methods 4 and 5 require the additional computational cost
of the expected gain calculation, that is O((n — k)?).



STOCHASTIC FILTERING METHODS TO MONITOR
AGENT BEHAVIOR

As discussed previously in this thesis, it is very important for the
cooperative to be accurate in its predictions. For cooperative actions
to be profitable and effective, the predictions must be highly accu-
rate, that is a challenging task given private agent preferences and
underlying uncertainty. In Chapters 3 and 4 we provided a proto-
col that incentivizes agent accuracy in the face of uncertainty and
private preferences. A complementary approach would be to incor-
porate “reputation-based” models of trust used in MAS settings, see
e.g. [40]. However, trust among multiple agents in such a large and
dynamic setting is not easy to maintain. Moreover, even if all agents
are indeed truthful, exogenous factors, like equipment malfunctions
can still put the stability of the cooperative in danger. For these rea-
sons, it is of utmost importance that agent actions are somehow moni-
tored and beliefs about individual agent performance are maintained.
To this purpose, we will be incorporating into our scheme two stochas-
tic filtering techniques that have already been successfully applied in
other domains.

5.1 MONITORING AGENT TRUSTWORTHINESS

As established in previous Chapters, agent statements greatly affect
cooperative decisions, and, if inaccurate, endanger the scheme’s sta-
bility and effectiveness. Specifically, the cooperative prediction method
presented in Section 4.1, assumes that agent i’s estimated reduction
;1 will be given as follows, after factorization of Equation (13):

Fi=(1-06i)f (23)
where t; is the stated reduction capacity of agent i and 6; its stated
uncertainty. That is, the cooperative (e.g. cooperative manager agent)
bases its decisions as to whom to include in shifting coalitions on
the estimated f; quantity, which is entirely based on information pro-
vided by the agent i itself. However, we can do better than that. In-
stead of using (1 — 6)%;, the cooperative could adopt a trusted index
i, —one not stated explicitly by i, but which nevertheless reveals
the distribution best describing future agent actions. This index can
then be used as ﬂh to calculate a more accurate contribution potential
for i. We now describe a process by which to acquire this r{, index.
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To begin, observe that the actual relative error of agent i’s perfor-
mance is:

— (24)

where r{th is the actual amount of load that will be reduced, and
which can be, in general, assumed to be provided by a transformation
of the stated ﬁh amount:

= i (25)

with «; corresponding to a random variable following some unknown
probability distribution. Had we known this a; quantity, we would be
able to calculate ri" and use that instead of ¥;". The «; quantity is not
known, however. Given this, an objective of our work is to build mod-
els for agent performances by approximating the distributions that
ais follow. We can then sample such a distribution to obtain &;, an
o estimate. Next, we can then use this estimate to obtain our trusted
index 17, to replace Tt

At
‘r%k/th =& -t (26)

As a result, more accurate predictions about individual agent and
cooperative shifting abilities can be obtained.

We can assume that given all underlying uncertainty, an individ-
ual agent’s final behavior most likely corresponds to a complex, non-
linear function of its past behavior. As explained in Section 2.4, one
can use stochastic filtering in order to attempt to approximate such a
function. We chose to test two filtering approaches that are expected
to fit such a function well:

(@) A non-linear Kalman filter approach, the Unscented Kalman Filter
(UKF), combined with Gaussian Processes (GP)

(b) The Histogram Filter (HF), a non-parametric filtering technique.

Both methods require an adequate amount of historical data collected,
in order to form an elementary model that can be sampled. For this
reason, the conservative ranking method can be employed initially,
and get replaced by one of the proposed methods once the required
data is available. We now proceed to describe these methods and their
application to our setting in detail.

5.2 THE HISTOGRAM FILTER

The first stochastic filtering method we examine is the Histogram
Filter (HF). Histogram filters decompose a continuous state space to
a finite set of areas or bins:

dom(X) =x; Ux, U..Uxk
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These bins are a partition of the initial space
Vj ;ék,x]- Nxx =10

and

U Xk = dom(X)

Kk
The HF uses a histogram to map a probability py to each of the bins
xk. The value of each py depends on the frequency of the observations
in the range of bin k.

With this approach, agent forecasts & are completely ignored and
only past observations of «; are taken into account. Every time an
agent participates in a consumption shifting coalition, its actions are
monitored and stored. A histogram is calculated over the set of avail-
able observations. Then, according to each bin’s height, a colored
roulette wheel is constructed that can be sampled to obtain the most
probable ranges of «; i.e., the more frequent values appear in a bin
the more probable it’s range is selected. The final estimate &; is an-
other sample from a uniform distribution normalized to have range
equal to that of the bin obtained.

5.3 THE UNSCENTED KALMAN FILTER

Past work has shown that the classic KF algorithm is limited to sys-
tems with linear transition and observation models; while the Ex-
tended Kalman Filter (EKF) can handle non-linearities, but not in an
optimal manner [49]. The UKF, first introduced in [22], uses the so-
called unscented transform to obtain a better estimate than the EKF
when dealing with highly non-linear models [53]—such as those de-
scribing electricity consumption shifting capabilities.

In order to apply Kalman Filtering we need to define our model
in an appropriate form. Here, forecasts of & are considered to be
depended on past forecasts and linked to actual values of o governing
actual agent behavior as follows:

6r = Abr_1+We (27a)
Kt = H(a-”c) +us (27b)

that is, the forecast 6 depends on its past value transformed by A,
a state transition matrix, plus noise wr. The real o is the sum of a
function of the forecast H(6) and some noise u;. We need no initial
assumption about the H function as it is approximated by the GP and
can be of any form. A brief presentation of the Unscented Kalman
Filter follows.

