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Abstract

Energy storage is becoming increasingly important to maintain the stability of the grid, to
mitigate the intermittency of renewable generation and to reduce the peak demand in the
grid. However, if energy storage is not managed optimally, the utility and the users might
not be able to reap the benefits due to energy storage being an expensive technology.
Therefore this thesis provides and finds the long term optimal operation schedule for
non-ideal storage systems under real-time and arbitrary price increases and discusses the
impact of the optimal policy when used for peak shaving in the power grid.

Since the long term storage problem can be infinite when electricity prices increase
arbitrarily, an alternate formulation of studying the long term storage schedule by finding
the limit of the finite horizon solution is presented using convex optimisation and simulated
using the dynamic programming algorithm. Based on this formulation, we show that under
certain conditions, convergence and renewal points exists for ideal and non-ideal storage
systems with charging inefficiency and self-discharge. Because of the existence of renewal
points, the results in this thesis show that future demand and price do not affect the
scheduling decisions before the renewal point for a given convergence time, allowing to
investigate the behaviour of the long term schedule by investigating the properties of the
finite horizon solution with convergence.

The major findings on the structure of the optimal storage management schedule show
that for ideal storage systems, the marginal generation cost is constant while storage
does not fully saturate or empty. However for energy storage with charging inefficiency,
fluctuations in generation are seen that depends on the efficiency of the storage. For peak
shaving with inefficient storage systems, the simulations show that a trade-off exists in
purchasing a smaller more efficient storage device or a larger less efficient storage device to
achieve the same amount of peak shaving. Additionally, the same amount of peak shaving
can also be achieved for a range of efficiency values for smaller energy storage systems
allowing utilities and users to benefit if the utility provides a cheaper storage system
for peak shaving and cost savings. Finally the structure of the generation schedule for
storage devices with self-discharge shows that the generation would increase exponentially
due to the self-discharge and that having rapid price increases greater than the rate of
self-discharge caused the generation schedule to decrease exponentially, suggesting that
moderate price increase could balance the generation and provide better peak shaving in
the grid.
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Chapter 1

Introduction

As increasing demands are placed on an aging electricity grid, there is an increased need to
incorporate energy storage to smooth the peak demand placed on the generation, transmis-
sion and distribution system. To minimise demands in the network, the storage systems
are usually placed near the loads, so that the energy storage systems are able to store
power during low demand periods from the grid, and supply power to the loads during
peak demand. Because of this, utilities are trying to encourage customers to install en-
ergy storage systems in households to reduce the peak demand in the grid, by providing
price incentives for the customers to shift their energy consumption using energy storage.
With recent developments in more advanced storage technologies and the reduced cost of
storage systems, the use and operation of energy storage to manage demand and reduce
the variability of renewable generation has become an popular and much needed area of
research [1, 2, 42, 48, 54, 55].

The use of energy storage in the power grid affects two groups of stakeholder: the end
users who consume energy and pay for it, and the utilities who operate the generation,
transmission and distribution systems and need to maintain the stability and reliability of
the grid, while reducing the operational cost in providing electricity. These circumstances
forces both the utility and the user to consider the behaviour of energy storage under op-
timal operation conditions. In particular, both stakeholders need to be able to implement
the best possible operation strategy considering electricity prices, user demand, genera-
tion cost and the most suitable storage system based on the storage device characteristics,
such as capacity and energy loss. Therefore in this thesis we investigate and study the

structure of the long term optimal solution in managing demand and reducing energy cost



for the stakeholders by using energy storage systems under real-time and arbitrary price
increases.

For users to be able to profit from using energy storage, the utility needs to set elec-
tricity prices to reflect the demand in the grid, so that users charge their storage devices
during low prices and discharge when the prices are high. That is, high demand would
see high electricity prices and low demand would cause the real-time electricity prices
to reduce, encouraging users to charge their energy storage. However,with peak oil and
reducing energy resources, it is also necessary to factor in the rapid increase in energy
prices which ultimately affect the overall cost of generation for the utility. This requires
the study of the long term optimisation of energy storage under rapid price increases,
that will ultimately help the utilities and users understand the implication and trade-offs
associated with using energy storage for cost minimisation and peak shaving in the grid.

The operational optimisation of energy storage can be quite complex, when consid-
ering that it has to be able to anticipate future saturation and starvation of the storage
system [15], by factoring in future demand and electricity price trends. This is especially
true when looking at the long term optimisation of energy storage. In the context of long
term energy storage, the utility or user might choose to buy and store energy early and
save it for a long period to use when prices are much higher than the daily price peaks,
possibly reducing the desired peak shaving in the grid, especially when future price trends
increase rapidly. As a result we see that it is necessary to study the effects of the storage
on the long term optimal solution under such price trends.

The long term storage scheduling problem with arbitrary price increase, typically re-
sults in an infinite horizon energy storage cost minimisation problem that results in a total
infinite cost if the average cost per stage is increasing. Because of this, we first models
and provide an alternate method of analysing the finite horizon(short term) energy stor-
age problem, and use its structural properties to study numerically the behaviour and
optimal solution for the long term energy storage problem with charging inefficiency and
self-discharge. Here, the inefficiency of a storage device is the loss of energy during the
charging and discharging phase of the storage, and self-discharge for a storage device is
a form of energy loss due to internal chemical reactions in chemical storage or friction in
flywheels that occurs over time. Therefore since the inefficiency and self-discharge of a

storage system are characteristics that result in the loss of energy from a storage device,



it is possible that the utility might have to generate more in order to compensate for the
energy loss when using an energy storage system between the utility and the user. Because
of this we see it important to study the impact on the structure of the optimal schedule
cause by such non-ideal characteristics of energy storage. As a result, we individually
study the impact on the cost and peak shaving for the above mentioned inefficiency and
self-discharge, and show the structure of the optimal charging and generation schedule
due to these storage characteristics. Moreover, we also discuss the trade-offs for the utility
and the user and the change to the total generation by considering the storage capacity
and storage loss under real-time and arbitrary price increases.

This thesis thus investigates and discusses the structural properties of the infinite
horizon optimal storage scheduling problem, for cost minimisation and peak shaving under
different electricity pricing mechanisms and demand trends, when using energy storage
systems. Based on these structural properties, the implications and trade-off for the
utility and users are presented, considering separately the inefficiency and self-discharge

losses for different capacity energy storage systems.

1.1 Outline and Contribution of the Thesis

The outline of each chapter and the contribution of this thesis is presented as follows,

1.1.1 Chapter 2

This chapter contains the background and overview of the research carried out in optimis-
ing the use of energy storage systems in the grid. Here we show the algorithms, pricing
mechanisms, optimisation methods and storage characteristics considered when optimally
managing the schedule of energy storage for demand management and other grid based

optimisations. Based on this, the focus of our research is introduced.

1.1.2 Chapter 3

In Chapter 3 we proposes a model for minimising the operational cost of generation using
energy storage. The optimal solution of the model is then presented and used to analyse
the structural properties of ideal energy storage systems. The structure of the optimal

solution when using an ideal energy storage shows that the marginal generation cost is



constant between storage saturation and empty points, which also results in the generation
being constant between such points under constant price increase. Furthermore, by using
the optimal expression for energy storage, we show that the finite horizon solution of the
storage and generation schedule converges in finite time 7" under certain conditions, and
that renewal point exist for some time t € (0,7") for which the storage schedule of any
optimal problem with terminal storage level b(T') € [0, B] is the same for any time ¢’ < t.
Further even when the time horizon is extended, we show that the renewal point stays
the same, which allows us to decouple the long term solution into multiple finite horizon
solutions and study the behaviour of the long term scheduling problem.

Therefore, the main contribution of this chapter is to demonstrate the above men-
tioned structural properties and to provide an alternate method to study the infinite
horizon infinite cost storage problem. Furthermore the the optimal charging and genera-
tion schedule are also numerically simulated using dynamic programing and the behaviour

of the scheduling decisions are demonstrated in this chapter

1.1.3 Chapter 4

This chapter extends the ideal energy storage system to incorporate storage with charging
inefficiency and shows the structural properties of the optimal solution with losses due
to inefficiency. This chapter shows that for a storage device with charging efficiency, the
marginal generation cost is not constant when the storage level b € (0, B) as an ideal
storage device, but instead fluctuates between some upper and lower value.

This chapter also investigates the peak shaving behaviour when using inefficient energy
storage under real-time prices and arbitrary price increases. We show that for smaller
storage systems, the peak shaving remains the same for a range of efficiency values, which
allows a utility to purchase a less expensive more inefficient storage device to provide to
the user, based on the assumption that the utility is willing to provide the storage device
for the user for peak shaving in the grid. Further we also show that a trade-off exists
to provide the user with a larger less efficient storage system or a smaller more efficient
storage system to provide the same amount of peak shaving. Additionally, chapter also
discusses the effect of rapidly increasing prices on peak shaving in the grid, and discusses

the impact of inefficiency on the total generation of the grid with real-time prices.



1.1.4 Chapter 5

Chapter 5 discusses and presents the structural properties for energy storage systems with
self-discharge. Here we demonstrate that the optimal generation schedule exponentially
increases due to the increase self-discharge, and that this increase in generation is greater
at higher rates of self-discharge which increases the peak generation of the system. We
also demonstrate that the structure of the generation schedule is such that whenever the
generation decreases for a low rate of leakage, the generation also decreases for a higher
rate of leakage. Conversely, whenever the generation jumps up for a high rate of leakage,
it also jumps up for a lower rate.

Additionally, we carry out a study on the behaviour of peak shaving when using en-
ergy storage devices with self-discharge under rapid price increases. We show that the
structure of the generation schedule due to self-discharge causes the optimal generation to
be piecewise increasing and that the increase in prices cause the the optimal generation to
be piecewise decreasing, which results in the possibility of a cancellation in which steadily

increasing prices can improve the effectiveness of peak shaving.

1.1.5 Chapter 6

This is the last chapter of the thesis containing the conclusion and possible future work

in the area of optimal operation of energy storage in the grid.
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Chapter 2

Background and Literature

Review

This chapter gives the background and overview of other research that has been carried
out in modeling and optimising the usage of energy storage systems. The algorithms,
pricing mechanisms, storage characteristics and peak shaving are discussed providing a
short description of the research in each area. Finally, the focus of our research and the

research issues that we will address in our thesis are presented.

2.1 Overview

The electricity grid is responsible for supplying power on demand to many households and
businesses, making it one of the most complex and critical infrastructures to maintain. The
grid needs to be reliable and stable through balancing energy supply and demand [53].
One of the key issues with this static behaviour in generation and demand is that the
grid also must supply energy during sudden peak demand. This sudden demand requires
utilities to use more expensive fast ramping generators [23] that provide the required extra
power than the planned base load generation in the grid. Moreover, this peak generation
on the grid can cause a strain in the grid which can result in blackouts [14]. Because of
this, utilities are interested in employing methods that will allow them to reduce the peak
demand by providing users with incentives to manage and shift their demand from high
peak periods to low peak periods [5].

One proposed method to shift user demand is by autonomously scheduling user ap-



pliances, which require certain appliances such as air conditioners and washing machines
that can be scheduled to operate at off peak periods based on price signals sent by the
utility reflecting the demand in the grid. That is, if the demand in the grid is low, the
electricity price will be low allowing users to use their devices during such periods. Sim-
ilarly, high price signals indicate high demand in the grid, so the devices will shift their
operation schedules to a different period [48, 54]. A second proposed method to manage
demand in the grid is by using energy storage to store energy during low demand and to
supply energy to user loads during peak demand periods [15, 23, 42]. In this thesis, we will
investigating the latter scenario, where energy storage is used to manage and optimise the
user demand, and reduce the operational cost for the utility by reducing the required peak
generation, also known as peak shaving. As per our problem setting in section 3.2, we are
interested in optimising the charging and generation schedule when using an energy stor-
age device installed between the user(s) and the utility to satisfy a single user or aggregate
user demand using the power drawn from the electricity grid. Therefore, this chapter will
present the literature that shows the optimisation and management methods for ideal and
non-ideal storage systems for cost minimisation and peak shaving. Furthermore, we will
also show how our research will contribute to finding the structural properties of non-ideal

storage systems with real-time and arbitrary price increases.

2.2 Modeling and Optimal Scheduling of Energy Storage

Systems

The energy storage management and scheduling problem has been studied from the per-
spective of the end user [15, 23, 29, 30, 62] as well as the utility [9, 11, 37, 38, 59]. In
general, the literature optimises the storage schedule, finds the structure of the opera-
tional schedule or investigates the optimal sizing of the storage for different objectives
and storage characteristics. These studies are usually carried out considering the short
term(finite horizon- minutes, hours, days) or the long term(infinite horizon- months, years)
management of energy storage when having either deterministic or stochastic demand and
prices.

Chandy et al. [15] study the finite horizon optimal policy for a single generator and

single load using dynamic programming and discuss the structural properties of the gener-



ation and storage policy. In particular, they look at minimising a total convex generation
and a holding cost, which applies a penalty for not having a certain storage level for an
ideal energy storage device. Similar to Chandy et al. in [15], Van de ven et al. [62] also
looks at the optimal policy when minimising the cost of generation subject to determin-
istic user demand and prices. However, instead of looking at the short term cost, [62]
studies the long term optimal policy using Markov Decision process and shows, that the
optimal policy has a two threshold structure that requires the storage to charge when the
storage level drops below the lower threshold and discharge when the storage level is above
the upper threshold. Koustsopoulos et al. [38] also look at the long term optimal energy
storage problem, but instead of considering the profit for the user, they consider the cost
minimisation for the utility when using energy storage. Similar to Chandy et al. in [15],
the electricity cost in [38] is a convex function of the power drawn from the grid, modeling
the fact that each extra unit of generation needed to serve the user is more expensive as
the required generation increases. In [38], Koustsopoulos et al. derive a threshold based
optimal policy similar to [62] for the infinite horizon case, but using an on-line algorithm.
Finally they show that the performance of their algorithm approaches the optimal policy
as the storage capacity increases comparing their results with the dynamic programming

algorithm.

2.2.1 Algorithms Used for Optimisation

Since our main aim is to investigate and understand the structure of the long term storage
solution, we use the fact that the solution solves a dynamic program (DP) similar to [45,
15, 24, 37, 38, 62] to numerically simulate the optimal schedule for the energy storage
problem. Since dynamic programming (in section 3.5) allows a complex optimisation
to be solved by solving smaller sub problems which lead to the optimal solution of the
original problem, it provides a per stage and overall minimum cost for the given complex
cost minimisation problem with energy storage. Dynamic programming has also been
used in optimal management for electric vehicles [56]. In the case of Romaus et al. [56],
dynamic programming is used to optimise the size and the usage of a car battery.
Though dynamic programming has been used by many to optimise the short and
long term energy storage problem, others [30, 58, 61, 65], have proposed or used different

algorithms to solve the storage problem. Here Urganokar et al. [61], develop an algorithm



that provides near optimal performance as storage size increases, for optimal management
of energy storage in data centers. They use a technique which requires no prior knowledge
of the workload known as Lyapunov optimisation,which is used to reduce the average
operational cost of electricity by using UPS(uninterruptible power supply) systems in
data centers. As mentioned above, they show that for their algorithm, the deviation from
optimality reduces as the storage capacity increases.

On the other hand, Sortomme et al. [58] use a method called particle swarm optimiza-
tion (PSO), to manage the optimal dispatch and consumption of energy for micro grids
which contain localised renewable generation, energy storage and loads. Further, in [30],
Huang et al. consider the problem of energy storage management to maximise the user
profit, for a user that is able to buy and sell energy to and from the power grid. For this
they develop an algorithm called Demand Response with Energy Storage Management
(DM-ESM), that does not require statistical knowledge of the system dynamics unlike the
Dynamic programing algorithm.

Other on-line algorithms such as Receding horizon control(RHC) and Model predictive
control (MPC) have also been used by [39, 64] to optimise the scheduling of energy storage
under real-time pricing. These on-line algorithms carry out the optimisation dynamically
by finding the optimum for a finite window including the current and future states of
the horizon and progress forward in time while updating each of its states in real-time
to provide a more accurate optimisation based on the updated state. The advantage
of these algorithms compared to dynamic programing is that the optimal decision can
be updated progressively through the horizon as the demand and price signals change.
Finally, Linear programming is used by Youn et al. in [65] to minimise the operational
cost of a small power producing facility that can buy and sell energy to the grid. Here they
make assumptions about the distribution of the load and the on-site generation facility to

determine the optimal operation of the energy storage device.

2.2.2 Overview of Objectives for Scheduling Energy Storage

As stated by [15, 26, 38, 39, 62], the energy storage problem with variable demand and
pricing is non linear and non convex, and hence requires non linear and more complex
methods to optimise the use of energy storage. Most of the literature in the area of optimal

use of energy storage apply convex optimisation to model the energy storage problem with

10



pricing to find a global optimal solution quickly and efficiently. Lin et al. [44] solve their
power dispatch problem by solving a piecewise quadratic cost function. Lavaei et al. [40]
provides sufficient conditions under which a non convex optimal power flow problem can
be solved as a convex problem. In both [40] and [44], the optimal power flow problem of
the grid that aims to find an optimal operation to minimise some cost function based on
generation or transmission losses is non-linear and hard to solve. As a result, both [40, 44]
show that by using convex optimisation it is possible to solve this complex non-linear
optimal power flow problem. Based on this [15, 26] solve the problem of optimising the
usage schedule for single and distributed energy storage systems respectively. Similar
to the literature in the area of optimal energy storage management our objective is to
minimise the cost of generation. In our model we assume that our generation cost is
convex, allowing us to efficiently optimise the energy storage problem. Further, since the
convexity of generation relates to an increase in the overall cost for every extra unit of
power generated; minimising a convex cost also models the fact that we want to reduce
our generation to shave the peak in the grid, thereby reducing the cost and the strain on

the grid.

2.2.3 Pricing Schemes for Optimising Energy Storage

Another important aspect of modeling and scheduling storage is the pricing signals that
are set by the utility, to reflect the strain and other factors affecting the grid. Some of

these common pricing schemes are [5, 47],

e Time of Use (TOU) pricing, where electricity prices are charged according to peak,

mid-peak and off peak periods of the day.

e Critical peak pricing (CPP), where an additional charge on top of the TOU is applied

for power drawn beyond a certain threshold.

e Real time pricing (RTP), where users are charged according to price fluctuations in

real-time, usually applied every 30 or 60 minutes.

For our research we are particularly interested in real-time prices, where the utility applies
some time varying price to reduce peak demand in the grid. A study that looks at
optimising the operation strategy for energy storage systems based on real-time electricity

prices to benefit the user is carried out by Weihao et al. in [29]. Weihao et al. compare two
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types of energy storage systems with inefficiency and compare the benefit for the user based
on the performance of the schedules storage system based on Denmark’s real-time pricing.
They show that even though a battery with higher efficiency has a better performance in
shifting user demand and reducing cost for the user, the cost of the storage affects the
payback period making the battery with lower efficiency more profitable to install, since it
is cheaper than the battery with a higher efficiency. These studies show that the scheduling
decisions are affected by the battery characteristics as well as the user demand and pricing
signals applied by the utility. Xu et al. [64] optimise the storage schedule under demand
and price uncertainties. They observe the scheduling decision due to the variations in the
day-ahead pricing and real-time pricing using MPC. Their case studies show that by using
MPC, the electricity cost can be minimised under price and load uncertainties.

The problem of scheduling residential energy consumption with real-time prices is
carried out by Mohsenian-Rad et al. in [47]. Though their studies are for scheduling
residential devices and not using storage, the results are applicable to storage, since their
scheduling algorithm provides a method to shift demand by storing energy during low
electricity prices and uses the stored energy during peak electricity prices. Their results
show that a user can decrease their payment up to 25% and at the same time the utility can
reduce their peak to average generation ratio to 38%, which results in both a reduction
in cost for the user and peak shaving for the utility. Korpaas et al. [37], optimise the
operation schedule of energy storage for wind power plants in electricity markets and show
that by choosing the proper sizing of storage it is possible to take advantage of hourly
variation in pricing. Harsha et al. [27] look at the long term average cost minimisation
of renewable generation with energy storage when using real-time pricing. Harsha et al.
also use dynamic programming to optimise the scheduling behaviour of energy storage
and generation. Their work mainly focuses on the profitability of storage, showing that
for storage to be profitable under their policy, the ratio of the amortized cost of storage
to the peak energy price should be less than 1/4.

The literature shows that the utility set pricing plays an important role in scheduling
and optimising the storage schedule. However, the literature does not consider situations
where electricity prices rise arbitrarily due to fuel shortages or other grid related expenses.
Though such as [38, 62] literature consider the effect of inflation on the optimal schedule,

they do not discuss or model scenarios for which prices can rise faster than the rate of
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inflation. That is, the cost per stage as well as the long term cost is unbounded due
to rapid increases in pricing, which results in an infinite horizon infinite cost problem.
One method to handle this increase in cost is by applying a weighted limit as suggested
by [20], but since we are interested in arbitrary rates of increase, such a technique does
not apply. Therefore subsequent chapters of this thesis will contribute by providing an
alternate method to solve and observe the structure of the infinite horizon infinite cost
problem.

The foregoing work assumes the load is fixed. The alternative to this is to schedule
demand optimally. These studies on optimising energy usage range from scheduling house-
hold devices with and without energy storage and scheduling storage for Electric Vehicles
(EV) [63, 42, 57, 49]. Particularly, Wu et al. [63] looks at minimising the energy purchase
cost by optimising the charging and discharging of energy storage for EV power demand.
Their research focuses on the algorithm that minimises the purchase cost while being able
to meet the power demand of the EV. A study that looks at optimising the scheduling for
household devices and energy storage on the other hand is carried out by Li et al. [42].
According to Li et al., these storage devices can be batteries that are bought specifically
for saving cost or PHEVs (Plug-in hybrid electric vehicles). Here Li et al. maximise a
utility function that benefits both the customer as well as the utility in the way that the
customer purchases electricity and the way that the utility sets the real-time prices. Their
results show that by maximising these functions, the utility can reduce the peak in the grid

and the customer can benefit by reducing their electricity bill when using energy storage.

2.3 Non-ideal Energy Storage

The characteristics of energy storage devices are also factors that affect the charging
and generation scheduling behaviour. That is, characteristics such as storage capacity,
inefficiency, self-discharge, discharge time, depth of discharge etc. [31] determine the energy
lost from the device, the time it takes to charge the device and how fast the device can be
charged and discharged, which affect the optimal operation of a storage system. Faghih et
al. [23] research into the optimal use of storage with ramp constraints and price elasticity
for a finite horizon. The ramp constraint of the storage limits how fast power can be drawn

in and out of a storage system. Their studies provide the optimal policy using non-ideal
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storage and also demonstrates that a user can profit by selling energy to the grid when
prices are above some mean value and charge the storage device only when the prices
are below a certain threshold, similar to [62]. Similarly, Bejan et al. [9] model a storage
system with ramp constraints that limit the rate of charging and discharging, to study the
behaviour of large scale fast response storage with wind power. Here they use the storage
to find a trade-off between the wind spill, which is the energy lost due to excess generation
from wind power, and the use of expensive fast response generators. Han et al. [59] also
looks at balancing the loss of energy and the use of fast ramping generators with the use of
energy storage. In their studies, the storage device is considered to be inefficient, with both
charging and discharging efficiency, where the charging efficiency is the ratio of charged
power to the power input and the discharge efficiency is given by the the ratio between
the output power to the power discharged. Their result is for balancing both loss and
fast response generation based on a threshold policy which decides when to use the fast
response generation based on how much loss is profitable for certain charging/discharging
efficiencies of the storage system.

Gast et al. [25] extend the model by Bejan et al. in [9] to study the performance of
energy storage with energy efficiency and wind prediction. They provide trade-off bounds
on the energy loss due to both wind spill, storage efficiency and fast response generation.
Unsurprisingly, they show that when the storage is non-ideal and the charging/discharging
efficiency 17 < 1, the total energy loss and fast response generation will be positive regard-
less of the storage size. This suggests that the efficiency of a storage device impacts the
storage and generation scheduling decisions in the grid, possibly increasing the amount of
generation required due to the loss in energy as expected. The problem of managing wind
energy commitments with co-located inefficient energy storage is discussed by Bitar et al.
in [11]. Bitar et al. demonstrate that the problem can be solved using convex program-
ming and that the solution results in trade-offs between storage capacity and expected
profit. Their main results show that a storage policy that always stores the maximum al-
lowable energy is optimal when there is surplus generation, but the overall profit depends
also on the price of the storage device. As indicated in [11], the capacity of the storage
plays an important role in storing and providing power. Additionally, the efficiency of the
storage can also affect the price of the storage device. Because of this, we have observed

the behaviour of the optimal scheduling solution to understand the cost and peak shaving
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trend with increasing storage capacity and charging/discharge efficiency.

Though many [28, 39, 50, 62] model the the charging/discharging efficiency and self-
discharge of energy storage, they do not discuss the qualitative effects of these non-ideal
characteristics with decreasing efficiency, increasing self-discharge or storage capacity.
Kraning et al. in [39] look at modeling and optimising multiple storage devices to op-
erate as a single storage device by using receding horizon control (RHC). The objective
of their problem is to minimise the average cost of operating the storage devices. Here,
they consider the trade-off between battery sizing and storage cost. Though larger storage
devices provide better performance, they are more expensive; therefore Kraning et al. [39]
minimises this trade-off between the average cost per stage and the initial cost of the
storage device. Similar to Chandy et al in [15], Kraning et al. [39] applies a penalty cost
for not being able to meet the required energy demand. As a result their research provides
a method to minimise the total operation cost taking into consideration the penalty cost,
by using convex optimisation for storage devices with charging/discharging efficiency.

The self-discharge of energy storage also affects the optimal scheduling decisions when
using energy storage, since it affects the amount of energy retained in the storage de-
vice over time [31]. This loss in energy can vary from low self-discharge in lithium ion
batteries to high self-discharge in flywheels [21]. Similar to the charging/discharging effi-
ciency, some papers [19, 39, 60] include self-discharge in their models, but do not consider
the qualitative effect of increasing self-discharge with time varying prices when schedul-
ing short term or long term energy storage. As mentioned above, though Kraning et
al. [39] include self-discharge in their modeling they do not investigate the impact of
such self-discharge of storage devices on the optimal behaviour of the schedule. Taylor et
al. [60] focus on storing and scheduling renewable variable generation using energy stor-
age in energy markets to profit multiple independent utilities. Their studies on storage
consider charging/discharging efficiency and self-discharge in energy storage systems with
capacity constraints on energy storage similar to our storage model. Devillers et al. [19],
consider storage self-discharge for energy harvesting communication systems with storage
constraints. Their objective is to maximise the amount of data transmitted by using energy
storage to store the harvested energy. Their model assumes a constant rate self-discharge
similar to our model. This demonstrates that research needs to be carried out by not only

modeling the efficiency for an individual scenario, but also by understanding the impact
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of increasing self-discharge by observing the structural properties of the optimal solution,
especially for long term storage, where the loss of energy can be significant over time.
Though the literature above models the energy storage problem with non-ideal char-
acteristic of energy storage, little exists on the the structural behaviour of the optimal
schedule due to non-ideal storage properties, especially energy loss. Because of this, we
study the structural properties of the optimal charging and generation schedule subject to
the influence of two effects that model the loss of energy when using energy storage. To
be more precise, the charging/discharging efficiency and the self-discharge of storage that
cause significant influence for long term energy storage. Moreover, we also discuss the
performance of peak shaving in the grid when using our optimal solution to store energy

in non-ideal energy storage systems.

2.4 Peak Shaving

Peak shaving is the reduction in peak power generation to satisfy some peak demand.
Peak shaving can be achieved by either reducing the demand by shifting or shedding load
in the grid; or by using energy storage to store power during low demand and supply
power during peak demand periods. This allows the utility to generate less during such
times. Since peak generation is expensive for the utility, and causes a strain on the grid,
some [35, 41, 44, 46, 51] have studied the methods of reducing the peak generation in
the grid by using energy storage. The reduction in cost of the electricity bill by peak
shaving is studied by Maly et al. [46]. Maly et al. use dynamic programing to solve the
optimisation problem by scheduling energy storage so that the generation in the grid is
minimised. Their result show that trough leveling is not optimal since the battery charges
faster when at minimum charge and that during off peak hours it is better to charge more
evenly since a higher charge rate is undesirable since it can cause the demand to peak
when charging the storage system. The authors state that by evenly charging the battery,
it will not only reduce the electricity bill but will also reduce the battery wear and tear.
Since their problem uses a TOU pricing model with peak and off peak pricing, the battery
can charge evenly during off peak periods. But for our studies, since we use real-time
prices the influence of such pricing may affect the scheduling decisions differently.

Oudalove et al. [51] minimise the customer electricity bill by using energy storage when
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the utility applies CPP. Their optimal policy shows that it is optimal to charge between
two peaks and that it is not optimal to charge for longer periods. Instead they suggest
that it might be more profitable to have shorter peaks to get a higher revenue which is
highly dependent on the fixed as well as the peak pricing. These results agree with [22]
Evan et al. that shows peak pricing rate and duration of peak demand affect the cost
saving obtained by peak shaving.

Apart from pricing, Bar-Noy et al. [7] show that the storage size also can affect the peak
shaving in the grid. They show that increasing the capacity of energy storage increases the
peak shaving capabilities of a grid, even with inefficiencies. However, we show that this is
not always the case since the inefficiency causes the generation to fluctuate between storage
saturation and empty points which results in a maximum allowable energy level for a given
demand profile. Therefore, our research focuses on understanding peak shaving capabilities
for energy storage devices with charging/discharging efficiency and self-discharge with and
without arbitrary increase in prices and increasing storage capacity. Since the loss affects
the amount of power deliverable by the storage device, we see it necessary to understand

the possible implication of such non-ideal storage devices.

2.5 Focus of our Research

The research in the area of optimising and scheduling generation and cost using energy
storage, shows that the cost model, the pricing and the storage characteristics affect
the optimal scheduling behaviour. Though many have provided methods to solve the
optimal storage schedule, little has been done to understand the structure of the long
term optimal solution, especially under real-time and arbitrary price increases. As a
result, our research focuses on optimising the energy storage problem and also studying
the behavioural patterns associated with the optimal solution for energy storage devices
with charging/discharging efficiency and self-discharge. Furthermore, we have applied
these structural results and investigated the peak shaving capabilities and cost saving for
the utility /user. Additionally, since the peak shaving only benefits the utility, we have
also investigated trade-offs that can be applied, so that the customer and the utility can
both save cost by reducing the peak generation, under the assumption that the utility is

willing to pass on some of the cost savings to the customer.
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Chapter 3

Energy Storage Model

In this chapter, a model is developed for an ideal energy storage device installed between
the generator and the customer to find the optimal scheduling behaviour that minimises
the total electricity cost. The model is solved using convex optimisation techniques and the
results of the optimal solution are used to prove structural properties that allow an infinite
cost infinite horizon problem to be studied in finite time. The resulting structural results
are then numerically simulated using dynamic programming to show the optimal charging

and generation behaviour for an ideal energy storage device.

3.1 Overview

Managing the demand in the electricity grid is essential for stability and reducing the
cost of generation in the grid. Sudden peaks in demand not only increases the cost of
generation, but can also cause power outages, especially when supply is not able to meet
demand. Therefore matching this supply with the consumption, shifting or reducing the
peak demand and maintaining the stability at minimum cost are some of the major con-
cerns for utilities [18]. Recent research has focused on methods of solving these problems
by deploying and managing storage devices near loads [7, 9, 15, 16, 17, 23]. These loads
can be daily user loads such as household devices, or more variable elements such as wind
turbines and photovoltaic systems. Then by installing storage devices between loads and
the utility, it is expected that the storage system would act as a buffer between the re-
quired generation and the user demand, so that the storage device can charge during low

price and demand periods to later satisfy the peak demand by discharging the storage
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system. So, to get the maximum benefit from energy storage systems, it is necessary
to properly optimise and schedule these devices to understand the implications of using
such devices, in lowering the utilities generation cost, and reducing the peak generation in
the grid. Though the cost minimisation in generation usually applies to the utility, here
we consider the scenario where users are also able to benefit from using storage devices,
provided utilities provide some price incentive for users reducing or shifting demand using
storage devices [5, 22, 29]. Such arrangements are possible if the utility employs prices
that reflect the demand in the grid known as dynamic pricing [8, 12], and also if the utility
is willing to provide users with storage devices. The latter suggestion is considered due
to the reluctance of users to purchase expensive storage devices which in the long term
might not provide a return on investment for the user. But if the utility provides the user
with such a device, then the user might be willing to install such a system, as long as they
can reduce their electricity bill. This price incentive will then not only benefit the user,
but will also ultimately allow the utility to reduce the peak demand in the grid.

Therefore, in this thesis we focus on optimising the storage schedule and finding the
structural properties of the optimal solution that will allow utilities and users to make
informed decisions when choosing storage device with different capacities and inefficiencies.
We discuss the the trade-offs between cost and storage characteristics such as charging
efficiency, self-discharge and storage sizing, that will allow the user and the utility to
decide on the 'type of storage device’ they wish to install. Particularly in this chapter
we investigate the potential of using energy storage to minimise the long term user cost
by optimising the charging and generation schedules and show structural properties that
are present when using an ideal energy storage system. At present though a short term
scheduling problem can be studied to minimise the user cost, the need for renewable
energy in the long term encourages us to investigate a long timescale for scheduling storage
systems [3]. This is because the availability and the demand for energy varies on longer
timescales [4].

Though this thesis mainly focuses on user type storage systems, our model and results
also apply to large scale energy storage systems that need to be scheduled in the long-
term. This is especially important when considering a future grid that is fully or partially
powered by renewable energy. Additionally, in subsequent chapters we will also study

the structural properties of the charging and generation schedules for non-ideal storage
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devices and explore the peak shaving benefit that results from using storage devices in the
grid with and without arbitrary price increases, allowing us to weigh the advantages and

disadvantages when installing storage systems between the utility and the users.

3.2 Problem Setting

The electricity grid relies on the balance between supply and demand. This means that
without energy storage, the power drawn from the grid g(t), should be able to satisfy the
user load d(t) at all time ¢ with g(¢t) = d(t). Now consider an isolated energy storage
system installed between the generator and the user load as shown in figure 3.1. This
system would enable the user to either consume energy directly from the grid, or to store
some energy b(t) in the storage device, by drawing power from the grid during low price
and demand periods, and using the stored energy at a later time when the demand and
electricity prices are high. In this setting, it would seem natural to optimise the usage of
the storage device by scheduling it, so that the total cost of generation is minimised. That
is,

Minimise Z Y(t)N(g(t)),
t=1

which is the total cost of generation. That is to say, we are interested in minimising
the long term(infinite horizon) cost with arbitrarily varying prices 7(.) and a convex cost
function representing a penalty for drawing high power N(.). However, this is not well
defined in the full generality of the setting we consider. Note that with the use of renewable
energy and a possible shortage of fossil fuels [43], the future prices of energy can increase
impacting the long term scheduling behaviour of large and small scale storage systems.
However, the impact on the cost due to varying energy prices are usually greater for large
scale storage systems which require seasonal planning in months and years [4]. Therefore
this motivates us to study the structure of problem (3.1) by taking the limit of of the
solution of (3.2)

Therefore, though our studies mainly focuses on user type storage systems, our model
and the structural behaviour in general can also be applied to large scale storage systems,
since our constraint on the storage allows us to choose the capacity of the storage system.

Usually without increasing prices, the long term cost minimisation can be carried out

by discounting the future costs, which models inflation and the fact that people are more
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interested in costs in the near future than those in the distant future. This discounting
of the long term cost, reduces the tail end of the total cost to zero, resulting in a finite
total cost as in [59, 62] for which an optimal solution can be found. In contrast, with
arbitrary increase in prices that rise faster than the rate of inflation and unbounded cost
per stage, the total cost of generation tends to be infinite for the above long term optimi-
sation. Therefore to analyse this infinite horizon total infinite cost problem an alternative
formulations in needed. This alternative approach uses the structure of the finite horizon
solution to understand the infinite horizon solution. That is, instead of looking at the
infinite sequence that solves a limiting problem, we look at the limit of the finite solution
sequences of the finite horizon problem, subject to additional constraint on the terminal
storage level of the finite horizon. Using these parameters, we will observe the structure
of the finite horizon solution for a simple ideal storage device and show that the charging
schedules with different terminal energy levels converge as the horizon 1" — oo under cer-
tain conditions. This convergence as shown later, will allow us to study the behaviour of
the finite horizon optimal solution and understand the behaviour of the infinite horizon

optimal solution.