Let x € R be a Gaussian random variable with mean X and co-

To ease notation, we henceforth drop the agent index i from o and «, when this is
implied.
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variance Py that is propagated through a nonlinear function y = g(x).
A matrix X can be constructed that contains 2L + 1 sigma vectors X;
and their corresponding weights Wj, via the unscented transform pro-
cedure:

Xo =X
DC]- =X+ (L+)\)Px)j, j= 1,...,L (28)
x]':)_(—( ( +}\)Px))'_]_, j=L+1,..,2L
(m) A
w - _
0 L+A
Wi = A2 (20)
0 L+A
wim e =] j=1,..2L

) ) 2(L+A)Y

with A = n?(L+«)—L being the scaling parameter. The n and «
parameters can be tuned to change the spread of the sigma vectors
around the random variable, & incorporates prior knowledge of the
distribution of x, and (/(L + A)Py); is the jth row of the matrix square
root. Then, the sigma vectors are propagated via the nonlinear func-
tion:

Finally, the mean and covariance of y are approximated by a weighted
sample mean and covariance of the posterior sigma vectors:

2L
g~y WMy (31)
j=0
2L
Py~ > WY, — gy — 51 (32)
j=0

UKF equations as presented in [53] follow:

%o = Elxo]

P, = E[(xo — o) (x0 —%0) "]
Re = Ex¥]

P& = E[(x§ — %) (x& —%$)T]

For k € {1, ..., 400}, calculate sigma points:
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Time update:
-1 = FIXR 4, Xy 4]

X = ZW k\kq

— (c) o— c—1T
Py = Zwic D k1 = R X 1 — &y

Yrepe—1 = HIX g, L]

2L
0y = Z Wi(m)yi,k\kq

Measurement update equations:

Pyg = ZW (94 xc—1 — Q]Z][ldi,k\k—1_g;]—r

Py = ZW X kik—1 — X Yokt — Oi 1"

K = Py, y, Ps !

XYk ™ §ic¥
Rk =X +Klyx —0y)
P =Py — XPy5, X"

with, x* = x™vInTT, X% = ()T (V) T(X™M T, Ais a composite
scaling parameter, L the dimension of augmented state, Py the process
noise covariance, P, the measurement noise covariance and finally,
W; the weights.

5.4 GAUSSIAN PROCESSES

For the UKF to be effective, we first need to obtain some information
about the underlying model, that is, the function through which the
forecasts are turned into final actions. For this purpose we incorpo-
rate Gaussian Processes (GP) [38], a powerful tool that can be used for
regression and classification without a parametric model assumption.
In this work we employ Gaussian processes for probabilistic regres-
sion: for a set of training samples, D = {(x;,y;),j = 1, ..., n} (x; inputs
and y; noisy outputs) we need to predict the distribution of the noisy
output at some test locations x,.. We assume the following model:

y;j = f(xj) + €;, where ¢; ~ N(0, UTzloise)

with Gn01se the variance noise. GP regression 1s a Bayesmn approach

that assumes a priori that function values follow: p(flx1,x2,...,xn) =
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N(o,K) where f = [fq,f3,...,fn]" is the vector of latent function val-
ues, f; = f(x;) and K is the covariance matrix that is computed by a
covariance function Kji = k(xj, xi).

In order to proceed to the inference, we must combine the joint GP
prior f and £, obtained by the test values with the likelihood p(ylf),
via Bayes rule. The result is the joint posterior:

_ p£.)p(ylf)

p(y) (33)

p(f, £.ly)

To produce the posterior for our predictions, we marginalize out
the unwanted training set variables:

1
p(f.,y) = Jp(f, Ely)df = Jp(ylf)p(f, £.)df (34)

where

K K
p(££,) = N(o, [KM K 'f] ), and p(ylf) = N(£, 02 1. ).
£, *,%

The joint GP prior and the independent likelihood are both Gaussian
with mean and variance as follows:

GPu(xs, D) = Ky (K p + 02 016e]) 'y (352)
GPO’(X*/ D) == K*,* - K*,f(Kf,f + Uioisel)—1 Kf,* (35b)

GPs also require value assignments to the vector 6 = [W o onoisel
that contains the hyperparameters, with W holding the distance mea-
sure of each input in its diagonal, o¢ being the variance of the input
and Onoise the variance of the process noise. We can find the optimal
values for 0 by maximizing the log likelihood:

Omax = arg mgx{log(p(yIX, 0))} (36)

5.5 COMBINING GP WITH UKF

The output of the GP can be used in conjunction with the UKF in
order to generate more accurate predictions regarding agents’ os.
When an agent states an uncertainty forecast 6._1, it is propagated
through the dynamic model and the expected mean GP,, and variance
GPy of the corresponding «; are calculated via the GP. These two
values are used to transform Eq.(27a) and (27b) into:

Or =AlGr_1+Wwe (373)
e = GP (6, D) +uy (37b)

with noise u. following N(0, GPs (6, D)). Since in our setting a real-
istic transition model is hard to define given a lack of related real data
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regarding the progression of uncertainty statements over time, state
transition matrix A is set to the identity matrix, and wr is assumed to
follow N(0,1). The method we described here, GP-UKF, is then used
over this updated dynamic model to obtain the predictions &;.

Here we must note that it is possible to use the GP alone, sampled
at the most recent agent statement. However, such an approach would
then not be able to model time varying uncertainty estimates. In con-
trast, the GP-UKEF is able to incorporate even time varying agent un-
certainty estimate statements, should such statements become avail-
able.

56 METHODS EVALUATION

We provide a detailed evaluation of our methods in Chapter 6. Our
simulations demonstrate that employing any of the two filters tested
leads to improved performance in the consumption shifting domain,
when compared to a “baseline” mechanism that makes no use of
such performance monitoring tools. Specifically, when using these
enhancements, the cooperative achieves a higher overall electricity
consumption reduction; and enjoys financial rewards that are higher
than those generated by the baseline algorithm.