Generation g(t)

Demand d(t)

n.C(1) D(t)

Storage level b(t)

Figure 3.1: System model where the storage device with charging efficiency 7. and self-
discharge /3, draws an amount of power C(t) or discharges D(t) to satisfy the user demand
d(t), resulting in an energy level b(t) in the battery. Here g(t) is the amount of generation
needed to satisfy both demand from the storage device and the user demand
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Therefore in section 3.3, we present a finite horizon model for the above system shown
in figure 3.1 for generation cost minimisation. Using this model, in subsequent sections,
we will study the optimal solution and show structural properties of the optimal solution
that will allow us to study the behaviour of the the long term charging and generation
schedules when using ideal energy storage systems. Further, we will use the dynamic
programming algorithm [10] to simulate this system and show numerically, the structural

properties resulting from the optimal solution.

3.3 Model

In this section we present a model that can be used to solve the optimal storage scheduling
problem discussed section 3.2. By optimally scheduling the charging(C(.)) and discharging
(D(.)) of a storage system with capacity B and storage level b(.) € [0, B], to satisfy user
demand d(.) as shown in equations (3.3)-(3.4); the model presented in this section aims
to minimise the total generation cost given in equation (3.2), subject to the additional
constraints on the generation, storage, charge and discharge levels in equations(3.5) -
(3.12).

To elaborate further, consider user(s) with demand d(¢) > 0, at each time slot ¢, and
an energy storage device of capacity B, with charging efficiency 7. < 1 and self discharge
loss factor 3, as displayed in figure 3.1. If no charging or discharging occurs the energy loss
in the storage is given by b(t) = b(t — 1). Then, for each time slot ¢, this energy storage
system draws power from the grid at a rate of C(¢) > 0. This storage system is also able
to satisfy the demand by discharging at a rate of D(¢) > 0, from the available energy
b(t) stored in the battery, and the storage has a maximum charge and discharge rate of
Chinaz and Dy,q. respectively. Then, the total amount of power that is needed to satisfy
the user demand and the demand from the energy storage is known as the generation g(t)
of the system. In the above system, the cost of drawing power from the grid is assumed
to have the form ~(¢)N(g(t)), for some time varying price ¥(.) and a nonlinear function
N(.), which is strictly convex in ¢(.), modeling the fact that peak generation increases the
power for the utility as well as the strain on the grid [15, 44].

The above setting then gives rise to an objective that requires the utility to minimise

the operational cost of the system, provided the savings from the minimisation is passed
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from the utility to the user, as an incentive for the user to shift the demand by using a

storage device.. Therefore a natural objective in minimising the generation cost would be,

argmin » (1N (g(1)) (3.1)
t=1

However, as mentioned in section 3.2, since we wish to study the long term scheduling
behavior for a system with arbitrary price increase, the above objective leads to an infinite
horizon infinite cost problem. As a result, instead of finding the solution to the limit of
the above problem, we will instead find the limit of the solution as T' — oo, for the finite

horizon objective given below,

arg min Y " y(t)N(g(t)) (3:2)
1

Note that this is an offline problem with deterministic quantities, for which the storage
dynamics are explained by the decision variables g,b,C, D, and it is not equivalent to
solving the problem in equation (3.1). This is because a solution to the equation (3.1)
does not exists for arbitrary varying prices. Then for the above mentioned system in figure
3.1, with non-ideal storage, the amount of energy b(t) in the battery at each time slot is

given by,

b(t) = Bb(t — 1) +n.C(t) — D(t) (3-3)

where 7.C(t) of the power drawn is stored in the battery due to its charging inefficiency,
and only Sb(t — 1) of energy stored remains in the energy storage from the previous time
slot due to the battery’s self-discharge loss.

Then the system equation satisfying the user demand d(t) and the storage demand is

given as,

d(t) =g(t) — C(t) + D(t) (3.4)

In the optimisation to follow, it will not be optimal to charge and discharge the storage
device during a single time slot, and so min(C(¢), D(t)) = 0 for all ¢; this will be made
precise in lemma 1 below. Then during each time slot, the power drawn from the grid is

used either to satisfy the demand and charge the battery, or to discharge energy from the
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battery to satisfy the user demand according to equation (3.4).
Further, added to the above constraints on the power drawn and the storage level, the
system is also subject to additional constraints on the maximum and minimum storage

level, power input, power output and the minimum generation, which is given by,

b(t) >0, t<T (3.5)
B—bt)>0, t<T (3.6)

g(t) =0 (3.7)

C@t) >0 (3.8)

(Craz —C(t)) >0 (3.9)
D(t) >0 (3.10)

(Dymaz — D(t)) > 0 (3.11)

Finally, since we wish to find the limits to the finite horizon solution, we also impose

an additional constraint on the terminal energy level in the battery, which given by,

b(T) —bf =0 (3.12)

where bf € [0, B].
As a result, our aim is to minimise the total generation cost given by the objective

equation (3.2) subject to constraints (3.3)-(3.12) for some time ¢ € {0,...,T'}.

Lemma 1. For a storage device with charging inefficiency n. < 1, min(C(t), D(t)) = 0,

for any time t € (0,T).

Proof. Let S be a storage device with capacity B, self-discharge 8 = 1 and charging
inefficiency n. < 1.

Now let the optimal storage schedule at some time ¢ € (0,7) require the storage to
change its energy level by some = € (0, B). i.e b(t) — b(t — 1) = =, where b(t) and b(t — 1)
give the storage level at times ¢t and ¢ — 1 respectively.

First consider a scenario in which the storage device charges C(t) and discharges D(t)
at the same time t € (0,¢), i.e C(t) > 0 and D(¢) > 0 and its energy level z > 0. The

other case when z < 0 is symmetric.
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Then from equation (3.3) we get,

1eC(t) — D(t) = b(t) — b(t — 1) =« (3.13)

whence

C(t) = (z + D(t))/1e. (3.14)

The above equation gives the amount of power that needs to be drawn from the grid
by the storage device. Then, the generation ¢ (), required at time ¢, with demand d(t) is

given by equation (3.4) as,

g1(t) =d(t)+ C(t) — D(t) (3.15)

whence,

gi(t) = d(t) + (z + D(t))/n. — D(t) = d(t) + z/nc + (1 — ne) D(t) /nc- (3.16)

Next consider a storage device which cannot charge and discharge at the same time,
i.e min(C(t), D(t)) = 0. Then for a storage device that needs to increase its energy by z,
at time ¢, C(t) > 0, D(t) = 0. Then equation (3.14) gives,

C(t) = z/ne (3.17)

and the generation g¢3(¢) required from the grid is given as

g5(t) =d(t) + C(t) — D(t) =d(t) + C(t) = d(t) + = /n. (3.18)

Comparing equations (3.16) and (3.18), we observe that g;(t) > g5(¢). Since our objective
is to minimise the generation and the generation cost, as given by (3.2), we see that g;(t)
would be the optimum generation at time t. Therefore, for a storage device with charging

inefficiency 7. < 1, min(C(t), D(t)) = 0. O
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3.4 Optimal Solution Method

The optimisation problem, also known as the primal problem in section 3.3 with objective
equation (3.2) subject to constraints (3.3)-(3.12), can be solved by applying the Karush-
Kuhn-Tucker(KKT) conditions [13, 15] to the Lagrangian of the primal problem to find the
optimal value of the objective (3.2),denoted by p*. Here the KKT conditions give necessary
conditions of stationarity, primal and dual feasibility and complementary slackness for the
solution of primal problem to be optimal [13]. The complementary slackness conditions
of the KKT are feasibility conditions that eliminate points which violate the boundary
conditions given by the inequality constraints of the model 3.3. The dual feasibility of
KKT conditions are feasible points for the dual of the primal problem. The dual problem
of the primal problem is given by finding the best possible lower bound d* on the Lagrange
dual function (max{Lagrange dual function}) with d* < p*, taking into consideration the
equality and inequality constraint of the original problem. Here the Lagrange dual function
is given by taking the infimum of the Lagrangian which gives lower bounds on the optimal
value of the primal problem [13].

Further, since our original problem in section 3.3 is strictly convex, strong duality holds
for the primal and the dual, for any feasible point satisfying the KKT conditions [13].
This means that the solution to the dual is also the solution to the primal problem and
p* = d*. As a result, we know that by applying the KKT conditions we are able to find
the optimal expression for our energy storage problem. Therefore we first structure our
original problem by augmenting the weighted sum of the constraints with its objective to
give its Lagrangian, followed by using the KKT conditions to find the optimal solution for
our problem. This allows us to analyse the solution obtained by using the KKT conditions

to study the structure of the optimal behaviour of the original problem.
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The Lagrangian of the objective and the constraints in section 3.3 is then given by,

T

T
DN (g(t) + S 5(0)[b(t) - Bb(t — 1) — nC (1) + D(B)] — 3 AD)g(1)

h

I
B
=

(3.19)

where the Lagrange multipliers assigned to the constraints are given by p(t) for equation
(3.3), G(t) for equation (3.4), b(t) for equation (3.6), C(t) for equation (3.9), D(t) for
equation (3.11), A(t) for equation (3.7), b(t) for equation (3.5), C(t) for equation (3.8),
D(t) for equation (3.10) and € for equation (3.12).

Next by differentiating the Lagrangian L with respect to g(t), b(t), C(t) and D(t) and
applying stationarity conditions dL/dg(t) = 0,dL/db(t) = 0,dL/dC(t) = 0,dL/dD(t) =0

the set of resulting equations can be written as,

/ ~

YEN (g*(t)) — @ (t) = A*(£) = 0 (3.20)

pr(t) — Bpr(t+ 1)Lt < T) —b*(t) +b*(t) + & =0 (3.21)
q*(t) = nep*(t) — C*(t) + C*(t) = 0 (3.22)

p(t) =" (t) — D*(t) + D*(t) = 0 (3.23)

Next, by making the Lagrange dual variable ¢*(¢) the subject, and subtracting equation
(3.22) from equation(3.23), the expression representing the system equation can be written
as,

q(t) = %[(1 +ne)p” (t) + C7(t) — C7(t) — D*(t) + D*(1)] (3.24)

Similarly making p*(¢) the subject of equation from solving(3.21) gives,
T-1 )
P =D BT () = ()]t + e (3.25)

T=t

For the above problem the complementary slackness conditions from the KKT that
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apply for the inequality constraints are given by,

b*(t)b*(t) = 0 (3.26)

(B —b*(t))b*(t) =0 (3.27)
C*)C*(t) = 0 (3.28)

(Crmaz — C*(1))C*(t) = 0 (3.29)
D*(t)D*(t) =0 (3.30)

(Dimaz — D*(t))D*(t) = 0 (3.31)
g ON(t) =0 (3.32)

Here equations (3.26) and (3.27) provide values that are within the storage’s max-
imum and minimum capacity, followed by the complementary slackness conditions in
(3.28),(3.29),(3.30) and (3.31) which gives the lower bound and upper bound values for the
charging and discharging power respectively. Finally equation (3.32) gives the generation
feasible points that do not violate the lower bound of the generation.

Then, the optimal solution for our problem can be derived by substituting (3.24) and
(3.25) in (3.20) and applying the primal feasibility condition ¢g*(¢) > 0 and the comple-

mentary slackness condition (3.32) to give,

’

T-1
YON (g°(1) = 5 [(A+ne) (e + D 871" (1) = b°(7)) +C* (1) = C*(t) = D*(1) + D*(1)]

T=t

N =

(3.33)
as the dual formulation.

Here the left hand side of the equation represent the marginal generation cost and the
right hand side of equation (3.33) shows the factors affecting the marginal generation cost.
The right hand side of the equation shows, that future saturation and starvation of the
storage device, its charging efficiency, self-discharge,charging and discharging constraints
affect the scheduling decisions for the system when using energy storage.

Using this dual formulation, in sections 3.6, 4.4 and 5.4 we have analysed the structure
of the optimal schedule for ideal and non-ideal storage systems. The dual formulation
above has been used to prove monotonicity (2) of the charging and generation schedules.

Further, the behaviour of the generation and charging schedules, such as fluctuation in
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generation due to inefficiency, exponential increase in generation caused by self-discharge

has also been explained by using the dual formulation in equation (3.33).

3.4.1 Optimal Solution for an Ideal Energy Storage System

Let us first consider a system with an ideal energy storage device for the finite horizon.
Then, for this device n. = 1, 8 = 1 and Cirae = Dimae = 00. That is, there are no charging
or self-discharge losses or constraints on the maximum power drawn or discharged from
the storage device. Then, the optimal solution for the dual in equation (3.33) becomes,
T—1
YON (g7 (1) = [ D (1) = b"(r) + €] " (3.34)
=t

where ~(t)N'(g*(t)), gives the marginal cost of generation. Which is the change in total
cost when the generation cost increases by one unit. Equation (3.34) shows that this
marginal generation cost is affected by the Lagrange multipliers associated with the storage
energy level. The lower bound on the storage with complementary slackness condition
(3.26), is only active, when the storage fully discharges. Similarly, the upper bound of
the storage constraint is active only when the storage is fully saturated, according to the
slackness conditions in equation (3.27). Then, the right hand expression in equation (3.34)
shows, that the storage has to anticipate future saturation and starvation of the storage
system when deciding the optimal generation, similar to the optimal solution by Chandy
et al. [15]. But, since our optimal solution does not have a holding cost for the storage
level as in [15], the optimal marginal cost will be constant while the energy level in the
storage b*(t) € (0, B), but will change when the storage saturates or empties. To be exact,
the storage decides to discharge when the marginal generation is high after saturation,
and similarly charges after fully discharging which indicates a decrease in the marginal
generation cost.

Therefore when ~(.) is constant, due to the convexity of the generation cost N'(.)
in ¢g*(.), the generation will also have the same scheduling behaviour as the marginal
generation cost. That is, the generation is constant when b*(t) € (0, B), and the generation
increases when the battery fully saturates and decreases when the energy storage is fully
discharged.

For the ideal energy storage system solution given by equation (3.34), the value of the
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Lagrange multipliers b*, b*, e* are not known for each time ¢ € [0, 7). However, based on
the complementary slackness conditions (3.26) and (3.27), we are able to determine the
behaviour of the charging schedule. As a result, to numerically simulate the behaviour
of the optimal charging schedule for storage systems, we use the Dynamic programming
algorithm, which is able to give us the scheduling behaviour that minimises the total
generation cost by charging and discharging the storage system as explained in section 3.5

below.

3.5 Dynamic Programming

To simulate the energy storage problem, we have formulated a Dynamic Programming(DP)
algorithm that solves the storage model by considering the storage characteristics, gen-
eration and the demand of users in the power grid. Dynamic programming constructs
its optimal solution for the initial problem by finding the optimal solution for each sub-
problem. That is by solving smaller parts of a larger problem and then combining it to
provide the solution for the overall problem. Usually, with finite horizon problems, the
DP algorithm is applied to the tail sub-problem, or the final stage of the problem at the
end of the horizon since the final state to the system is usually known or specified [10].
Then DP iterates backwards solving each sub-problem until it reaches the initial state.
Therefore with DP, it is only necessary to know the the cost at the current state and the
optimal cost of moving from the current state to the next state, which is given by applying
Bellman’s equation [10].

N—
Ji(xg) = min{costy(zn) + Z costi(z;)} (3.35)

1=

—

where the minimum cost is taken across all control policies and the average over all random
disturbance, which in our case is the demand. The above equation gives the cost-to-go J(.)
from a particular state which is defined as the optimal cost for a (N — k) stage problem
starting at some state x and time k € (0, N) with a horizon time of N. In equation (3.35),
the cost-to-go J(z) at a particular state z and time k is given by, minimising the overall
sum of the terminal cost at time N and the sum of the costs at being in some state x at
each time moving backwards from N — 1 to k.

In our case, this would mean that the DP algorithm finds the minimum generation cost
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during each time step ¢ of the horizon so that it can minimises the total generation cost.
However, instead of applying the DP algorithm backwards, from the end of the horizon to
the start of the horizon as in equation (3.35), we have chosen to implement the forward
DP algorithm as described in [10]. According to Bertsekas [10], the optimal path from
some point pl to p2 in reverse is also optimal. Therefore with forward DP we will begin
from the start of the horizon and find the optimal cost recursively for moving from the
current state to the next state until the end of the horizon.

The DP algorithm evolves according to the state of the equation depending on the
given input and the control (decisions) applied to the system, which results in an optimal
solution to give the best path, or in our case the minimum cost. For our problem of

optimal scheduling of energy storage, we define the system parameters as follows,

e State: The energy level in the battery b(t) and b(¢ 4+ 1) which is the output of the

system once the control and disturbance is applied.

e System Equation: b(t+ 1) = f(b(t), g(t),d(t)), where t is the time or the stage of

the system with time horizon T

e Decision Variable: The generation of the system g¢(¢), which controls the amount

of generation
e Input to the system: The demand of the system d(t)

e Optimal Solution: The Generation schedule for the applied parameters. Using this
solution and the system equation we can get the charging schedule for the energy

storage.

The workings of the forward DP algorithm that finds the optimal generation and
charging schedules for some time horizon T, with terminal storage level b(T) is given

below.
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Algorithm 1 Forward DP algorithm for finite horizon generation cost minimisation,
equations (3.2)-(3.12)

> %Comment: input into algorithm-: initial storage level, final storage level, time hori-
zon, storage capacity, price v, demand, storage level discritisation%
input(b(0) , b(T) , T , B, price(.), d(.),Num_Levels)
> %Optimal cost array per time slot%
optimal _cost[T] = 0
nitial index = 1
> % Find minimum optimal cost of generation at start of horizon for each storage level
in array b(.) and initial storage level b(0). Here j and i are iterative indexes for the
current and next storage level in b(.)
for j do = 1:Num_Levels

9(j) = d(1) + b(j) — b(0)

optimal _cost = price(1) x g(j)?
end for
> % Moving forward in time, find minimum generation cost per stage for each time step
until time 7' — 1%
for t=2:T-1 do
> % The minimum generation is found iteratively for each storage level from zero to
maximum capacity B%

for j = 1:Num_Levels do

for i = 1:Num_Levels do

> % The generation is calculated for each storage level from zero to maximum capacity
B%
g(i) = d(t) +b(j) — b(i)
cost_per_stage(i) = price(t) * g(i)?
end for
> % Find the total minimum cost until time ¢ %
minimum_cost(j) = min(costper_stage + optimal_cost)
> % The index_of_minimum matrix stores the index of storage value with minimum
cost %
index_of _minimum(j,t — 1) = index(costper_stage + optimal_cost)
end for
> % Store the new array of total minim cost per stage as the current optimal cost %
optimal_cost = minimum_cost
end for
> % Find the minimum cost per stage and total minimum cost of generation at end of
horizon%
for i do = 1:Num_Levels
g(i) = d(T) 4 b(T) — b(i)
cost_per_stage(i) = price(N) * g(i)?
minimum_cost(1) = min(cost_per_stage + optimal_cost)
index_of _minimum(j, T — 1) = index(cost_per_stage + optimal _cost)
total _optimal _cost = minimum_cost(1)
end for
> %Find optimal storage and generation schedule by iterating backwards from b(7)%
for r do = 1:T-1
initial _index = index_of minimum/(initial _index,T — r))
bx (T —r) = b(initial _index)
gF(T—r)=dT—r)+bx(T—7r)=b"(T—r—1)
end for
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3.6 Structure of Optimal Solution

Since the infinite horizon total cost can be infinite with arbitrarily increasing prices, the
alternative method suggested in section 3.2, is to analyse the solutions of the finite horizon
problem as T — oco. Accordingly, in this section we investigate the structural properties
of the finite horizon scheduling solutions for different terminal battery levels, and show
that under certain conditions, the charging schedule converges in finite time. That is,
under certain conditions, any optimal storage schedule (b3, b3, b3..) having different termi-
nal storage levels (b],b3,b1...) at some time T, will converge to a storage schedule b}, at
some time ¢, where ¢t € (0,7) and b*(¢t) = 0 or b*(¢) = B. This result allows us to de-
couple the infinite horizon optimisation into multiple finite horizon problems and observe
the behaviour of the optimal schedule by using the finite horizon solution under certain
conditions.

In this section, we first show that the storage schedule is monotonic with respect to the
terminal storage level for an ideal storage device with . = 1 and 8 = 1. Secondly we use
the monotonicity results of the schedules to show that convergence occurs under certain
conditions. This allows us to use the finite horizon solutions to study numerically using
dynamic programming the behaviour of the charging and generation schedule. Further,
in Chapters 4 and 5 we will also show numerically, that convergence occurs and renewal
points exists under the same conditions in this section, even when the storage device has
changing inefficiency and self-discharge.

The theorems and lemmas presented below are for an ideal storage device with n. = 1,

B =1, Cpazr =00 and Dy,q, = 0.

3.6.1 Monotonicity

Let b1 (¢) be a solution to (3.2) - (3.12), where T is the horizon of the solution and z is the
terminal storage level of the storage device. So if limg_,o bL (¢) exists and is independent

of x, then we can define the optimal battery occupancy to be

b*(t) = lim b (t). (3.36)

T—o00

Then since b(.) uniquely defined g(.), this also characterizes the generation schedule.

Based on these parameters, the following subsection gives the monotonicity lemmas and

33



theorems.

Let b} be the optimal charging schedule given b1(7) = bf; and b5 be the optimal
charging schedule given bo(T) = bfs, where bf,bfs are two terminal storage levels for
a time horizon 7. Then Theorem 2, shows that both the optimal schedules b7, b5 are

monotonic in the terminal storage level bf.

Theorem 2. For any bfi,bfs € [0, B] with bf1 < bfa, we have that bi(t) < bi(t) for all
te[0,T].

Proof. Since bfy < bfa, the optimal solution of b} b3 gives, b7(T") < b3(7T'). Let us consider
a time ¢ € [0,7] which is the last time that bj(¢) = b5(¢). Such a time exists since we
know that by (0) = by(0). Then, from Lemma 3 below we know that b*(t') = b5(t) for all
t' € [0,t]. Also since we know that there is no such 7 € [t 4+ 1,T], that bi(r) = bj(7),
Lemma 4 states that bj(7) < b5(7). Then from Lemmas 3 and 4 below we see that b} and

b3 is monotonic in bf (i.e bi(t) < b5(t)).

Lemma 3. For any bfi,bfs € [0, B], if bi(t) = b5(t) for somet € [0,T), then b5 (t') = b3(t)

for all t € 0,t].

Proof. We prove by that bj(t) = b5(t) induction downward from ¢. Inductive steps: bj(t) =
b (t) implies bt (¢ — 1) = bi(t — 1).

Let Bi(t + 1) and By(t + 1) be the total generation cost from time ¢ + 1 to T', where
t € [0,T — 1], and bj(t) = b5(t) = A, with A € [0, B]. The cost of generation at time ¢ is
in the form ~(¢)N(g*(¢)) from the objective equation (3.2). Then the cost for b} and b}

can be expressed as,

YN (g1 (1) = (O N (b1(8) = b1(t = 1) +d(t)) = y(O)N(A = bi(t — 1) +d(t))  (3.37)

and

V(BN (g2(t)) = ()N (b3(t) = ba(t — 1) +d(t)) = y(O)N(A = by(t — 1) +d(t))  (3.38)

respectively. Furthermore, we know that the prefix up to time t¢ of an optimal solution,

is also optimal as in Dynamic Programming. Then, if b (¢t — 1), b3 (¢), ..., bf1 is an optimal
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path to bfy, b (t —1),b5(t), ..., bf2 is an optimal path to bfa, since bj(t) = b5(t). Therefore

the cost equations for the optimal solutions can be written as,

YON (b1 (1) = ba(t = 1) +d(t)) = ()N (A = by(t — 1) +d(t)) (3.39)

and

YON(B5(F) = b1(t = 1) +d(t)) = y(E)N(A = bi(t — 1) +d(t)) (3.40)

respectively.

Next let us assume to obtain a contradiction that b (t — 1) < bj(t — 1), where i,j €
{1,2}, and i # j, then the total cost from time ¢ to T for b by using equations (3.37) and
(3.39) is given by,

Bi(t+1)+~y#)N(A—=0bi(t —1)+d(t)) (3.41)

and

Bi(t+1) +v())N(A = bi(t — 1) + d(t)) (3.42)

Then by comparing equation (3.41) and (3.42) and using the fact that N is strictly

increasing we get,

Bi(t +1) + ()N (A = bi(t — 1) + d(t)) > Bi(t + 1) + () N(A — bi(t — 1) +d(t)) (3.43)

The above equation shows that it is optimal for b} to be at b;(t —1) at t — 1 instead of
b (t—1). This contradiction implies that for optimality, at time ¢t — 1, bj(t —1) = b5(t — 1)

as required. O

Lemma 4. For any bfi,bfs € [0, B] with bfy < bfy and any 7 € [0,T], if there is no

t € [1,T], such that bi(t) = b3(t), then bi(t) < b5(t) for allt € [1,T].

Proof. (Proof by Contradiction) Since there is no ¢ such that bj(t) = b4(¢), then the only
way for Lemma 4 to be false is if there is a ¢ for which b} (¢) < b5(¢) and bj(t—1) > b(t—1).

Let Ji(t), and Ja(t) be the optimal costs for bf and b5 respectively from time [0, — 2],
and Bj(t),B2(t) be the optimal costs for b and b} respectively from time [¢, 7] and b3 (0) =
b5(0). We will now define costs N{i, j} for ¢, j € {1, 2}, as the cost of going from b;(t—1) to
bi(t). Equation (3.2) gives the optimal cost from time [t —1, ] for b} and b5 as y(¢) N (g5 (t))

and y(t)N(g3(t)) respectively. Then, by substituting the constraint equation (3.3) for g*,
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we can express the cost functions as,

YN (g1(1)) = ()N (b1(F) — b1(t — 1) +d(t)) = v(H)N{1, 1} (3.44)

and

YN (g3(t)) = y(E)N (b3(t) — by(t — 1) +d(t)) = v(¢)N{2,2} (3.45)

Additionally, the cost from bj(¢ — 1) to bi(¢) at time ¢t and the cost from b3(¢ — 1) to

bi(t) at time ¢ can be expressed as,

V() (b2(t) = bi(t = 1) +d(t)) = ({)N{2,1} (3.46)

and

YON (b1 (8) = ba(t — 1) +d(t)) = y(E)N{1, 2} (3.47)

respectively.

Now the total cost for b7, and b5 to follow is original paths are given by,

Ji(t) +y(t)N{1,1} + Bi(t) (3.48)

and

Jo(t) + 7 (H)N{2,2} + Ba(t) (3.49)

respectively.
Further, also consider the total costs for two alternate schedules in which b] crosses

over to the path of b5 and b3 crosses over to the path of b after time ¢ — 1 given by,

Ji(t) + 7 (t)N{1,2} + Ba(t) (3.50)

and

Jo(t) + 4 (H)N{2, 1} + By (t) (3.51)

respectively.

Then, if the original path is optimal, the total optimal cost of the original path should
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be better than the alternate path for of b}, and

J1(t) + () N{1,1} + B1(t) < Jo(t) + y(t)N{2,1} + By (t) (3.52)

Similarly if the original path for b3 is optimal, then the total optimal cost for the

original path should be better than the alternative path, then

Jg(t) + ’Y(t)N{Q, 2} + BQ(t) < Jl(t) + ’Y(t)N{l, 2} + Bg(t) (3.53)

Next by adding equations (3.52) and (3.53) we get a cost relationship,

(J1(t) + Jo(t) + Bi(t) + B2(t)) + v(E)N{1,1} + v(t) N{2,2} < (3.54)

(J1(t) + Jo(t) + Bu(t) + Ba(t)) +v(H)N{1,2} + (1) N{2, 1}

Whence,

YE)N{L, 1} +~v(t)N{2,2} < v(t)N{1,2} +~(t)N{2,1} (3.55)

Now let’s also consider some z,y € R", and let X < min(z,y) and ¥ > max(x,y) and

X +Y =x+y. Then we can write z,y in terms of X Y as,

c=X+6Y -X)=(1-0)X+5Y 45€(0,1) (3.56)

and

y=(X+Y)—z=6X+(1-0)Y (3.57)

Since the cost function in equation (3.2) is strictly convex, we can write the costs
N(z),N(y) as,
N(z) < (1—=90)N(X)+IN(Y) (3.58)

and

N(y) < SN(X) + (1 — §)N(Y) (3.59)
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Whence

N (@) + N(y) < (1 — §)N(X) + SN(Y) + 6N(X) + (1 — §)N(Y) = N(X) + N(Y) (3.60)

Now by hypothesis b5 (t — 1) > b5(t — 1) and b3 (t) < b5(¢t). Then if X = b3 (t) — bj(t —
1) +d(t) and Y = bi(t) — b5(t — 1) + d(t) and {z,y} = {bj(t) — bs(t — 1) + d(t),b5(t) —
bi(t — 1) +d(t)}, equations (3.47), (3.56) and (3.46), (3.57) hold for the given X,Y, z,y.

Also note that the only way X = x or z =y is if bj(¢t) = b5(t) or bj(t — 1) = b5(t — 1),
which is false by hypothesis. Therefore the strict inequality in equation (3.60) holds. Then
by applying the same inequality as equation (3.60) to equations (3.44), (3.45),(3.47) and

(3.46) we get an cost relationship equation for the period t € [0, ] as,

Y(E)N{1,2} + v(t)N{2,1} < ~(t)N{1,1} + v(t)N{2,2} (3.61)

which contradicts the original cost relationship in equation (3.55)
Therefore it is not optimal for the battery to crossover at any time ¢ € [0,7]. Then

for any time ¢, bj(t) < b5(t) as required. O

3.6.2 Convergence of Finite Horizon Solutions and Renewal Points

Let b}, be the optimal solution to a problem with some end battery level k € [0, B], and
horizon length 7. In this section we establish that theorem 7 below shows that if the
optimal schedule with terminal battery level b(T') = 0, saturates above (b*(t) = B), or if
the optimal schedule with terminal battery level b(T") = B, empties below (b*(¢) = 0) at
some time ¢ € (0,7"), then both the optimal schedules will be the same at time t. As a
result, the optimal schedule for any time ¢’ < ¢, will also be the same. Even when the
horizon is extended to some time 7T”, using lemmas 5 and 6, theorem 7 shows that the
optimal schedule before ¢ remains the same. Therefore, we address this time or point ¢
as a renewal point or more accurately a quasi-renewal point for a lookahead time T, since
extending the horizon to T”, does not affect the scheduling decisions before ¢.

A quasi-renewal point differs from a renewal point, since for a renewal point, the storage
levels after time ¢t where the renewal occurs, does not affect the renewal process, and any
future changes in storage level does not affect the scheduling decisions for any time before

t. However, for a quasi-renewal point, the storage levels up to a look ahead time T >t
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is required and hence, it is only any change in storage level after time T that does not
affect the storage schedule before the renewal time t. Thus, using the above structure we
study the properties of the infinite horizon, infinite total cost problem by using the finite
horizon solution having renewal points for a certain lookahead horizon.

Finally, proposition 8 and lemmas 6 and 5 state that convergence occurs if and only if
the solution ending with a full battery saturates below or the solution ending with an empty
battery saturates above. This means that convergence will not occur when b*(t) € (0, B).
This can be explained by the complementary slackness conditions (3.26) and (3.27), for
which the dual variables b*(¢) and b*(t) are slack when b*(¢t) € (0,B). Therefore, the
convergence results are based on the structural property of the slackness conditions for
which, convergence can only occur when the storage level b*(t) = 0 or b*(t) = B. In
conclusion both theorem 7 and proposition 8 show that convergence occurs in finite time
provided b saturates above or b3 saturate below.

The theorems and lemmas below give structural properties for the convergence of the

finite horizon schedule as discussed above.

Lemma 5. If bg saturates below at some time t, then the optimal solution to any problem

pT

i » where j € [0, B), also saturates below at time t, and vE(t) = bjT(t’) for all time t' < t.

Proof. Consider the optimal solutions to two problems, one with x = B, bg and another
with z = j < B, b? with time horizon length T'. At some time ¢ € [0, 77, if b5(¢) = 0, then
at time ¢, b}r(t) = 0 by Theorem 2 (i.e due to monotonicity). Then by Lemma 3 we know

that b5(t) = b7 (t), for all t' <t O

Lemma 6. If bg saturates above at some time t, then the optimal solution to any problem

pT

1 7

where i € (0, B, also saturates above at time t, and b (t ) = bl (t') for all time t' < t.

Proof. Consider the optimal solutions for two problems, one with z = 0, bg and another
with z =i > 0,b with time horizon length 7. At some time ¢ € [0, T if b (t) = B, then
at that time b7 (t) = B, due to monotonicity and Lemma 3, we know that bl (t) = b7 (2),

for all ¢ < t. O

Theorem 7. If b5(t) = B or b (t) = 0, for some t € [0,T]. Then for all T > T,
bE (t') = bl (t') and b (t') = b} (t') for all t' <t and consequently, g% (t') = g} (t') and

g () =gl ()
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Proof. Given that bg saturates below at time ¢, consider a time a horizon of length T,
where the optimal solutions for two problems are b5, and bl. Here bL(T) > bI(T), and
k € [0, B). Then from Lemma 5, we know that b5 (') = bl (t'), for all t < t. Next consider
an extended horizon up to some time 7 = T”, where T > T. Then the optimal solutions
for the two problems for the extended horizon are given by bg and b}gl with terminal
battery levels B, k respectively, and bg (1) > b;‘gl(T’ ). Then at time T', the battery levels
are b5 (T), b} (T) € [0, B], and from Lemma 5 we know that for any battery capacity at
time 7" of b, it is optimal to saturate below at time ¢, giving b% (t) = b} (t). Then using
Lemma 3 we get b5 (') = bl (), for all ¢/ < t.

Similarly if we consider a time horizon of length 7', and the optimal solutions for two
problems b and bl, where bl (T) < bL(T), and k € (0, B], given that bl saturates above
at time ¢, and extended this problem also to a time 7’ as above. The optimal solutions
to the problems are also in the form b}  and bfl. Where b} (T") < bf/ (T"), and at time
T,05"(T), b} (T) € [0, B]. Then from Lemma 6 we know that for any battery level at time
T(bL"), it is optimal to saturate above at time t. This gives b (t) = b} (t), resulting in
bi'(#') = bl ('), for all ¢’ < t by applying Lemma 3.

Also note that at some time t where, T < # < T", if b5 saturates below at time f.
Then by Lemma 3, bk (£) = b} () and b5 (') = bl ('), for all #/ < £, or if or b}’ saturates
above at time # b}’ (£) = b} (f) and b (t') = b} (¢), for all ¢/ < f. So Theorem 7 holds for
any t' < t.

Finally, since b5 (') = b1 (') or b}" (') = bl ('), by applying equations (3.3) and(3.4)
the generation also converges giving g5 (t) = gl (t') or ga (') = g ('), for all t' < ¢

O

Proposition 8. Ift € (0,T) is the last point such that b5(t) = bl (t), then either b5(t) =0
or bl (t) = B.

Proof. (Proof by Contradiction) The only way that Lemma 8 can be false is if b5(¢) =
be () € (0, B).

Let ts € [0,t) be a point where both b = bl', which must exist since b, = b3. Also let
tbound € (t, T] be the first point where either bg(tbmmd) = Bor bOT(tbound) = 0, which exists

since b5 (T) = B and b (T) = 0. At time ¢ from equation (3.34) the marginal generation
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cost of both b% and b{ is given by.