Each filtering method’s exact performance depends on the uncer-
tainty characterizing a particular simulation setting. We observed,
however, that HF’s performance is stable, and the method is able to
forecast the future performance of an agent quite closely. At the same
time, combining UKF with GP regression appears to lead to increased
prediction accuracy, and higher economic gains overall.
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Part III

SIMULATIONS

In this part we present the setting and results of the exper-
imental evaluation of our mechanism. First we describe
the dataset we used and its various initializations. Next
we compare the different coalition formation methods that
we have proposed and present the general features of our
mechanism. Finally we adopt the stochastic filtering tech-
niques to monitor single agents and agent classes and
demonstrate the performance boost that such methods
provide.






EXPERIMENTAL RESULTS

In this Chapter, the results from the experimental evaluation are pre-
sented and discussed in detail. In Section 6.1 we present the dataset
that we use to simulate a realistic cooperative shifting scenario. Sec-
tion 6.2 evaluates our overall scheme and compares the performance
of the alternative methods for forming reducing coalitions proposed
in Section 4.3, as well as various results that demonstrate the effective-
ness of our proposed scheme. Finally, the evaluation of the incorpora-
tion of the two stochastic filtering methods is presented in Section 6.3.
The experimental results provided in this Chapter demonstrate the
effectiveness of our demand shifting scheme, as it delivers what it
promised, i.e. providing effective demand-side management services.
Also, it is shown that the reducing cooperatives can obtain monetary
gains by participation in this scheme. Both earnings and effectiveness
are further improved by the incorporation of the stochastic filtering
methods we proposed.

6.1 DATASET

In our experiments, we use simulated data coming from real con-
sumption patterns of 36 industrial customers in India’. We were pro-
vided with two 36 x 48 arrays, one holding the mean consumption
values for each customer at each time interval and one holding the
standard deviation of the means. For the agents’ consumption pat-
terns generation we repeatedly sample these normal distributions, un-
til the desirable agent population number is met, that is 4968 agents.
In other words, every resulting agent pattern emerged from sampling
the 48 normal distributions for each interval of one of the 36 real con-
sumer profiles.

The 7 threshold is fixed to 96.5% of the maximum total demand
across all time intervals. The safety limit is set to 99% of T, while
qrtrﬁn to 1% of the total load at tn; and the py;g, & pio values are
set to the day-night prices specified by the greek utility company
PP.C.2. The pgoyp rate (in € / KWh) ranges from pg, = 0.05625 to

: group
Pgroup = 0.0214, depending on reduction size q:
pmin _ pmalx
Tou rou
Paronp () = =T (g — dgk,) + Py (38)
Qtn — Amin

1 The exact same consumers as in the experiments of [26]; we thank that paper’s
authors for providing the dataset.
2 http://www.dei.gr
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with q ranging from q;‘I‘&n to a maximum (ty-specific) Q.
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Figure 2: Average Shifting Costs.
Shifting Capabilities Individual shifting preferences are not provided in the dataset and

are generated as follows. A beta distribution3 (a = 1,b = 43.444) is
sampled twice for each agent, giving the means (a higher mean and
a lower mean) of two normal distributions (¢ = 0.01) that are next
sampled for each interval, resulting to the actual agent shifting cost.

3 Here, we choose a Beta distribution, as we want the costs to have mean values be-
tween zero and one. Additionally, such distributions are more appropriate for mod-
elling uncertainties, as they can concentrate probability in a desired range. Despite
these facts, other forms can also be used.



6.1 DATASET

Consider the mean consumption of some agent i during a day, ¢;. If
the potential shifting operation trims consumption from a time inter-
val t2°v¢ where the agent’s baseload demand is higher than ¢; to
another interval, t?¢°", that baseload demand is lower than ¢;, then
the value sampled from the normal distribution with the higher mean
is assigned to that costf{above_’tbemw for agent i, while the value sam-
pled from the normal distribution with the lower mean is assigned
to all other transitions, i.e. t4Pove — tabove tbelow _, tabove 54
tbetow _, tbelow The intuition behind this higher cost assignment
is that peaks in demand are mainly costly to shift (but there exist
some agents that can contribute with lower costs or shifting capaci-
ties). Also, because the outcome of the beta distribution is between 0
and 1, we add 0.01151 to all values in order to move cost values to an
acceptable cost range*. In Fig 2(a), agents are sorted by their average
daily shifting costs. Population with average shifting cost below 0.02
is considered low cost, above 0.02 and below 0.04 medium cost, and
above 0.04 high cost.

On an average run, 811.86 agents were high cost; 2809 were medium
cost; while 1347.14 were low cost. The kernel density estimate of the
daily average agent shifting costs is shown in Fig. 2(b).

Reduction capacities are estimated based on the variance of each
agent baseline consumption, as this is a good indicator for its de-
mand elasticity>. Agent uncertainty stated for bidding, is provided
by sampling a beta distribution, with a = 1,b =5 i.e, the great mass
of the agent population has low to average uncertainty and actual
agent shifting actions are provided by sampling another beta, with
a =4,b = 2 modeling the realistic case that at best the agents deliver
what they promised, but often fail to do so.

In our experiments, we first assume that all 4968 agents participate
in the cooperative. Note that running one simulation day involving
all agents takes on average only 1.5 sec on a 3.3 GHz PC (with a
further 110 sec for demand curves and shifting costs initialization
period before simulation starts).

A typical picture of what happens in a given day is shown in
Fig. 3. The diamond pointed curve is the resulting shifted demand,
the dashed curve shows the initial demand and the two vertical lines
depict threshold T and safety limit.