YON (g5(6) = [ D (bo™ (1) = bo" (7)) + "] " (3.62)

YON (g5(8) = [ D (0" (1) = bp"(7)) + €B"] (3.63)

T=t

Also from the complementary slackness equations (3.6) and (3.5) we have that b*, b*
are inactive when b*(t) € (0, B). Therefore for any time ¢, € (ts, thound), the marginal
generation cost in equation (3.62) and (3.63) are constant. So if at time ¢, b5 (¢) = bT'(¢), by
Theorem 7 and equation (3.3), g5 (t) = ¢¢(t). Further, since the marginal generation cost is
constant for any time ¢, € (ts, thound), the generation at any t, is given by g3 (t.) = g6 (tu)

and so b5(t,) = bl (t,). Hence bl b% cannot converge for any b*(t) € (0, B). O

In conclusion the structural results show that convergence occurs at some finite looka-
head T', provided the storage fully saturates at some time ¢t € (0,7T") for a charging schedule
with terminal storage level b(T") = 0; or if the storage level fully discharges at some time
t € (0,T), for a schedule with terminal storage level b(T) = B. This point ¢ at which sat-
uration or emptying occurs is known as a renewal point, and for any time ¢’ < ¢ before the
renewal point, both the charging and generation schedules will remain the same. More-
over, even when the lookahead is extended to some T’ > T, the future changes in demand
and pricing will not change the renewal point, yielding the same scheduling decisions for
any time before the renewal point. Therefore, since future conditions such as demand
changes and price fluctuations beyond the renewal point do not affect the current optimal
action, the finite horizon solution can be decoupled to study the long term scheduling

decisions for energy storage and generation.

3.7 Numerical Results

The optimum charging and generation schedule that minimises the generation cost was
simulated by implementing the dynamic programming algorithm in Mathlab, with the
optimisation carried out for both household and aggregate utility data. In this section we
simulate the structural properties and show that renewal points exist when the optimal

charging schedule for the storage ending full, saturates below, and the optimal charging
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schedule for the storage ending empty fully charges. Moreover by extending horizon we
also show that future changes in demand beyond a given lookahead do not affect the

scheduling decisions before the renewal point.

3.7.1 Data Set

We have used both household and aggregate price and demand utility data as input in
optimising the storage and generation schedules. To simulate the energy storage problem
we use real-time 30 minute aggregate state demand (MW) and pricing data($/MWh) in
2012 from the Australian Energy Market operator (AEMO). The demand and pricing
data used for the simulations in this thesis are taken from the state of NSW (New South
Wales) and VIC (Victoria) during the months of March and July respectively. For the
household data, we have used individual household demand data taken from the Energy
Disaggregation Research data set [36]. The demand data set has been recorded for 10 real
households named as {house 1,2,...,10} for 119 days. The data recorded for the household
uses the power data which has been recorded at intervals of 1s. We used the 1s data and
taken the average demand for each household for 30 minute time slots.

For all of our simulations we assume that our cost N(.) is quadratic and in the form
N(g) = ap + a1g + azg® for as > 0 similar to the assumptions by Chandy et al. in [15].
Furthermore, our simulations use discrete charge levels b*(t) € [0, B], where B is the
storage capacity. The influence of this discretisation is visible for the generation schedule,
especially during periods where the generation remains constant as explained in section
3.4.1.

In this as well as subsequent chapters we use the above mentioned data set and param-
eters for the simulations, which will be used to study and discuss the structural properties

of the scheduling decisions when using energy storage.

3.7.2 Structural Properties of the Charging and Generation Schedules
with Constant v

Figures 3.2 and 3.4 show the charging and generation schedule of the 10 day horizon for
housel using a 1kWh storage device. Here bf1 and Generationl show the charging and
generation schedules when the storage level b(T') = 0, followed by bf2 and Generation2

which gives the respective charging and generation schedules when the storage level b(T') =
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B. Figure 3.2 shows that the last renewal point occurs on the 9th day, when bf1 saturates
above. Further on the same day, even when bf1 empties below just after the renewal point,
we can see that bf2 stays above bf1. This is due to the monotonicity of the schedules in
b(T). So due to the monotonicity and the convergence on the 9th day, it is clearly visible
that both bf1,bf2 have the same charging schedule before the renewal point, which is
also true for the schedule in figure 3.4 which shows convergence of the generation schedule

until day 9 of the horizon.

bf2
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Figure 3.2: Charging schedule of housel for a 10 day horizon using a 1kWh storage system
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Figure 3.3: Charging schedule of housel for a 14 day horizon using a 1kWh storage system

This behaviour is also visible for the aggregate NSW state data showing the 20 day
charging and generation schedules for a 22500MWh storage system in figures 3.6 and 3.7

respectively. For the state data, the last renewal point can be seen on the 18th day, when
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Figure 3.4: Generation schedule of housel for a 10 day horizon using a 1kWh storage
system

the storage level saturates above at B = 22500M Wh. Therefore, the charging schedule
in figure 3.6, and the generation schedule in figure 3.7 have the same solution for both
bf1,bf2 and Generationl, Generation2 respectively, until the renewal point on day 18.
Then since the schedules with terminal storage level b(T") = 0 and b(7") = B converge, by
monotonicity in Theorem 2, any schedule with b(T") € (0, B) also converges.

The charging and generation schedule with the same settings for an extended 14 day
horizon for housel is given in figures 3.3 and 3.5 respectively. The last renewal point for
the 14 day lookahead horizon occurs on the 13th day, when bf2 empties below. But if we
look closely at the charging and generation schedules in the above figures from day 1 to 9,
it can be seen that the optimal path of the respective charging and generation schedules
are the same as for the 10 day horizon in figures 3.2 and 3.4 until day 9. This allows us to
observe the properties of the 14 day horizon using the 10 day horizon schedule. Similarly
for the NSW state data, the extended 30 day horizon charging and generation schedule for
the 22500MWh storage is given in figures 3.8 and 3.9 respectively. Here both bf1,bf2 have
the same schedule before this last renewal point, which is seen on the 25th day of the 30
day finite horizon solution. Further, by observing the charging and generation schedules
between day 1 and 18 for both the 20 and 30 day horizon aggregate NSW demand data,
it can be seen that the extended horizon has the same charging and generation pattern as
the 20 day horizon in figures 3.6 and 3.8. Consequently, this shows that future changes in

the aggregate demand have not affected the scheduling decisions before the renewal point
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Figure 3.5: Generation schedule of housel for a 14 day horizon using a 1kWh storage
system

on day 18 for the 20 day lookahead.

Based on these numerical results, it is clearly visible that convergence occurs when bf1
saturates above or bf2 empties below, creating a renewal point. Because of this renewal
point, future changes in demand will not affect the optimal scheduling decisions before
the renewal point. Therefore as T — o0, if renewal points exist for some ¢ < T, then the
finite horizon optimal solution can be used to study the structure of the long term total
generation cost minimisation problem. However, since the results above are for an ideal
storage system, in subsequent chapters we will also show numerically that renewal points
exist for storage devices with charging inefficiency and self-discharge, since the charging

inefficiency and self-discharge affect the starvation and saturation of the energy storage.

3.7.3 Optimal Schedule for an Ideal Energy Storage System

The optimal schedule for the ideal storage given in equation (3.34), shows that the marginal
generation cost is constant when b*(t) € (0, B), and when the marginal generation cost
increases, the storage device discharges from saturation to minimise cost, deciding to
charge only when the marginal generation cost decreases after the storage device has fully
discharged. Then under constant 7(.), the optimal generation solution is to keep the
generation constant when b*(¢) € (0, B) and to increase or decrease the generation upon
fully saturating or fully discharging the storage device. The structural properties of the

charging and generation schedule above are also visible for the numerical results shown
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Figure 3.6: Charging schedule of NSW for a 20 day horizon using a 22500MWh storage
system

in figures 3.8 and 3.9. The figures display the charging and generation schedule for the
NSW aggregate state data, for a 30 day horizon using a 22500MWh storage system. Here,
convergence occurs on the 25th day and therefore the scheduling decisions before the 25th
day are the same for the storage system with any b(T) € [0, B].

The storage schedule on the 2nd day shows that the storage fully discharges and
subsequently fully saturates once again only on the 4th day. If we observe the generation
schedule in figure 3.9 for the same period, we see that the generation has a downward
jump on the 2nd day when the storage fully discharges, and remains constant while b*(t) €
(0, B). Later, on the 4th day, there is an upward jump in the generation when the storage
fully saturates. Notice that the generation when b*(t) € (0, B), is not exactly constant.
This slight fluctuation in generation seen when charging and discharging, is due to the
discrete storage levels used during simulations. Therefore, for continuous charge levels, the
scheduling would show that the generation is constant when b*(¢t) € (0, B). Then based
on these numerical results and the analytical results in section 3.4.1, the structure of the
generation schedule when using an ideal storage device is to have constant generation
when b*(t) € (0, B), and to change the generation when the storage is fully saturated or
empty.

Using the above property for the generation,subsequent chapters will compare numer-
ically the properties of the charging and generation schedules when using storage systems

with charging efficiency and self-discharge. By studying the properties of the optimal
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Figure 3.7: Generation schedule of NSW for a 20 day horizon using a 22500MWh storage
system

solution, we will discuss the behaviour of non-ideal storage systems, when used for peak
shaving with cost minimisation. Additionally, the chapters will also investigate the per-
formance in peak shaving under arbitrary price increases, when using non-ideal storage

devices to reduce the power cost for the utility and the user.
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Figure 3.8: Charging schedule of NSW for a 30 day horizon using a 22500MWh storage
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Chapter 4

Energy Storage with Charging

Inefliciency

This chapter extends the ideal energy storage system to incorporate charging/discharging
efficiency in energy storage systems, to investigate the structural properties of the charging
and generation schedule. First, we show numerically that the structural results for an
ideal energy storage can be used to study the inefficient energy storage problem. Then
we demonstrate numerically, the behaviour of the storage and generation schedule under
real-time and arbitrary price increases. Finally we discuss the peak shaving capabilities
for increasing storage capacity and storage efficiency using numerical results generated for

both household and aggregate utility demand.

4.1 Enmnergy Storage Inefficiency

The overall efficiency n of a storage system is given by the ratio between the energy input
and output energy from the storage system [31]. This limits the amount of energy that
can be drawn from a storage system. Most storage systems lose energy due to internal
energy losses or due to losses from converting energy from its original form to a storable
form and vice versa. In this chapter we model the energy loss due to conversion knows as

the charging/discharging efficiency for energy storage.
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4.1.1 Charging/Discharging Inefficiency

A storage device can be inefficient while charging and or discharging. The charging effi-
ciency 7. < 1 of a battery is the amount of power discharged over the power drawn into the
storage system. Conversely the discharging efficiency 1y < 1 gives the ratio of the power
supplied to the load over the power drawn from the storage device. The usual reason for
charging/discharging efficiency is due to conversion losses in the battery. The energy lost
when converting power from the grid to a storable form of energy results in the battery
being inefficient while charging. Similarly, the conversion loss from the storable form to a
consumable form results in the discharging efficiency of the energy storage system. This
charging and discharging inefficiency results in an overall efficiency known as the round
trip efficiency n and is given by n.ng < 1.

In this chapter the non ideal energy storage system is modeled with both charging
and discharging efficiency and the numerical results are simulated for charging efficiency
of 1. < 1, which means that 7. * originalpowerdrawn can only be stored in the energy
storage system. The discharging efficiency of the non ideal battery is assumed to be g = 1
for our numerical results, allowing the power drawn from the battery to be used fully to
satisfy the demand without loss. The implication of having ny = 1, is that it is more
favourable for the storage to supply power than to draw power from the grid. Table (4.1)
below shows an example of the charging/discharging efficiency values for selected chemical

storage systems.

Storage Type Lead Acid | Nickel Cad- | Sodium Lithium ion | Sodium
mium Sulphur Nickel
Chloride
charging/ 80 70 up to 90 95 90
discharge Effi-
ciency%

Table 4.1: Efficiency values for chemical energy storage systems [1]

4.2 Verifying Solution for a Non-ideal Energy Storage Sys-

tem by Simulation

Since the utility or a user has the option of choosing between many types of energy

storage systems with different charging/discharging inefficiencies, it is important to study
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the behaviour of the charging and generation schedule for these inefficient storage types.
Even with inefficient storage devices, we are still interested in the long term optimal
scheduling behaviour with arbitrarily increasing price, to understand the structure of the
optimal schedule and to investigate the benefits of using storage system for both the utility
and the user as mentioned in section 3.1. Furthermore, due to arbitrary price increases,
the total cost of our model (section 3.3), which minimises the generation cost tends to
infinity, as discussed in section 3.2. Therefore, the original problem of finding a solution
for a system with an infinite total cost still exists.

In Chapter 3 we showed that the solution to the infinite horizon problem with un-
bounded cost per stage and arbitrary price increases exists, if the optimal charging sched-
ule for the solutions to the finite horizon problem ending at b(7') = B and b(7") = 0, both
either saturate above or below for a fully efficient energy storage system. As a result we
wish to do the same by numerically investigating the structure of the optimal schedule and
showing that theorems 2 and 7 are true even when using an energy storage system with
charging inefficiency. To demonstrate that the theorems mentioned above are true, we use
dynamic programing to simulate the charging schedule of an energy storage system for
the finite horizon problem with objective min Zthl ~v(t)N(g(t)), and show that renewal
points exists even when the battery is inefficient. To be more specific, we will numeri-
cally demonstrate that when the charging schedules of a storage with terminal conditions
b(T') = 0 saturates above or b(T') = B empty below, at some ¢ < T; the charging schedule
of the problem with b(T") € [0, B] for any 7" > T will also converge at t. Because of this
even when the horizon is extended from T to T”, the charging schedule up to time ¢, will
be the same for both the lookaheads T and T”, creating a renewal point that can be used
to decouple the problem at time T'. Therefore if renewal points exist even when using a
battery with charging inefficiency, the solution to the infinite cost problem can be stud-
ied by observing the decoupled finite horizon problems. This allows us to investigate the
structural properties of the charging and generation schedule for energy storage systems

with charging inefficiency by using the optimal finite horizon solution.

4.2.1 Renewal Points with Charging Efficiency

Figures 4.1a and 4.1b show the charging schedules for a energy storage of capacity B =
22500M W h, with n. = 90% for the March 2012 NSW demand profile for 20 and 30 day
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Figure 4.1: 20 and 30 day charging schedule for an energy storage system with charging
inefficiency showing renewal points

horizons respectively. Here bf1,bf2, are the optimal charging schedules for a battery which
terminates empty and full at the end of the horizon respectively. The 20 day schedule shows
that both bf1,bf2 have the same charging schedule until day 16 when the storage empties
below. Similarly the 30 day schedule also shows both bf1 and bf2 saturating above on the
26th day of the scheduling period. Therefore for the 20 day and 30 day horizon, we see
that the respective 16th and 26th day periods are convergence points. If we also compare
the scheduling behaviour of figures 4.1a and 4.1b until the 16th day, we can see that both
the 20 day and the extended 30 day horizon have the exact same charging schedule This
suggests, that future demand does not affect the charging schedule as long as the battery
energy level converges below. This is also the case if the battery saturates above. Because
of this we assume that theorems 2 and 7 are true even for an energy storage system
with charging inefficiency. The above results illustrate the existence of convergence points
under the conditions in theorem 7. Further simulations that we carried out on household
data and other state data in Australia also have shown that renewal points can exists
even for storage systems with inefficiency provided bf1 saturates above or bf2 saturates
below. Therefore using these results allows us to continue studying the optimal charging
and generation schedule for the infinite horizon problem by studying the decoupled finite

horizon problem as done in chapter 3.
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4.3 Optimal Marginal Generation Cost with Charging Inef-

ficiency

Section 3.4 in the previous chapter proved that the marginal generation cost for a battery
with charging efficiency and self discharge depend on the inefficiency, self-discharge rate,
the charging and discharging constraints and the future saturation and starvation of the
energy storage system. Since here we are interested in studying only the impact on the
optimal schedule due to charging inefficiency we assume that § = 1. Based on this
assumption the optimal schedule for an energy storage system with charging inefficiency

is given by,

T-1
[(1+me) D (" (r) = b*(7) + C*(t) = C*(t) = D*(1) + D*(1)]* (4.1)

T=t

!

TN (97(1) =

N | =

The above optimal solution and the complementary slackness conditions 3.6 and 3.5
indicates that the marginal generation cost for a battery with inefficiency is affected by its
charging efficiency 7., and that the marginal generation cost is constant for b*(¢) € (0, B)
while the battery is charging or discharging. That is since the Lagrange multipliers b*
and b* are inactive when the storage b*(¢) € (0, B) due to conditions 3.6 and 3.5, then the
marginal generation cost will also be constant according to the left hand side of equation
4.1. Then using the above optimal solutions and the simulations using dynamic program-
ing, the remainder of this chapter will focus on analysing the structural properties of the
charging and generation schedule, for energy storage systems with charging inefficiency.
Furthermore, based on these structural properties we will investigate the impact on peak

shaving different types of energy storage systems.

4.4 Structural Properties with Charging Inefficiency

This section describes the structural properties of the charging and generation schedules
energy storage systems with charging inefficiency based on the optimal behaviour shown
in the previous section. Here we will numerically study the optimal scheduling behaviour
when using energy storage and prove generalizations for the results based on the observed

structure. To study the optimal solution we initially assume that the time varying price
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v(.) = 1. Since the time varying cost is assumed to be constant, the marginal generation
cost for the problem becomes N'(g*(t)) and for the simulations N'(g*(¢)) = 2¢*(¢). This
means that the marginal cost changes purely based on the generation fluctuations due to
the convexity of our cost function. Based on these characteristics we will first investigate
the behaviour of the charging and generation schedule for an energy storage system with

charging inefficiency using the optimal solutions obtained using dynamic programing.

4.4.1 Generation Schedule for Energy Storage Systems with Charging

Inefficiency

As explained in chapter 3, the marginal generation cost for a fully efficient battery changes
only when the charging/discharging rate limit is hit. Further, due to the convexity of
the generation cost in ¢g*(.), the optimal generation will also be constant while b*(¢) €
(0, B), increasing and decreasing the generation only when the battery saturates or empties
respectively. But this is not the case with a batteries having charging inefficiencies.

Figures 4.2 and 4.3, show the generation schedule for NSW and housel demand profiles
respectively. The NSW generation schedule is given for two energy storage systems both
capacity B = 22500MWh and efficiency n. = E = 0.9 and 1 (figure 4.2). Similarly
the household generation schedule is simulated for three different batteries with capacity
B = 0.5kWh and efficiencies . = E = 0.8,0.9 and 1 (figure 4.3). Both figures show
that the generation schedule for the inefficient battery fluctuates between some upper and
lower value, and that during certain periods the generation and hence the marginal cost
remains constant. This effects is more clearly evident by observing figure 4.2 from day
4 to 8, where the inefficient storage generation changes fluctuates between 7500MW and
8500MW, while the fully efficient energy storage generation remains constant at 8200MW.
Note that the slight fluctuations in generation seen during constant marginal generation
cost is due to the discrete storage levels used as explained in section 3.7.1.

To understand the behaviour of fluctuating generation further, lets first observe the
charging and the generation schedules for a 22500MWh energy storage system with 90%
efficiency as shown in figure 4.5. The figure shows that the generation always dips to a
lower value when it starts charging and remains constant while it continues to charge. In
contrast when it starts to discharge the generation increases and then remains constant

while it discharges. Similar fluctuations in generation are also seen for the housel demand
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Figure 4.2: Generation schedules for fully efficient and 90% efficient energy storage systems
using NSW demand profile

profile as shown in figure 4.6, for a 0.5kWh battery which is 90% efficient. The figure shows
small dips in generation occurring during the charging phase and the generation increases
again when the battery starts to discharge. Then based on these results for charging
and generation schedule for an inefficient energy storage system and the comparison of
generation schedules as shown in figure 4.2 and 4.3, it can be seen that the fluctuations
occur only for the inefficient storage, and that if an efficient energy storage was used, these
fluctuations will be constant. Then using these results and by using the optimal solution
in section 4.3 we can say that the generation dips when the storage starts to charge and
the generation jumps when the storage device starts discharging.

These bounds on generation fluctuations can be explained by solving the dual problem
equations in section 3.4, as shown below

First by adding equation (3.22) with (3.23) and substituting equation (3.25) we get,

T-1

(1=ne) (Y [0°(7) = b*(7)]F) = C*(t) = C*(t) + D*(t) — D*(t) (4.2)

T=t
Secondly by adding equations (4.2) and (3.33) we can represent the marginal generation
cost without discharging constraints as,
T-1 B )
YON(g°() = ne Y (b*(r) = b°(7)) + C*(t) — C*(t) (4.3)
T=t

Similarly by subtracting (4.2) from (3.33) we can get the marginal generation cost that
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Figure 4.3: Generation schedules for fully efficient and 90% efficient energy storage systems
using housel demand profile
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Figure 4.4: Generation schedule for a 90% efficient 0.5kWh battery for the housel demand
profile from 12.30am to 1.30am

excludes the charging constraints by,

YON (g°(1)) = Y (b (r) = (7)) = D" (1) + D*(¢) (4.4)
T=t

Analysing both equations (4.3) and (4.4), we see that (b*(7) — b*(7)) increases when
the battery fully saturates from complementary slackness condition (3.27), since b*(7) > 0.
Similarly b*(7)—b*(7)), decreases when the battery full discharges based on complementary
slackness conditions (3.26), since b*(7) > 0. Further, while the battery level (b*(t) €
(0, B)), the value of (b*(7) —b*(7)) will remain constant, similar to the fully efficient energy

storage system. Looking at equation (4.3), it can be seen that the marginal generation

cost when charging is not only affected by the constraints on the battery, but it is also
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Figure 4.5: Generation and charging schedules for the NSW demand profile using a
22500MWh energy storage with 90% efficiency

affected by the charging constraints C, C' and the charging efficiency .. Similarly, equation
(4.4) shows that the marginal generation cost and hence the optimal generation when
discharging is affected by the discharging constraints D and D.

Based on the on complementary slackness conditions (3.28) and (3.29), it is known that
the constraints are inactive when the storage device is charging and hence the Lagrange
multipliers C = C' = 0. So when the marginal generation cost lower by a factor of 7. and
b*(t) € (0, B), according to equation (4.3) the battery will start to charge. And while the
battery is still charging, the marginal generation cost will remain constant until either the
battery fully saturates, or until it is optimal to discharge the battery before saturation.
During this time, it is optimal to also decrease the generation by a factor of 1 — 7, and
remain at constant generation until the battery starts to discharge. When the battery
starts to discharge and b*(t) € (0, B), this means that the marginal generation cost has
increased by a factor of 1 — 7., according to equation (4.4) and complementary slackness
conditions (3.30) and (3.31) showing inactive discharging constraints. So when the battery
starts to discharge, due to the convexity of the generation cost in g*(.), the generation
will also increase by a factor of 1 — 17, and maintain constant generation while discharging.
As a result it can be seen that the generation fluctuates by 1 — 7., whenever the battery
starts to charge or discharge.

An example of these bounds can be observed from the scheduling behaviour shown

in figures 4.5 and 4.6. From the 4th to the 8th day in figure 4.5 when b*(t) € (0, B),
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Figure 4.6: Generation and charging schedules for the housel demand profile using a
0.5kWh battery with 90% efficiency

the generation of the energy storage system when discharging is approximately 8500MW.
Subsequently, when the generation decreases to approximately 7600MW, the storage is
in charging mode. This is approximately a 10% decrease in the generation for an energy
storage system with efficiency 7, = 0.90. This trend is also seen for the housel demand
profile as shown in figure 4.6. Between 12midnight and 6am on day two, when b*(t) €
(0, B). The battery is seen to have high and low generations as explained earlier. If we
look at the zoomed in view for the same day in figure 4.4 from 1.00 am to 1.30 am, it can
be seen that the generation when the battery starts to charge decreases to ~ 0.308kW
from 0.342kW, which is a 10% decrease for the 90% inefficient battery used for housel.
Because of this, it can be demonstrated, that for inefficient energy storage systems,
g*(charging) = (1—n.)g*(discharging), whenever the battery starts to charge or discharge
when b*(t) € (0,B) and C*(t) = D*(t) # 0. But if the battery does not charge or
discharge and C*(t) = 0 and D*(t) = 0 as in figure 4.5, the complementary slackness
conditions(3.28), (3.30), and the optimal solution (4.1) indicate that both the lower bound
charging and discharging constraints C(t), D(t) are active. This results in fluctuations in
between the upper and lower generation values as seen on the 9th day in figure 4.5. This
clearly shows that the inefficiency of the energy storage impacts the optimal generation
schedule of the system and that the bounds on these fluctuations depend on the inefficiency
of the battery 7., when b*(¢) € (0, B). Furthermore as shown in figures 4.7 and 4.3, these

fluctuation in generation seem to increase with increasing inefficiency, since the amount
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of power lost when charging the battery increases with its inefficiency.
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Figure 4.7: Generation schedule for 22500MWh energy storage systems with increasing
inefficiency

4.4.2 Charging schedule for Energy Storage Systems with Charging In-

efficiency

The charging behaviour of a storage device changes with the inefficiency of a storage
system. Due to the loss in energy when charging or discharging a storage device, the
charging/discharging trend will be different for storage devices when considering decreasing
battery efficiency. Therefore in this section, we discuss the trend of the charging schedule
for storage systems with different charging inefficiencies.

As explained in section 4.4.1, for both a fully efficient and inefficient battery, the
marginal generation cost will decrease when the battery is fully discharged, and it will
increase when the battery is fully saturated, causing the battery to charge and discharged
based on the optimal generation. But unlike the fully efficient battery, the marginal
generation cost for an inefficient battery also changes when b*(¢) € (0, B). Because of this,
an inefficient battery will start to charge when the marginal generation cost decreases by
a factor of 1 —n. and it will start to discharge when the marginal generation cost increases
by a factor of 1 — 7.. As a result, the charging schedule for an inefficient energy storage
will have a different optimal path to that of the fully efficient energy storage system.

Figure 4.8 shows the charging schedule with increasing inefficiency values for an energy

storage system with capacity B = 22500M Wh. The efficiency values 7. range from a
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fully efficient battery to a 50% efficient battery, and is simulated for the NSW demand.
The charging schedule trend in general shows that as efficiency decreases, the amount
energy level in the battery and the frequency at which the energy storage is charged also
decreases as expected. The reason for this trend is the power lost when charging and
inefficient battery, which increases as the efficiency of the battery decreases causing the
storage to have a lower usable energy storage level. Interestingly figure 4.8f shows that
for our state demand profile, it is better not to charge the battery at all, but to instead
satisfy the demand directly from the grid at high inefficiency values. For a particular
demand profile, the decision on not charging the battery or having a lower amount of
charge in the battery can also be attributed to the generation fluctuations of an inefficient
energy storage explained in section 4.4.1. As seen from figure 4.7, when the inefficiency
of the storage increases, so does the fluctuation in generation. But for an energy storage
system with high inefficiency, these fluctuations in generations are higher and the amount
of energy stored in the battery is lower. But since the optimal solution tries to minimise
the cost of generation, it will not be optimal to charge a highly inefficient battery if the
generation increases beyond any of the peak demand values. At this point, it will be
optimal to satisfy the demand directly from the grid without using the battery. The
housel charging schedule for a 1kWh battery also shows similar behaviour as shown in
figure 4.9. Remarkably, for the household demand, it is still optimal for the battery to
be used even at a higher inefficiency of 50%. But since the loss of energy and fluctuation
in generation increases with highly inefficient batteries, we can also expect the household

data to behave similar to the state data at extremely high inefficiencies.

4.5 Peak Shaving

Reducing the peak generation in the grid by either shifting the demand or by using energy
storage to supply energy during peak demand from energy stored during low peak demand
is known as peak shaving. In this section, we will investigate the effects of peak shaving
for increasing storage capacity and increasing inefficiency, with and without real time
prices (RTP). Our aim is to be able to study the performance of peak shaving by applying
the optimal control solution for energy storage devices with charging inefficiency. Based

on these performance results, we will discuss properties that users and utilities need to
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consider when choosing and energy storage system for peak shaving.
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Figure 4.10: Housel demand and price curves for 2 days
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Figure 4.11: NSW demand and price curves for 20 days

4.5.1 Peak Shaving with Constant v

The generation cost for the utility increases due to the high peak demand in the grid.
This increase in peak demand requires the utility to use more expensive fast ramping
generators to satisfy the user demand [23], which increasing the cost of generation and
high capacity transmission and distribution networks for the utility. As a result, the
utility’s main objective for demand management is to minimise this generation cost by
providing incentives for users to shave the peak demand in the grid [5]. Since the utility

wishes to minimise the cost of generation, we will first take a look at the peak shaving
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performance for both the household and state demand assuming that our time varying
cost v(.) = 1 is constant. Then the generation cost to be minimised is given by N'(g*(.)),
where N'(g*(.)) = g*(.)? for the numerical results.

The demand in the grid for both housel and NSW is given in figures 4.10 and 4.11
respectively. The peak generation in the grid due to satisfying this demand with energy
storage using the optimal solution is shown in figures 4.12 and 4.13 for both NSW and
housel respectively. From the demand figures it can be seen that the highest demand of
1.702kW for the household data occurs on the first day at 9am. Similarly the NSW demand
figure shows that its highest demand of 10580MW occurs on the 14th day for a 20 day
horizon. Comparing the peak demand in figures 4.10 and 4.11 with the peak generation in
the grid in figures 4.12 and 4.13, it can be seen that for housel, the peak generation will
reduce from 1.702kW to approximately 1.4kW even for a 150Wh battery. And as the size
of the battery increase, the amount of peak shaving also seems to improve substantially.
As an example for a fully efficient 2kWh battery(2 car batteries, ~12V, 85Ah), the peak
generation reduces to approximately 0.4kW, which is an extra 1kW reduction in generation

compared to the smaller battery.
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Figure 4.12: Maximum generation vs efficiency for different storage capacities using the
NSW demand curve

Further, for the housel demand, as the inefficiency of the energy storage system in-
creases, the peak generation for the medium to large batteries increase. But this increase
in peak generation is not seen for the smaller batteries. With the smaller batteries, the

peak shaving achieved is seen to be constant for the range of inefficiencies provided. As
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Figure 4.13: Maximum generation vs efficiency for the housel demand profile for different
battery capacities. The solid lines show the maximum generation with RTP. The dashed
lines show the maximum generation without RTP

a result, the peak shaving provided by a fully efficient energy storage and a battery with
higher inefficiency remains the same. Interestingly, this characteristic is also seen for the
state peak generation graph shown in figure 4.12. To illustrate this further, the NSW
peak generation plot shows that the same amount of peak shaving occurs for a 1750MWh
energy storage system having a charging efficiency between the range of 100% and 65%.
Similarly for the housel data we see that a battery with capacity 0.15kW h, has the same
peak generation for an efficiency range from 100% to 50%. This allows inefficient(cheap)
batteries to provide the same peak shaving as a larger more efficient battery. Then, if the
utility provided a user with a smaller energy storage system, the utility has the option of
providing a fully efficient more expensive battery or an inefficient battery of the same size
purchased at a lower cost. This also benefits the user, since the batery is provided by the
utility to the user. tery is provided by the utility to the user.

In addition to the above mentioned behaviour, the NSW peak generation also shows
two other properties related to the storage capacity and efficiency. Figure 4.12 shows
that for higher inefficiency values, the medium and large energy storage systems have the
same peak generation for a given inefficiency. As an example for an inefficiency value of
80% we see that the 44000MWh, 70000MWh and 180000MWh energy storage systems
have the same peak generation value of approximately 9000MW. This leads to the natural
conclusion that for higher inefficiencies, increasing the capacity of the energy storage

system beyond some optimal storage capacity, would not increase the peak shaving for
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the system. The second property seen from the state data is a trade-off between the
efficiency and the capacity of the energy storage. Figure 4.12, shows this trade-off between
the efficiency and the capacity an energy storage system. The same peak generation of
9000MW is seen for both a a 44000MWh, 80% efficient energy storage and a 22500MWh,
95% efficient storage system in figure 4.12. As a result the utility will have the option
of choosing a smaller more efficient energy storage system or a larger storage with higher
inefficiency to provide a similar amount of peak shaving in the grid. Additionally, since
the cost of storage systems also depend on its capacity and inefficiency the utility is able
to choose the appropriate storage characteristics to provide better peak shaving.

Even though tread-offs and mutual benefits exist between inefficient energy storages of
different capacities, the total generation of the system is also a deciding factor when using
energy storage for peak shaving. Because of this, the remainder of this section focuses on

providing an explanation for the observed trade-offs that are re-listed below,

1. The same amount of peak shaving can be provided for a range of inefficiency values

for energy storage system with smaller capacities.

2. A trade-off exists between using a large energy storage system with higher inefficiency
or a smaller more efficient energy storage system, to provide the same amount of

peak shaving.

3. As the efficiency of the energy storage system decreases, increasing the size of the

storage not improve the peak shaving after some optimal storage size.

4. The total generation of the system increases as the inefficiency of the energy storage

increases.

4.5.1.1 Behaviour of Inefficient Energy Storage

If the price is an increasing function of grid power drawn, then a battery will charge during
demand troughs and discharge during peak demand periods. Because the generation cost
is convex in g*(.), costing more generate an extra unit of energy, the optimal solution will
minimise the total generation cost by minimising the peak generation. As a result, an
inefficient energy storage will also choose to reduce the peak generation of the system by

charging during low demand periods and discharging during peak demand. So for a given
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storage, the amount of peak shaved then depends on the amount of available energy in
the battery before the peak. Therefore if the battery has an energy level E before the
highest peak, it is able to discharge all or part of this energy to shave the peak in the grid.
In particular, for smaller energy storage systems, this available energy before the peak is
equal to the batteries capacity as shown in figures 4.14 and 4.15.

The charging schedule in figure 4.14 shows that the battery is fully saturated at
1750MWh, just before the highest demand on the 14th day, and then the battery fully
discharges for the duration of the peak demand. Similarly for housel, the battery starts
to charge just after 6am on the first day during a low demand period. Once the battery
is fully charged, it stays charged until the demand peak at 9am, after which the battery
starts to fully discharge providing the maximum possible peak shaving. These results
show that smaller batteries are able to provide the maximum possible peak shaving, even
with increasing inefficiency, since it is more likely to fully saturate the battery. However
for larger batteries, the amount of energy lost is higher since, the battery can store more
energy, causing more energy to be lost at lower efficiency values. This results in, larger
batteries with higher inefficiencies to not be able to provide the same peak shaving as
fully efficient battery’s of the same size as shown in figure 4.12. Then as a consequence of
this charging behaviour for smaller batteries, the utility is able to choose a small energy
storage with higher inefficiency to provide the same amount of peak shaving. Therefore if
a highly inefficient battery with smaller capacity saturates fully to provide the maximum
possible peak shaving before the demand peaks, then any battery of the same capacity

with higher efficiency will also provide the same peak shaving as the inefficient battery.

4.5.1.2 Capacity-Efficiency Trade-off

The trade-off between larger inefficient and smaller efficient energy storage systems can be
seen from the state data in figure 4.12. Since the cost of our system relies only on a convex
generation cost, the optimal solution will try to always minimise the peak generation of
the system. As a result, the maximum peak shaving for a given inefficiency is achieved
by trying to maximise the amount of energy stored in the battery F before the peak.
Naturally, for larger energy storage systems the amount of energy that a battery can hold
is larger than for a smaller energy storage systems. This means a large more efficient

energy storage system would provide battery peak shaving, than a smaller energy storage
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Figure 4.14: Charging and generation schedules for the NSW demand using a 1750Mwh,
90% efficient energy storage system

system for a given inefficiency.

However as the charging efficiency decreases, as discussed in section 4.4.1 the amount
of power drawn by the storage and hence the energy level in the storage device Fgiorabie
decreases. This means that for a higher inefficiency, the large battery would store less
energy. Then if the amount of this energy stored for a large more inefficient battery is the
same as the amount of energy stored for a smaller more efficient battery, the utility is able
to achieve the same amount of peak shaving for both the larger and the smaller batteries.
This property gives rise to a trade-off between battery capacities and efficiencies, allowing
the utility to choose between a larger less efficient battery or a a smaller more efficient
battery, depending on the pricing of the battery and the total generation cost of the
system. An example of this capacity-efficiency trade-off is shown in figure 4.16. The figure
shows the peak generation for each capacity and efficiency pair. As an example to reduce
the speak generation of the state demand to 9.91GW, the utility is able to use either a
9000MWh storage with an efficiency of 65%, or a smaller storage with capacity 4500MWh
that is 80% efficient. Similarly to achieve a higher peak shaving having a peak generation
of 9.29GW, the utility can choose either a fully efficient energy storage with capacity
11000MWh, or a much larger 16500MWh storage which is 80% efficent. Therefore as
explained above, a utility is able to choose a larger storage which is inefficient or a smaller
more efficient storage to provide the same peak shaving. This trade-off between the battery

size and efficiency for peaks shaving can be useful when purchasing a storage system for
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Figure 4.15: Charging and generation schedules for the housel demand using a 0.15kWh
battery with 90% efficiency

peak shaving, since the cost of the storage depends on the capacity and efficiency among
others. client. Therefore as explained above, a utility is able to choose a larger storage
which is inefficient or a smaller more efficient storage to provide the same peak shaving.
This trade-off between the battery size and efficiency for peaks shaving can be useful when
purchasing a storage system for peak shaving, since the cost of the storage depends on the

capacity and efficiency among others.