As Fig. 3 shows, intervals 19 to 20, 22 to 25, 27 to 29 and 31 to
37 are peak intervals. Consumption that was reduced is shifted to
other, non-peak intervals. Notice that at interval 27, an effective reduc-
ing coalition could not be formed due to lack of available reducing

4 Costs that are lower than pg;, — pjoy = 0.01151 are not realistic, because such agents
would shift by themselves to lower demand intervals, changing their baseline con-
sumption

5 Elasticity of demand is defined as the degree to which demand for a good or service
varies according to its price.
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Figure 3: Consumption shifting scheme output.

agents. Despite this infeasibility though, the amount of total peak-
load trimmed is very significant.

6.2 METHOD EVALUATION

We continue with the simulation of 100 days, and compare the four
methods presented in Section 4.3. Results are shown in Table 3.
Method 2 clearly ranks lower than all others both in terms of co-
operative gains and trimming effectiveness. This is because it forms
coalitions of a “minimum” size, capable in expectation to shift just qmin.
Thus, due to uncertainty governing actual agent behavior, profits suf-
fer when agent promises fail to materialize (and qmin is not reached).
In contrast, Methods 1, 3 and 4 all trimmed more than 98% of peak
load, and have similar performance. When adopting Method 3 though,
it is possible for an agent that could be favoured by the final pgroup
price to be excluded from the coalition, if its contribution potential
was checked early-on in the process, when the pgroup price awarded
at that point happened to grant negative expected gain to that agent.
Method 4 results to the highest cooperative gain, and highest con-
sumption reduction, but is the most expensive computationally. More-
over, from the Grid’s point of view, it is probably not worth it to hand
over an additional 37.28€/day, 4.1% of the amount “paid” to Method
1, for a mere 0.35% increase in consumption reduction. Therefore,
Method 1 appears to be the most appropriate for our purposes, as it
is comparable to the rest both in terms of cooperative gains and trim-
ming ability; is cheaper for the Grid to use; and allows even agents
with initially negative expected gains to participate in the scheme. For
those reasons, we chose Method 1 for further evaluation. After having
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examined the general behavior of our methods, we then conducted
experiments to examine the CRPS effect, the average size of the re-
ducing coalitions when pgoyy perturbs and the cooperative reduction
performance subject to different agent participation percentages.

We also simulated the fifth method proposed for coalition forma-
tion in Section 4.3, and explored its behavior. Provided ranking by
Tipi, the concept is to monitor the average growth rate of coalescing
agents” gain and stop adding when it drops under a certain level. Sup-
pose that in a coalition C with gainc, we add another agent 1, then
the gain growth obtained by this addition is growth = gaincyi —
gainc. Trying to monitor growth values for each peak interval we
observe that gain growth is not smooth and thus it is difficult to set a
certain limit, as shown in Fig. 4. For this reason, this method was not
chosen for further evaluation.

51

Method 4.3.5



EXPERIMENTAL RESULTS

52

‘san[ea ageIoAe WOIJ UOTJEIAIP PIEPUE)S S9]0USP O ‘(Uone[nuuls sAep 00T) snsay a3eIany :€ a[qe],

Llegeob
6199555
georsT v
66179061

Socol g€
99€16°LS
ggotge S
Shoeg Ly

£zE66°gE
91019'9S
£0996¢-t
0SE6YS1

12b09°9¢
Q09QL LS
6046099
Q6504 LY

(%) syuedpnie 31500 Mo

(%) syuedpnre 380D WNIPSA
(%) syaedonre 350D Y3y
971G uonIfeo)) Junnpay "SAy

(94-0=0) 6£9°g6
(z'8508=0) 96°6£Ste

(€£0=0) 619°g6
(179808=0) £6° 19tz

(98°49=0) 1152t
(5-9495z=0) £S0'1LV6

(94:0=0) 919°g6
(€-€g0g=0) Tt vSthe

(%) pownuH, (1 £ puews() Yedq
(UM]) uononpay [eur]

90°6162¢ 09'19QT¢ ot'goget Stgbgete (UM uononpay paydadxy
€19 0z'9 gt 0z'9 (Aep/ 3) ,snjding,, sanyeradoo)
(99°'19£=0) ¥2°£€6 (9¢-6tE=0) ¥£-66g (0t°LL=0) 6g-tLle- (€o'gtt=0) 95-G6g (Aep/ ) uren) aaneradoo) enpy
QE6¢1T ot 660z €La1y ¢l Y60t (Aep /3 ) uren) aaneradoo)) pajoadxyg

¥ poyeN € poyloN T POYIdIN I POYRIN




Gain difference (Gain with i)-(Gain without i)

6.2 METHOD EVALUATION
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Figure 4: Gain growth for various ty,.
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Figure 5: Daily loss of gain as CRPS rises.

6.2.1  CRPS Effect

In this set of experiments, every reducing coalition formed at any ty
is made to contain 10 agents whose relative error is non-zero. The rel-
ative error was progressively increased, over 11 complete runs of 50
simulation days each; that is, the relative error was constant during
a run lasting for 50 simulation days, and was then increased for later
runs. This naturally leads to a higher (i.e., worse) CRPS score for the
individual agents, and thus a bad CRPS score for their corresponding
reducing coalitions. As shown in Figure 5, as the individual agent’s
CRPS score gets worse, its gain losses increase; and the cooperative
as a whole suffers progressively increasing gain losses as well. Thus,
CRPS clearly incentivizes the agents to accurately state their reduc-
tion capabilities, and deliver what they promised.

6.2.2  Coalition Size vs Pgroup

Next, we examine the average reducing coalition size formed at each
tn given different pgroup prices granted for collective consumption
shifting. More specifically, we simultaneously increase the pg5i, and
Pgrony Values produced by Eq. 38 up to +0.05 of their initial values,
and observe the average number of agents in reducing coalitions for
each peak interval. Figure 6 shows this concept, where average coali-
tion sizes over 100 simulation days are plotted against group price
range variations. It is obvious that as Pgroup increases to get closer to
Plow, fewer agents decide to contribute—and, subsequently, less con-
sumption is finally shifted. Thus, in order for shifting to take place,
the Grid must grant a pgup range that provides enough gain to the
agents, given individual shifting costs.
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Figure 6: Avg. reducing coalition size vs. pgroup increase.

6.2.3 Cooperative Membership

In a final set of experiments, we considered settings with considerably
fewer consumers participating in the cooperative. With 30% of the
agents participating, it is still possible to shift 98.52% of peak load,
while 10% of the population manages to shift 93.82% of peak load.
With 7% of agents participating, 75% of the total peak load is shifted;
while 4% and 3% of all agents shift 51.86% and 12.66% of peak load
respectively. Finally, 2.5% of all agents shift only 0.8% of the peak
load. Thus, membership clearly has to reach a “critical mass” for the
cooperative to be effective.

6.2.4 Further Observations and Insights

Here we provide further insights into benefits gained from coopera-
tive scheme participation, given our simulations. These refer to the
setting where all agents participate in the cooperative. We measured
that an average number of agents participating into each reducing
coalition at some ty, is 47.7 individuals. The 36.6% of these are low
shifting cost agents, whereas 57.8% are medium and 5.6% high cost.
When the reward transfer scheme is enforced, the actual amount
transferred on average during a gain balancing operation at a given
t, is negligible, in the order of 107°€, and is granted by either low
cost or medium cost consumers.

It is worth noting that the Grid each day grants back to consumers

an average of only 895.56€, from its average daily income of 354064.3€.

Note that we cannot account for the Grid profits emerging due to re-
duced generation costs from the evasion of peak intervals, because
such an analysis would require information that is typically not dis-
seminated by the Grid operators. However, since we observe that in
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an average simulation run an 98.616% of the peak load is “safely”
shifted, we can infer that the Grid stands to gain from the shifting op-
erations. Another positive side-effect is, of course, that power outages
(and resulting costs) become more distant possibilities as the demand
curve flattens out.

6.3 MONITORING AGENTS WITH STOCHASTIC FILTERING TECH-
NIQUES

In this section we employ the stochastic filtering techniques of the
Chapter 5 to test their performance. First, we monitor single agents
of specific behavior. Then we test each method at various settings in
order to measure the relative error that accrues for each one. Finally
we apply them on the electricity consumption shifting problem. Note
that, for simplicity, agent forecasts over their expected relative error
are given in the form of a N(0, 6), so the stated uncertainty forecasts
from now on will be simply denoted by 6.

6.3.1 Monitoring the Performance of a Single Agent

GP-UKF APPROACH For the GP generation we used the MATLAB
OCTAVE GPML (Gaussian Processes for Machine Learning) toolbox
as it is presented in [41]. The set of training points is D = {(6j, &;),j =
1,...,1000}, i.e. pairs of forecasted uncertainty and actual actions. We
used expectation propagation as an inference method. The GP is
trained over the past observations; and sampled to get the forecasted
uncertainty values for the next day. Specifically, the GP output is the
mean and variance of the expected «; given the forecasts 6;.

For the UKF we used the EKF/UKF Toolbox for Matlab V1.3 de-
veloped by the department of Biomedical Engineering and Computer
Science of Aalto University, tuned to the dynamic problem described
in Section 5.5 by Eq. (37).

Initially, we use a setting with a non-linear function of a known
form in order to test the performance of our approach. Here, & is
tuned to follow a N(0.5,0.15) distribution. The nonlinear function that
processes the samples and outputs «; values is f = 0.5 sin?(27t6) + 0.3,
with added noise following N(0, 0.1). Results are shown in Figure 7(a).
Diamonds represent certain “test points” generated by f plus noise,
to help illustrate the spread of the nonlinearly transformed input. As
shown, trained means (blue crosses) and variances (gray shaded area)
of the GP, successfully adapt to the nonlinear function f. UKF predic-
tions are marked as squares, and are in fact very close to the GP
trained means.

Next, we let 6 and «; follow B(1,5) and B(4,2) respectively, as in
the experimental setting explained in Section 6.1. Results are shown
in Figure 7(b). In this case, there is no function of a specific known
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Figure 7: The Gaussian Process and UKF prediction points for a single
agent.

form for the Gaussian Process to approximate, as the points are both
random variables following different distributions. Despite that, the
GP has converged to some relationship between input and output val-
ues. We can infer that this estimated complex function is meaningful,
by the fact that most “test points” fall within the shaded area repre-
senting the GP output variance; the “test points” plotted in this case
are random &y, «; values, sampled by the B(1,5) and B(4,2) respec-
tively. Thus, the GP-UKF method is apparently able to produce mean-
ingful predictions, even when the relationships between variables are
governed by some highly complex function. Note that because B(1,5)
gives very low to zero probability for & values between 0.7 and 1, the
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number of corresponding training points is very low, so uncertainty
in that region is very high.
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Figure 8: Histogram and corresponding roulette wheel (8 bins, 1000 obser-
vations).

HF APPROACH In contrast to UKF, the HF approach does not re-
quire &; forecasts to work. We test this technique in a setting with
«; following B(4,2). For the histogram generation, MATLAB built-in
function hist was used. Once again, we use 1000 training points. These
are now simply o; values, sampled from the aforementioned beta dis-
tribution. Next, a roulette wheel is constructed in order to perform
stochastic universal sampling. According to the height of each bin of
the histogram, a proportionate space on the roulette wheel is colored.
The roulette wheel is spinned thereafter —i.e., a random sample is
generated that maps to a specific bin, or range. The final prediction of
the HF comes up by sampling a uniform distribution, normalized to
the range that occurred from the roulette wheel spin.

The resulting histogram and the corresponding roulette wheel are
shown in Fig. 8. One can clearly see the relevance between the proba-
bility density function (black curve) and the generated histogram; the
histogram successfully converges on the true generating distribution.
The accuracy of the approximation, however, depends on the number
of training values and the number of bins.