22500
< 8.6198GW
16500 — — — 8.6588GW,
8.9109GW
14000 9.0154GW
9.2914GW
11000 — — — 9.4554GW
9000 — 9 57632W
9.7487GW,
7500 9.8801GW
— — — 9.9129GW,
— 5500 9.9790GW,
— — — 10.020GW,
% 2(5)88 10.068GW
—. — — — 10.143GW,
= 3500 10.176GW
S 3000 — — — 10.249GW,
=3 2650 ————— 10.340GW,
— — — 10.412GW,
© 2200 ————— 10.621GW
1750
1500

0.55 0.6 0.65 0.7 0.75 0.8 0.85 0.9 0.95 1
Efficiency %o

Figure 4.16: Capacity vs efficiency trade-off for peak shaving using the NSW demand
profile
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4.5.1.3 Characteristic of Large Capacity Energy Storage Systems at Higher

Inefficiencies

A fully efficient energy storage system can achieve the maximum possible smoothing for
a given storage capacity, since power is drawn from the grid, stored in the energy storage
system and provided to the user without loss. But when using energy storage device
with charging efficiency, a certain amount of energy is lost when charging the storage
device. Therefore, the energy level in a storage system decreases, reducing the maximum
smoothing and the storage capacity that achieves this smoothing. Figure 4.12 shows that
for a given efficiency value, increasing the capacity of the energy storage will not improve
the peak shaving beyond some optimal storage size. The figure indicates, that by using
the smallest energy storage of capacity 7500MWh at 65% efficiency, the maximum possible
peak shaving is achievable with a generation of 98000MWh. Therefore, even if the storage
capacity was increased; for the same efficiency, the energy storage system would still
provide the same amount of peak shaving. Because of this it would not be useful for this
load trace to use an energy storage which is 65% efficient to have a capacity larger than
7500MWh in our simulations. This characteristic for the larger energy storage systems
can be explained by considering the generation fluctuations of inefficient energy storage
systems.

As discussed in section 4.4.1, an inefficient energy storage system causes the generation
schedule to fluctuate between some upper and lower value depending on the inefficiency
of the storage and the demand profile. Therefore, though a larger energy storage system
might be able to store more energy in a battery causing the generation to increase, it is
never optimal to have the peak generation to increase beyond the peak demand of the
given demand profile. Because of this, for any given charging efficiency n¢c, there is an
optimal amount power drawn by an energy storage device as long as the peak generation
does not go beyond the peak demand in the grid. Based on this, the energy storage
that is just large enough to store the maximum energy level at a particular inefficiency
would then be the optimal storage size. For the example given above, the 65% efficient,
7500MWh energy storage system was able to store the maximum possible energy for the
NSW demand profile. As a result, when the capacity was increased, the peak shaving still
remained the same. Because of this, increasing the storage capacity will not increase the

peak shaving of the grid beyond some optimal storage capacity for a given efficiency.
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4.5.1.4 Total Generation using Energy Storage with Charging Efficiency with-

out Time-varying Prices

The increase in inefficiency for a battery not only reduces the amount of usable energy
stored, but it also increases the total generation. This increase in the total generation is
usually the result of the extra amount generated to maintain a desired energy level for a
battery with charging inefficiency. Then by solving equations (3.3) and (3.4), the total

generation of the inefficient energy storage system can be written as,

T T T
TotalGeneration = Zg* (t) = Z d(t) + (1 —ne) Z C*(t) (4.5)
t=1

t=1 t=1

From equation (4.5) the total generation for a fully efficient energy storage reduces to
the sum of the total demand given by 23;1 d(t). But for an inefficient battery the total
generation increases by (1 — n.)C*(t) provided C*(.) > 0, each time the energy storage
charges. This increase in generation is due to the power lost when charging the storage
due to the inefficiency. Table 4.2 below gives the average generation values for the NSW
data with increasing inefficiencies. The table shows the change in total generation with
increasing inefficiency for a storage with capacity 22500MWh. When using a fully efficient
energy storage the average generation of the system is 8153MW, which is also equal to
the average demand in the grid. But as the inefficiency of the storage is increased further,
the average generation of the system increases until 7. = 0.85, and then decreases as the
efficiency decreases beyond 85%. This decrease in total energy generated is a result of the
energy storage not charging as often due to the upper bound the generation fluctuations
as shown in figure 4.7. Additionally, for an efficiency 55%, the energy storage does not
charge at all, resulting in the generation satisfying the demand directly from the grid. So
in our simulations the 55% energy storage system has an average generation that is equal

to the average demand of the NSW data.

Efficiency 1 0.95 | 0.9 0.85 | 0.8 0.75 | 0.7 0.65 | 0.6 0.55
Me
Average 8153 | 8171 | 8183 | 8187 | 8185 | 8179 | 8170 | 8161 | 8155 | 8153

Generation

kW

Table 4.2: Average generation for a 22500MWh energy storage system with increasing
inefficiency
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The total energy graphs for NSW and house 1 are given in figures 4.17 and 4.18
respectively. Similar to he results in table 4.2, the NSW total generation graphs show that
for all storage capacities, the total generation increases up to a certain inefficiency and
decreases as the efficiency decreases further. Interestingly, we see that the total generation
is the highest for the more realistic efficiency values given table 4.1. This is because the
storage device is fully utilised for the higher efficiency ranges. But as the the efficiency
decreases further the storage device will not be fully utilised and the total power drawn
from the grid decreases, reducing the total generation for lower efficiencies. In particular,
our numerical simulation show that for our demand profile, it is not optimal to charge
the storage device at all, but to instead satisfy the demand directly from the grid if the
storage devices efficiency is lower than 55%. Because of this at the much lower range of

efficiency values, a storage device will not be useful for peak shaving.
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Figure 4.17: Total generation curve for the NSW demand profile using different storage
capacities

Figure 4.17 also shows a reduction in the the difference between the total generation
values for all energy storage systems with increasing inefficiencies. This indicates that for
a given inefficiency, there is an upper bound on the total generation for a given demand
profile. As an example, for an energy storage that is 75% efficient, we observe that
any battery above 16500MWh would cause the grid to generate the same amount of
energy to minimise the generation cost. Interestingly on comparing peak generation of
the larger energy storage systems of 44000MWh,7000MWh and 180000MWh in figure 4.12

we see that the largest storage system provides battery peak shaving than the two smaller
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Figure 4.18: Total generation with and without RTP for the housel demand and increasing
storage capacities. The solid lines show the total generation with RTP and the dashed
lines show the total generation without RTP.

storage system for efficiencies between 100% to 85% in our simulations. However, the
total generation graph in figure 4.17 shows that the same amount of energy in is drawn by
all three storage systems. Therefore, though larger energy storage system can reduce the
peak further, the total generation graph indicates that it might be more useful to use the
smaller and cheaper storage system, since it provides the same cost savings as the larger
storage systems.

The housel total generation graph in figure 4.18 shows that the total energy in the grid
increasing with increasing efficiency for all energy storage devices. As expected, the larger
batteries are able to store more energy and provide better peak shaving, which causes
the larger storage devices to have a higher total generation than the smaller batteries.
Therefore for both aggregate and individual household schedules, since the inefficiency of
a battery in general increases the total amount of energy consumed, it is necessary to take
into consideration the cost associated with the increase in total generation. Therefore, if
the utility was to provide a user with a smaller energy storage that is inefficient, the user
also has to consider the increase in total generation and cost when using the provided

battery.

4.5.2 Peak shaving with Real-time Prices

It has been suggested that the utility use real-time pricing to reduce the peak demand in

the grid, allowing users to shift their demand during peak periods to low peak periods [5].
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The use of real-time pricing v(.) > 0, changes the peak shaving and the generation schedule
of the system, since the total cost of the system now depends on both the cost of generation
as well as the real-time prices set by the utility given as Zthl Y(.)N(g*(t)). Due to these
changes to the generation schedule, this section focuses on describing the peak shaving
capabilities of the system with real-time prices when using inefficient energy storage.
The pricing data used for our simulations are taken from the AEMO, for NSW for the
month of March 2012. The pricing data is used for both the household and state data,
and is synchronized to match with the time of day for each household demand data set. In
this section, we assume that the user behaviour for the house and state data are the same
during the day and that the price peaks occur during peak demand, reflecting the strain
on the grid. Using these assumptions we will investigate the changes to the generation

focusing on the two topics given below,

1. Peak shaving for state and household demand data with real-time prices, using

inefficient energy storage.

2. The total energy with real-time prices for both the state and household demand

using inefficient energy storage.

4.5.2.1 Peak Shaving with Time Varying Cost

The charging of an energy storage system is influenced by the time varying cost that in-
creases and decreases according to the demand peaks and troughs respectively. According
to the demand and price profile for housel, shown in figure 4.10, the peak generation of
the household without using an energy storage system is 1.702kW. This peak generation
can be reduced when using energy storage systems as shown by the solid lines in the peak
generation vs efficiency graph in figure 4.13. The figure shows that for the largest energy
storage system of 2kWh which is fully efficient the peak can be reduced from 1.702kW
to 0.75. Even when the efficiency of the 2kWh battery is 50%, the generation peak can
be reduced to 0.8kW. For the same figure, the smallest energy storage system shows that
it can reduce the peak generation of the grid from 1.702kW to 1.4kW. This reduction in
the peak generation is also possible for batteries that are up to 50% efficient for our sim-
ulations. Because of this the household peak generation shows that with real-time energy

prices, the peak generation of the grid can be reduced when using batteries with charging
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inefficiency. Additionally, since the same amount of peak shaving can be achieved for the
smaller energy storage systems, the mutual benefit discussed in section 4.5.1.1 also applies

when using real-time prices.

Generation kW

Time

Figure 4.19: Generation schedule with RTP for the housel demand profile using batteries
capacity 0.5kWh and increasing inefficiency
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Figure 4.20: Generation schedule for the housel using a 90% efficient battery with capacity
0.5kWh and real-time price signals

Comparing the peak shaving performance for housel, with and without time varying
cost in figure 4.13 shows that the peak shaving performance without time varying cost is
better than with time varying cost. This is because without time varying costs, the optimal
scheduling behaviour minimises generation of the system to minimise the generation cost as
explained in section 4.5.1. But with real-time prices, the optimal solution has to minimise

the product of the generation cost and time varying cost 7(.). The optimal solution
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in equation (4.1) shows that the generation of the system fluctuates according to the
expression N'(g"()) = [(14n0) X2T=} b* (7) =B+ (r)+C*(#) = C* (1) = D*(8) + D*(8)] * /24(1),
and that the marginal generation cost is constant CON ST'(t') while the battery is charging
or discharging when b*(¢') € (0, B) and t' € (0,T). As aresult, the generation of the system
will change according to the expression ¢*(.) = CONST(.)/7(.), in the interval that the
marginal generation cost is constant.

Because of this the generation now not only depends on the the future saturation and
starvation of the energy storage, but also depends on the time varying cost, which could
increase the generation if it is not set to reflect the changes in demand as our price data set.
As a result it is possible for the generation to increase when the time varying cost is small
and increase the peak generation of the grid due to the demand price mismatch. However,
though the generation in the grid increases, the optimal solution will be to still minimise
the overall generation cost. An example of this behaviour can be seen from figures 4.3 and
4.19, which shows the generation schedule of a 0.5kWh battery with increasing inefficiency
with and without real time prices respectively. On comparing both figures we see that
with real-time prices in figure 4.20, the peak does not occur due to shaving the original
demand peak, but instead occurs when charging the battery during the price and demand
trough just before 12PM on the first day. This creates a higher peak that is shifted to a
different time, which is a result of a not setting prices to reflect the overall demand in the
grid. The implications of not setting proper pricing signals then suggests that the utility
might actually end up increasing the peak in the grid due to all users charging more during
low price periods. Therefore the utility needs to set prices based on the expected demand
profile for users, so that the peak demand in the grid can be reduced by using energy
storage. As a result, if electricity prices were set to reflect demand peak and troughs, user
energy storage will help reduce the peak demand for the utility and reduce the energy bill
for the user.

As previously discussed section 4.5.1.1, the smaller energy storage system provides an
equal amount of peak shaving for a certain range of inefficiencies. Furthermore, the larger
energy storage devices provide less peak shaving as the efficiency decreases. However, due
to the pricing signals that are too low during low demand periods as shown in figure 4.10,
storage systems larger than the peak demand of the household would have a higher peak

generation, due to the storage system fully saturating which is an anomaly resulting in not
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having prices change in reference to the demand profile. Figure 4.13, shows that for the
2kWh battery the peak generation increases when the efficiency decreases to 70% and then
decreases as efficiency decreases further. This characteristic for inefficient energy storage
devices can by explained by the charging and generation schedules shown in figures 4.21
and 4.22 respectively. The generation schedule of the figure shows that the peak generation
occurs just before 6am on the first day. During this time, the 2kWh battery fully charges
for efficiencies 75% and 70% and only partially charges for a 65% efficient energy storage
device. Since the energy storage only partially charges when it is 65% efficient, the peak
generation of the grid will reduce. Again, this anomaly is caused by the capacity of the

battery and the low time varying prices.
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Figure 4.21: Charging schedule for the housel demand using 2kWh batteries with increas-
ing inefficiency
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Figure 4.22: Generation schedule for the housel demand using 2kWh batteries with in-
creasing inefficiency

During low price periods, the energy storage system will maximise the usage of the
battery, causing the system generate ¢g*(t) = d(t) 4+ b*(t), where b*(t) € (0, B]. Therefore
a large battery will have an energy level much higher than a small battery causing a new
peak in the grid at time ¢. Because of this, the peak generation for the larger battery is
actually caused by charging the energy storage device. If we were not using a prerecorded
trace, this would push up the price at that time, and hence reduce the peak. This results
in the larger battery of 2kWh increasing and decreasing (figure 4.18) its peak generation as
the efficiency decreases, since the peak generation now depends on the energy level of the
battery during the price troughs. In contrast for smaller batteries, since g*(t) = d(t)+b*(¢),
is smaller than the original peak demand of the grid, the peak generation occurs when

shaving the original peak demand of the grid.
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Figure 4.23: Generation schedule with RTP using the NSW demand profile, for energy
storage systems with capacity 22500MWh and increasing inefficiency

The increase in peak generation due to large storage capacity and low real-time prices is
also seen for the NSW demand in figure 4.11. The peak generation for NSW in figure 4.24
shows that except for the smaller energy storage of 1750MWh, all other energy storage
devices have higher peak than the peak demand without energy storage. Additionally,
the figure also shows that the large storage devices have a higher peak generation than
the smaller energy storage devices. The NSW demand in figure 4.11 shows a peak of
10580MW on the 16th day of the 20 day horizon. However, according to figure 4.23, the
peak generation when using an energy storage of 22500MWh is visible on the 5th day of
the horizon. According to figure 4.11, the demand and price trough is the lowest on the
5th day for the NSW data. As a result, the peak in generation for the grid is created
by charging the storage device fully. Furthermore, since the energy storage used for the
simulation is much larger than the peak demand in the grid, when the storage device fully
charges, the peak generation in the grid increases to a value higher than the original peak
demand similar to the household data. Also since the time varying prices are extremely low
on the 5th day, it is even optimal to charge the largest energy storage of 180000MWh for
our simulations. Similar to the household data this proves that for larger energy storage
devices, the peak in the grid is created due to charging the storage system during low
price signals in the grid and not from the peak generation due to saving the actual peak
demand in the grid.

Section 4.4.1, showed that without time varying costs the when using energy storage
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generation is bounded by the demand peaks in the grid. Similar to this, with real-time
prices the marginal generation cost with energy storage is bounded by the peak marginal
generation cost of the grid without energy storage. That is, v(¢)N'(g*(t)) < v(t1)d(t1).
Where t; € (0,T) is the time at which the marginal demand costs are maximum. Based on
this and the convexity in cost, the generation is bounded by N'(g*(t)) < y(t1)d(t1)/(t).
Showing that the generation peaks when «(t) < v(¢1) allowing the generation to actually
increase beyond the demand peaks, provided that the condition also holds g*(.) < d(.)+ B

given by equation (3.4).
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Figure 4.24: Maximum generation vs efficiency with RTP using the NSW demand profile
for increasing storage capacities

In conclusion, the simulation show that the peak generation in the grid can be reduced
by setting appropriate real-time prices and using the correct storage capacities. With
smaller energy storage devices, it is possible for the utility to provide the user a with a
battery with lower inefficiency, and still get the same amount of peak shaving, since the
smaller batteries provide the same amount of peak shaving for a range of efficiency values.
However, when using larger energy storage devices, the peak demand in the grid is actually
created due to the charging of the storage device. This behaviour can result in the peak
generation of the grid actually increasing beyond the original demand during low price
and demand troughs. Furthermore, since this peak is created due to the charging of the
storage device, the peak demand will shift to the the time when the low price and demand

occurs within the horizon.