6.3.2  Monitoring Agent Classes

In another set of experiments we tune our parameters to follow differ-
ent distribution pairs. Three new agent classes are defined, the accu-
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Class| Conservative HF GP-UKF

v o v o v o
AP | 0.023 | 0.017 | 0.022 | 0.017 | 0.015 | 0.012

UP | 0430 | 0.998 | 0.390 | 1.190 | 0.299 | 0.867
IP 0.157 | 0.117 | 0.021 | 0.016 | 0.014 | 0.012

B-N | 1.626 | 3.836 | 0.554 | 0.328 | 0.272 | 0.392

B-B | 0.904 | 1.921 | 0.547 | 0.277 | 0.281 | 0.394

Table 4: Means and variances of the absolute relative error for each class
when using each method.

rate predictor, the uncertain predictor and the inaccurate predictor, apart
from two additional test cases, as we explain below.

More specifically, accurate predictor’s (AP) uncertainty forecasts
and final actions both follow a normal distribution with low variance,
N(0.5,0.01), simulating consumers that act almost as they predicted to
act. The inaccurate predictors (IP) on the other hand, seek to act 50%
off of what they predicted, with their predictions following N(0.5,0.1).
The uncertain predictor (UP), might or might not follow stated fore-
casts, so «; and &; both follow the same normal distribution with a
slightly raised variance, i.e. N(0.5,0.15). Two additional scenarios are
also tested, one with «; following B(4,2) and 6; ~ N(0.5,0.15) (B-N)
and the other, that described in Section 6.1 (B-B), using two beta dis-
tributions oy ~ B(4,2) and 6; ~ B(1,5). The first one makes more
pessimistic estimates than the other; and both end up delivering the
r:" reduction value that they promised, but sometimes fail to do so.
Our goal is to find the best method to obtain estimates of &;.

The first method, the Conservative, estimates final shifting capacity
based on Eq. (13). The second, HF, utilizes a Histogram Filter con-
structed by past «; observations® and does not take into account &
statements. The shifting capacity estimate is calculated via Eq. (26),
where &; is the prediction given by the HE. Finally, GP-UKF also
keeps track of past observations, but takes into account & statements.
Shifting capacity estimates are calculated also by Eq. (26), but with &;
now corresponding to UKF predictions.

In order to test the aforementioned methods on the scenarios pre-
sented above, we first sample the distributions generating the &;s and
the «4s 1000 times in order to generate training points for the HF and
GP-UKF methods. Next we sample the distributions again for 1000
times and measure the mean absolute relative error between the oc-
curred «; and predicted &; from the proposed methods. Results are

th
In fact, a4 is calculated by Tih , where f“?‘ is the stated reduction capacity at ty, and

#

r?‘ is the observed actual reduction by i there.
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Method | Setting | Expected | Actual | Expected Final

Gain Gain | Reduction | Reduction

Conserv. B-B 2185.60 | 982.66 | 34375.497 | 25593.202
ur 2358.64 | 1417.14 | 37480.805 | 30889.185

HE B-B 2172.33 | 1458.31 | 34436.174 | 29327.052
ur 2378.51 | 1436.78 | 37711.798 | 31171.310

GP-UKF B-B 2184.96 | 1932.94 | 34556.859 | 33862.32
ur 2391.65 | 2041.50 | 37809.045 | 36610.243

Table 5: Average (out of 10 days) results of electricity consumption shifting
cooperative.

shown in Table 4. Judging from the mean absolute relative errors for
each agent class, GP-UKF clearly outperforms both HF and the con-
servative method in both mean and variance. As results show, when
dealing with accurate predictors, all three methods have similar perfor-
mance. When the predictors are uncertain, however, absolute relative
error rises, but GP-UKF maintains its better performance. When mon-
itoring inaccurate predictors, the HF and GP-UKF methods capture
the systematic inaccuracies of agents and perform very well, while
the conservative does not. In the remaining two cases, one can ob-
serve that the conservative method performs far worse than the two
proposed methods. This happens because the conservative method
makes highly pessimistic estimates for agent final actions in these
settings.

Therefore, our methods can successfully exploit historical data to
learn and keep track of the actual agent performance, a feature that
the conservative method does not possess. In addition, the GP-UKF
can identify possible relations between agent forecasts and final ac-
tions, managing to predict the latter more precisely than the HEF, by
incorporating agent uncertainty forecasts &; in the prediction process.

6.3.3 Cooperative Shifting Simulation

In the final experimental setting, we apply our proposed monitoring
methods to the real world scenario, considering cooperative consump-
tion shifting efforts over a 10-day period.

User forecasts and final actions are set to follow two of the cases
discussed in the previous subsection: B-B, which is the case actually
presented in Section 6.1; and UP, which models a realistic scenario.”

7 AP and IP are less likely in practice, and so is B-N: if an agent originally unsure of
its performance (that is, one sampling & from N(0.5,0.15)) observes that its actual
(1 — x) error is small (as « originates from B(4,2)), then it would most probably
have corrected its uncertainty predictions already, to avoid penalties.
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Thus, we run a 10-day simulation for each one of these two cases. For
each day in each simulation, we apply the scheme three times, each
using a different method (Conservative, HF or GP-UKF) for obtaining
agent final action estimates —with the same initialization data per day,
in order to be able to make a reasonable comparison. At the beginning
of each 10 day simulation HF and GP-UKEF are fed with 100 “past
observed” pairs of forecasts and final actions, in order to infer an
elementary model that will be used for their predictions. Numerical
results are presented in Table 5. Expected and actual gain represent
euros per day, while expected and final reduction quantities come in
kWh per day.

Expected gain and expected reduction take close values at each
setting for all methods. This is because, in all occasions, the under-
lying coalition formation mechanism employed by the cooperative
keeps adding agents to reducing teams until the maximum reduction
quantity requested at a given t, is reached. However, each prediction
method has its own estimates regarding each agents actual perfor-
mance. Therefore, the performance of the three prediction methods
varies. Clearly, GP-UKF achieves reduction that is closer to the ex-
pected (when compared against the other methods). One can observe
that for the HF approach, the deviation between expected and final
load reduced is at the same levels regardless of the distributions that
generate final actions. This is due to approximation errors, induced
by the number of bins of the histogram and uniform distribution sam-
pling. Also, agent forecasts are not taken into account, so potentially
important information is ignored. In terms of accuracy, we can thus
safely conclude that the GP-UKEF has the best performance. Intuitively,
GP-UKEF can effectively learn and adapt to the underlying model that
relates agent forecasts and final actions, thus enabling the cooperative
to choose reducing coalitions that often deliver what they promised.
Moreover, we can see that the GP-UKF performs significantly better
wrt. economic benefits, generating as it does more actual gain in eu-
ros than any other method. Overall, GP-UKF appears to be a strong
prediction tool for consumption management cooperatives.

6.4 DISCUSSION

To conclude this Chapter, our proposed mechanism appears to be
highly effective at the proactive flattening of the electricity demand
curve. Forming reducing coalitions by using Method 1 leads to signif-
icant monetary gains for the cooperative, incorporating even agents
with negative expected gain, and is cheaper for the Grid to use. The
CRPS score incentivizes agents to meet their stated commitments in
their actual final shifting actions. Also, granting an appropriate pgyoup
price helps agents overcome their shifting costs by participating in
large reducing coalitions. Moreover, with the use of stochastic filter-
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ing methods, the performance and prediction accuracy are signifi-
cantly improved and thus, increased financial gain for the cooper-
ative are generated. Our filtering techniques are generic and can be
integrated within different types of systems (e.g., they can be used for
monitoring the accuracy of electricity production statements). This is
the first time these methods are applied in this domain; and the po-
tential value of this work to any real-world enterprise operating in the
Smart Grid can be very high. Finally, as we will see in Appendix A,
we have recently obtained more datasets, on which we plan to further
experiment and test our proposed scheme.



Part IV

CONCLUSIONS AND FUTURE WORK

In this part, we review the contributions of our work, and
discuss the positive side effects of the adoption of our pro-
posed mechanism in real world Smart Grids. Finally, we
provide the reader with insights regarding our future re-
search efforts.






CONCLUSIONS AND FUTURE WORK

In this work, we proposed an entirely novel and directly applicable
scheme for electricity consumption shifting, which promotes agent
efficiency in the face of uncertainty. The scheme uses a strictly proper
scoring rule, CRPS, to incentivize participants to accurately state their
reduction capabilities and actually deliver their promised contribu-
tion; and promotes the formation of consumer cooperatives that can
collectively significantly contribute to the trimming of the demand
curve. This is achieved via the granting of a better group electricity
price for large shifting operations. To incentivize agent participation,
we put forward an incentive compatible and (weak) budget-balanced
gain transfer scheme that awards variable group price rates to mem-
bers, thus allowing agents with initially prohibitive shifting costs to
participate in shifting operations. All our methods were tested and
evaluated via appropriate simulations. We also applied two different
methods for monitoring and predicting agent actions in the power
consumption shifting scheme, a Histogram Filter and a Unscented
Kalman Filter that uses Gaussian Processes to recognize possible un-
derlying relationships between agent forecasts and final actions. Con-
cluding, we believe that we have demonstrated that there are indeed
good reasons to use the proposed demand management scheme, as
its use can lead to the effective flattening of the electricity demand
curve.

Future work includes running extensive simulations on larger scale
environments. Ideally, we would like to test our model in an environ-
ment that includes hundreds of thousands of actual consumers (as
opposed to using simulated data generated from only a few dozens
of real consumers). This would also enable us to study the behavior
of various types of agents, classified according to particular indus-
try type; and allow us to devise coalitional policies specifying the
best possible mixture of members to include in shifting operations.
In particular, a sizable real world consumption dataset from a mu-
nicipality of Crete has already been preprocessed and is presented
in Appendix A, along with a plan for future experiments concern-
ing this dataset. We also intend to devise methods for distributed,
combined performance monitoring, so that predictions are effectively
cross-validated. Moreover, we will try to model the problem of trust
in this domain. The sequential selection of participants for reduc-
ing coalitions in particular, could require solving a belief-state MDP,
much in the spirit of what is done in [48].
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Last but not least, the study of prosumer cooperatives (i.e., coop-
eratives whose members can simultaneously consume and produce
electricity) is definitely an interesting and challenging research di-
rection. Allowing the members to have dual roles (i.e., consumers
and producers) adds a significant level of complication that will most
probably have to be dealt with separately. Prosumer agents have the
choice to strategize about short term decisions (such as choosing not
to reduce consumption, via, for instance, shifting their energy produc-
tion activities now) in anticipation of achieving greater benefits, e.g.
by producing and storing energy to sell to the Grid with an expected
higher profit on a later date.



Part V
APPENDIX
This part shows the results from a preprocessing of annual

real power consumption data coming from the municipal-
ity of Kissamos, in western Crete.






APPENDIX: ANALYSIS OF A REAL DATASET
PROVIDED BY THE PUBLIC POWER CORPORATION
OF GREECE

The spreadsheet containing consumption data of the municipality of
Kissamos during the year 2012, came to our possession on March
31, 2013. We are grateful to the Department of Informatics of the
greek PP.C. utility company. One can find there the total consumption
for specific time periods, of 8.487 consumers of various types. More
specifically, data for the fields shown in Table 6 are provided:

Voltage level

ID of connection

Street name

Street number

City

Municipality

Type of usage category
Invoice code

Invoice type

Date of measurement
No. of days measurements correspond to
KWH consumed
Reactive power demand
Apparent power demand

True power demand

Impedance phase angle

Table 6: Fields covered in the Kissamos dataset.

By processing the above, we should end up with consumption pat-
terns of various types of consumers depicting as much as possible the
real situation of Kissamos.

A.1 REDUNDANT FIELDS
Some of the fields included in the spreadsheet can be considered re-

dundant for our initial approach. These are Street name, Street number,
City, Municipality and Date of measurement.
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ID of connection

Type of usage category
Invoice code

Invoice type

Number of days

KWH consumed

Table 7: The reduced set of fields of interest.

Table 8: Number of consumers of each type.

Type Count | Count without zero users
Residential 6263 5889
Commercial 1497 1381
Agricultural 298 271

Municipal 302 295

Public 75 68

Industrial 39 38

Public Law Entity 13 12

Total 8487 7954

While Reactive and Apparent power demand might give us some in-
formation about the types of the consumers, that would be beyond
the scope of the current project, as we cope most with actual power
consumption, thus the only field needed is KWH consumed. The afore-
mentioned exclusions reduce the fields to the set shown in Table 7.

A.2 TYPES OF CONSUMERS

The next issue is categorizing consumers into specific and discrete
types. To achieve this, we must take a look at the 40 different value
combinations of Usage category, Invoice code and Invoice type, as
shown in Fig 9. However, we choose to categorize them according to
the first column of Fig o, the usage category. The numbers of each type
are shown in Table 8.

A.3 MEAN CONSUMPTION CALCULATION

From each consumer, multiple measurements are provided during
the year. Based on this, we can derive the distributions that describe
daily consumption patterns and proceed further with the analysis.
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Figure 9: Categories of Kissamos consumers.

33
20
21
22
94
M3
40
41
]
42
20
25
2
22
90
20
N&
53
54
22
22
20
21
24
24
23
b
|
N2
21
10
"
36
74
6
5
12
75
T
v

TI3AP
AEPT
r21
r22
T33MT
MT-M
r216
r22e
B
r226
AEPT
r22
r21
r22
B1
AEPT
MT-M
r4/Mn
r4/Mn
r2z2
ra2z2
AEPT
r21
r22
23N
23H
@B
B2
MT-N
r21
B
M

m

@B
N
m
o
o

71



APPENDIX: REAL DATASET ANALYSIS

Table 9: Mean, minimum and maximum consumption for each type.

Type Mean KWH Min Max
(zero\no zero users) | (without zero users)

Residential 6.8588\7.2944 0.00107 83.69257
Commercial 23.1370\25.0804 0.00271 1022.49635
Agricultural 101.3737\111.4737 0.01219 1985.01832
Municipal 13.4569\13.7762 0.03003 84.49058
Public 69.2345\76.3616 0.00269 1937.73004
Industrial 104.5073\107.2575 0.20202 1830.61383
Public Law Entity 13.7733\14.9211 1.66666 64.45923

Note that measurements regarding reactive power are not taken into
consideration for simplicity.

For each couple of KWH and Days values, we come up with a mean
of each month (or four months) and afterwards with the mean of the
year, according to the procedure shown in Algorithm 3.

Algorithm 3 Computation of y; and o?

Input: KWH, No.ofD ays (Multiple values for each consumer)
Output: {i, 52 (One value for each consumer)
for Vi (each consumer) do
for Vj (each measurement of the consumer) do
KWH 5 temp;

No.ofDavys

end forZ
L v tempj
Hi=""pr
for Vj (each measurement of the consumer) do

KWH 2 .
(No.ofDays) - tempZJ
end for
2 Z\fj temp2; 2
o =m ————+ — .
i I3 i
end for

The results for every usage category are shown in Fig. 10. The mean
consumption for each category is shown in Table 9, and the mean
variance is shown in Table 1o0.

To provide a better visualization, we transform our data x to log(x),
after removing consumers with zero consumption from our dataset since
such consumers cannot contribute to the scheme, neither affect con-
sumption patterns. Results are shown in Figure 10. Histograms of
means and variances for each class is summarized in Figures, 11 and
13. Another non-parametric way of obtaining a probability density
function of observed data is the Kernel density estimate. Kernel density
estimates are closely related to histograms, and can be smooth and
continuous, based on the kernel we use. The kernel density estimates
of means and variances for each class using a normal kernel function,
is shown in Figures 12 and 14.
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Table 10: Mean, minimum and maximum variance o2 of consumption for

each type.
Type Mean o2 Min Max
(zero\no zero users) (without zero users)
Residential 9.6054\10.3687 o 2200.371
Commercial 2560.2\2811.9 0 1769926.260
Agricultural 36689\40493 0 1759549.917
Municipal 19.9674\ 21.3080 0 1573.370
Public 9058.1\9990.6 0.000014452538 324108.367
Industrial 8227.2\8443.7 0.000332684800802729 | 138245.986
Public Law Entity 80.6619\87.3837 0.00444097754475337 865.332
uvs. o?
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10 10
° o oo el
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Figure 10: Means and variances of consumers based on their usage category.
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Histograms of log(means)
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Figure 11: Histograms of means for each usage category.

Distributions (Kernel Density Estimates) of means
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Figure 12: Kernel density estimates of logarithm of means for each usage
category.
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Histograms of log(var)
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Figure 13: Histograms of variances for each usage category.
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Figure 14: Kernel density estimates of logarithm of variances for each usage
category.
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A.4 PLAN FOR FUTURE EXPERIMENTS

Taking into consideration the aforementioned real world agent classes,
we can assume scenarios of consumption shifting operations where:

* every category participates

* residential, commercial and industrial consumers participate,
while public companies do not

* only residential
* every other category apart from residential

Also, the modeling of prosumers is quite easy, simply by assigning
negative values at the field of KWH consumed. Unfortunately, such
profiles are not provided in this dataset.
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