80



4.5.2.2 Total Generation with real-time prices

The inefficiency of a storage device affects the total energy consumed and the total cost for
the utility and user. The NSW total generation in figure 4.25, shows the total generation
of a storage device increasing with increasing inefficiency up to a certain efficiency and
then decreasing when the efficiency decreases further. As an example, figure 4.25 shows
the total energy generated by a 60% efficient storage of 11000MWH would be higher than
a 50% storage device of the same capacity similar to the behaviour without time varying
prices in section 4.5.1. This increase and decrease in generation is seen due to not charging
the storage as often at higher inefficiencies due to the conversion losses. However, when
comparing the total generation with and without real-time prices, the total generation
with real-time prices can be higher. This is due to the system generating more depending
on the price and demand fluctuations. However, though the system generates more, the
optimal schedule will still minimise the overall cost for the utility and the user.
Additionally, for our simulations the artifact of the low price and large energy storage
capacities show that only the smaller energy storage systems provide peak shaving. Then
obviously for peak shaving and reduced total cost a utility would choose a smaller storage
device to be used for the NSW state data according to our simulations. Similarly, the
housel data in figure 4.18 shows the total generation increasing with increasing efficiency
for all energy storage devices. Obviously, for the total generation to decrease similar to
the NSW state data, the household has to use batteries with much higher inefficiency
values. Further, since the peak shaving reduces with increasing inefficiency and the total
generation increases with increasing inefficiency and battery capacity, the utility has to
choose an energy storage considering not only the peak shaving but also the total costs

by using a larger and inefficient storage device.
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Figure 4.25: Total generation with RTP for the NSW demand using different storage
capacities

4.5.3 Peak Shaving with Rapidly Increasing Prices

The increase in energy prices affect the optimal decisions on charging and discharging an
energy storage device for peak shaving. This is especially true in the long term, for rapid
increasing prices. Therefore this subsection gives an overview of the possible reduction
in peak generation under rapid price increases. The figures 4.26 give the peak generation
with exponentially increasing 7(.), for both a small and large storage system using the
NSW state demand profile. The figure shows that in general, the increase in inefficiency,
reduces the peak shaving in the grid. Especially at low price increases, the peak shaving
decreases for both storage capacities. In our examples for an efficiency of 50% it can be
seen that the energy storage does not charge at all for the lower price increases below 10~ 4.
Furthermore, it can be seen that at the peak generation gap between the larger energy
storage and smaller energy storage decreases faster with increasing inefficiency. At higher
inefficiency values, the larger energy storage system will eventually provide the same peak
shaving as the smaller storage device as shown in the figure 4.26e.

Interestingly, when the price increase is substantially high at 1072 per half hour, it
can be seen that both small and large storage devices create a much larger peak than
the original peak demand of 10580MWh. This is because at such high rates of increase,
both the energy storage devices remain fully saturated for the entire horizon. As a result,
the storage device will not be utilised fully at extremely high rates of increase which is an

artifact of setting the terminal storage level to maximum capacity. Because of this, at such
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price increases, it is better for the utility to not use an energy storage device. Fortunately,
for more realistic price increases, both storage devices show a reduction in peak shaving

which only decreases due to the increase in efficiency of the storage device.
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Chapter 5

Energy Storage with Self-discharge

This chapter presents the structural results and optimal solution for an energy storage
device with self-discharge. Using numerical results simulated using dynamic programing,
the structural properties of the charging and generation schedule are discussed for increas-
ing self-discharge and storage capacity. Further, the performance and behaviour with and
without arbitrary price increases of the storage and gemeration schedule for peak shaving

15 discussed.

5.1 Self-discharge

The energy lost in a storage device during the storage phase is known as the self-discharge
loss [52]. Self-discharge can occur due to chemical reactions in certain batteries or due to
friction in kinetic energy storage systems such as Flywheels. This internal loss in energy
can result in the storage device having a lower energy level over time. The self-discharge L,
in our model gives the percentage of energy lost during some time period ¢, which can be
hours, days or even months. We model the energy loss factor of the storage device based
on the self-discharge as 5 = 1—(L/tx100) < 1, where (8xb*(t)) gives the amount of energy
remaining in the battery during each time step after self-discharge, where b*(t) € [0, B]
and B is the capacity of the storage device. Table (5.1) below gives an example of the

self-discharge percentages for selected storage systems.

85



Type of | Lead Nickel Lithium | Flywheel
Storage Acid Cad- ion
mium
Self- 2tob5%a | 5 to 20% | approx up to 2.5% of the
discharge month a month | 1% a | rated power
month

Table 5.1: Self-discharge values for selected energy storage systems [1] [21]

5.2 Verifying Solution for an Energy Storage System with

Self-discharge Losses

The self-discharge in a storage device decreases the available energy level b*(¢) in a battery
over time. This impacts the optimal scheduling decision for a system using energy storage
which relies on storing energy to supply during peak demand and pricing periods. In
particular, this loss in energy results in a change in the generation and charging behaviour
of the storage for peak shaving in the grid. In chapter 3 we showed that for a system using
an ideal storage device between the generator and the user to reduce cost, the long term
infinite horizon, infinite cost problem can be studied using a finite horizon model, provided
that the finite horizon optimal charging schedules with the terminal conditions b(7") = 0
and b(T') = B, converges at some time ¢t € (0,7"). Such a time at which convergence occurs
was shown to be a renewal point for a given look ahead T at which future demand and
pricing signal beyond the horizon 7', will not affect the scheduling decisions before any
t’ < t. Similarly, here we will show numerically that a finite horizon model can be used
to study the optimal scheduling behaviour for a storage system with self-discharge since
renewal points exists even with energy losses over time.

Furthermore, since we are interested in finding the properties of the charging and
generation schedules with generation cost and arbitrary price increases, the finite horizon
model will allow us to decouple the long term problem to be able to numerically study
the structure of the scheduling decision similar to Chapter 4. Additionally, based on
these structural properties we will further investigate the impact on peak shaving with
generation cost and arbitrary price increases for storage devices with increasing capacity

and self-discharge percentages.
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5.2.1 Renewal Points for an Energy Storage with Self-Discharge

Here we compare the charging schedule for the finite horizon problem for two different
capacity storage devices with high self-discharge value between chemical storage and fly-
wheels to show renewal points even at high self-discharge rates. Figures 5.1a and 5.1b
show the 20 and 30 day charging schedule for a 3750MWh storage device with 5% a day
self-discharge. Here bf1 and bf2 give the optimal charging solutions for the storage de-
vice with terminals energy level b(T) = 0 and b(T) = B respectively. Where T gives the
horizon length and B is the capacity of the storage device. On inspecting figure 5.1a, it
can be seen that both bf1 and bf2, have the same charging schedule for any time before
the 20th day when the storage saturates above. Similar behaviour is seen in figures 5.1c
and 5.1d, showing the 20 and 30 day charging schedule for a 11000MWh storage device
with 5% a day self-discharge respectively. In figure 5.1c, the final renewal point is seen
on the 19th day when the storage fully discharges indicating that the optimal solutions
converge. This convergence happens if bf1 saturates above or bf2 empties below as stated
in theorem 7 in Chapter 3. This shows that convergence occurs even when using a storage
device with self-discharge.

A natural result of having renewal points is that future demand and price trends
beyond the look ahead point 7', do not affect the scheduling decisions before the renewal
point. This decoupling of the charging schedule is clearly visible if we extend the 20 day
horizon and observe the scheduling behaviour for a longer 30 day time horizon. Figures
5.1b and 5.1d show this extended 30 day time horizon and its renewal points. For the
smaller storage of 3750MWh figure 5.1b shows the scheduling to be the same as the 20
day schedule for the same storage device in figure 5.1a. Moreover, the 30 day charging
schedule also saturates above on the 20th day, similar to the 20 day horizon in figure 5.1a.

Even with the larger 11000MWh storage, the scheduling for the 30 day horizon in
figure 5.1d, shows that the storage device charges in the same pattern as its respective 20
day demand horizon in figure 5.1c and also shows that the 19th day renewal point occurs
when the storage empty’s below. Therefore, as expected the numerical results show that
for a device with self-discharge having renewal points for the finite horizon, it is possible
to decouple the long term infinite horizon problem and use the finite horizon solution to

investigate the structure of the charging and generation schedules.
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5.3 Optimal Solution for an Energy Storage System with

Self-discharge

The optimal marginal generation cost for an ideal energy storage, remains constant when
the energy level in the battery b*(¢t) € (0, B) as explained in Chapter 3. However for a
storage with self-discharge, since energy is lost over time, the marginal generation cost too

changes according to the equation given below,

T-1

YON (g7 (1) = [ D B (r) = b ()] (5.1)

T=t

T-1
=5[> BT (r) - b ()] (5.2)

The above equation shows that the optimal marginal generation cost is influenced by
the future saturation and starvation of the storage and the self-discharge factor 5. The
Lagrange multipliers b*(.) and b*(.)) are non negative only when the storage fully discharges
or fully saturates respectively. This results in an increase in marginal generation cost just
after saturation and a decrease in the marginal generation cost just after the storage fully
discharges, similar to an ideal storage device. However, unlike the ideal storage device,
the marginal generation cost for the non-ideal storage does not remain constant when
b*(t) € (0,B), but instead increases due to the self-discharge 8 < 1, which causes the
optimal schedule to generate more to have a desired storage level due to the energy loss
from the self-discharge of the battery. This causes the structure of the charging and
generation schedule to change due to the self-discharge of the energy storage system.

The optimal solution5.2 shows that the marginal generation cost increase exponentially
since the optimal solution N’(g*(t)) = 87| Zz;tl BT(b* (1) — b*(7))] * increases exponen-
tially for b*(t) € (0, B) due to 37'. However, since this exponential increase in 3 is very
small, the increase in the marginal generation cost is also very small and linear for very
small exponential increase. Because of this and due to the convexity in the marginal gen-
eration cost in g*(¢) the generation schedule too will have this small exponential increase
which will appear to be linear in the simulation as shown in figure 5.2 for storage systems
with self-discharge.

Then, since we see that the self-discharge impacts the optimal scheduling decisions,
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this chapter will continue to use numerical simulations to study the structure of the storage
schedule to show the charging and generation schedule trend. Furthermore, these results
will be used to see how the scheduling performs with peak shaving for the utility with

constant v and with arbitrarily increasing prices.

5.4 Structural Properties

This section discusses the structural properties of the charging and generation schedules for
storage devices with a range of low to high self-discharge values (5.1), based on the optimal
solution and numerical results obtained using dynamic programming. In particular, we
show that the self-discharge rate of the storage device affects the generation schedule so as
to not have the generation constant when b*(.) € (0, B) as an ideal energy storage device.
But instead, the generation exponentially increases in the interval while the battery is
charging and that the storage tends to empty more frequently and never fully saturate at

high self-discharge rates.

5.4.1 Generation and Charging Schedule for Energy Storage Systems
with Self-discharge

Introducing a non-ideal storage device between the utility and the user influences the
amount of power drawn from the grid, and affects the optimal generation in the grid
which is now not static, but instead includes a new demand which is influenced by the
energy drawn and supplied by the storage device. Figure 5.2 shows the optimal scheduled
generation for such energy storage devices of capacity B = 22500M W h and increasing self-
discharge losses. Without self-discharge, as shown in figure 5.2a an ideal energy storage
system shows the generation to remain constant between periods in which the storage
device is charging and b*(¢) € (0, B). Moreover by observing the charging schedule for the
same storage in figure 5.3a, we see that the generation increases once the storage device
fully saturates, and decreases when the energy is completely discharged from the storage,
which is the behaviour seen by an ideal storage device as explained in chapter 3.

For a storage device with self-discharge, the above mentioned scheduling behaviour
changes due to the change in the available energy b*(t) with time. Figure 5.2b and 5.3b

shows the respective generation and charging schedules for such a 22500MWh capacity
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storage with a 5% a month self-discharge. Similar to an ideal energy storage system,
the non-ideal storage system will increase its generation in jumps after it fully saturates,
and decreases the generation in downward jumps once it fully discharges. But, within
periods where b*(t) € (0,B), the graphs shows a linear increase in the generation due
to the small exponential increase of 3¢ as explained in section 5.3. Furthermore, when
the self-discharge rate increases for a similar capacity storage from 5% a month to 1.25%
per half hour as shown from figures 5.2b to 5.3f this increase in generation, increases
further. Especially for larger self-discharge rates such as 0.5 % per half hour of flywheels
as shown in figure 5.3e, the energy storage device does not fully saturate at all, but empties
more frequently than for a storage device with lower self-discharge rate as shown by the
charging schedule in figure 5.3e. Then, since the storage only empties at higher rates of
self-discharge, the generation schedule will always increase while the storage is charging
and then decrease when the storage is empty, repeating this cycle each time the storage
charges and discharges.

Figure 5.5 compares the generation schedule with time for increasing self-discharge
rates when using a 22500MWh capacity energy storage system. Interestingly, for a given
demand profile, it can be seen that if the ideal energy storage empties, which causes a
downward jump in generation, then any energy storage with self-discharge will also have
a downward jump at that particular time, which is due to the storage discharging fully.
Generally, a battery will discharge during peak demand in the grid. Therefore, if it is
optimal for the ideal storage system to fully discharge to reduce the peak demand, then
a storage with self-discharge will also fully discharge during such peak periods. Similarly,
if a storage with higher self-discharge has upward jumps in generation, which is a result
of the battery being fully saturated, then any self-discharge rate less than the given self-
discharge rate will also have upward jumps. This shows that if it is optimal for a storage
with self-discharge to fully saturate at a particular through, then it is also optimal for a
storage having a lower self-discharge rate to saturate at the same time.

Based on the numerical results and the derived optimal solution, it can be seen that
a storage with self-discharge increases the generation in the grid due to the energy losses.
In particular, for a storage device, the generation will not remain constant when b*(t) €
(0, B), but instead increase exponentially due to self-discharge of the storage device, that

requires the battery to charge when the storage loses energy. Then using these structural
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properties, the remainder of this chapter will focus on understanding the impact of the

optimal solution on peak shaving with constant v and rapidly increasing prices.

5.5 Peak Shaving

The utility’s motivation for providing storage is to reduce peak load on its network. How-
ever since most storage devices are not ideal and have losses due to inefficiency and self-
discharge, the peak shaving benefit decreases. Similar to the discussion on peak shaving in
section 4.5 on inefficient storage, this section investigates the peak shaving benefit under
constant and arbitrary price increases for storage systems with self-discharge. Further, the
impact of peak shaving with increasing self-discharge rates and the structural behaviour

of the optimal schedule with arbitrary prices are discussed in the section.

5.5.1 Peak Shaving with Constant ~

Recall from chapter 4 that the peak demand in the grid can be reduced by using a storage
device to store energy during low peak periods and use this energy to reduce the generation
during the high peak demand period. When scheduling an energy storage system with self-
discharge, the optimal solution needs to factor in the future saturation and starvation of the
storage device and well as keep track of the energy lost due to self-discharge over the given
horizon. Therefore, when shaving the peak with a storage device having self-discharge, the
actual available energy for shaving the peak in the battery during peak demand periods
can be less, reducing the peak shaving in the grid. Figure 5.4 shows the peak generation
with increasing self-discharge rates for storage systems with a range of capacities. The
self-discharge rates shown are for chemical storage systems with 5% a month(0.0003472),
20% a month(0.0013889), 5% a day(0.0010416) and 20 % a day(0.00416) self-discharge,
and flywheels with 0.5 per half hour(0.005) and 1.25 per half hour(0.0125) self-discharge.

The peak generation graph shows that for relatively lower self-discharge values such
as in chemical storage systems, the peak shaving increases with increasing energy storage
capacity. Moreover, when the self-discharge percentage increases, the peak shaving benefit
decreases, since more energy is lost during the storage phase for the higher leakage values.
This results in lower energy levels in the storage devices to reduce the peak demand.

However the peak generation graph also shows that for much larger energy storage systems,
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with higher self-discharge rates, increasing the storage capacity will not increase the peak
shaving in the grid. As an example, for a 20% a day(0.00416) self-discharge rate, the
11000MWh and 22500MWh storage systems both have the same peak generation according
to figure 5.4. Additionally, as the peak shaving of an energy storage increases further to
1.25% per half hour(0.0125), for our simulations we see that there is no additional peak
shaving benefit, resulting in the generation being equal to the peak demand of 10580MW
for the NSW data.

Figures 5.6 and 5.7 show the storage level and the generation for a 11000MWh and
22500MWh storage system with 20% a day leakage, with the storage device being half full
at the start and ending empty at the end of the horizon. The generation schedules in both
figures show that the peak generation occurs on the 14th day of the 20 day horizon, which
is also the day in which the original peak demand of 10580MW for the NSW data occurs
as shown in figure 4.11. Similar to storage devices with charging inefficiency in chapter 4,
both the schedules show that for a storage device with self-discharge, there is a maximum
amount of energy that can be stored in the battery, for a given demand profile to achieve
maximum peak shaving. This is clearly visible by observing the charging schedules just
before the peak in figures 5.6 and 5.7. The charging schedules for both figures show that
on the 14th day, just before the peak, both storage devices have the same energy level of
10000MWh, which is then used to reduce the peak demand. Therefore we can see that
increasing the capacity of the storage beyond a certain optimal capacity will not increase
the peak shavingespecially at higher self-discharge rates. This leads to a natural result,
for which larger storage devices are useful at lower leakage values, since it increases the
peak shaving in the grid. However, as the self-discharge percentage increases, the effective
energy level in the storage that provides the maximum peak benefit decreases. Therefore
for a certain storage technology with higher self-discharge, it is better to choose the smaller
or medium energy storage than a larger energy storage device of the same type.

Furthermore, figure 5.8 giving the charging schedule for the 2000MWh and 22500MWh
storage systems with b(0) = b(T") = 0, shows the storage device discharging more often for
increasing self-discharge rates. Because the storage discharges more frequently at higher
self-discharge rates, the increase in generation is caused by the battery charging after it
has lost energy, so that it can maintain a certain battery level b*(¢) to reduce the peak

demand. Moreover, this loss in energy also results in an increase in the marginal generation
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cost, which can be especially high for devices such as Flywheels with high self-discharge.
Therefore, at higher self-discharge rates, the marginal generation and the generation of
the grid increases more rapidly when b*(¢) € (0, B), minimising the the benefit of using a
storage device. In our simulations of the peak generation using the NSW data in figure
5.4, we see that devices such as Flywheels with self-discharge rates above 1.25% a month

will not be able to provide peak shaving due to the high energy loss rate.
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Figure 5.4: Peak generation vs self-discharge for increasing storage capacities
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5.5.1.1 Total Generation with Constant

Figure 5.10 shows the total generation graph with increasing self-discharge rates for in-
creasing storage capacities. In general, the graphs shows that the increase in self-discharge
increases the total generation of the system, because the storage needs to draw more en-
ergy each time some energy is lost by the device. For the smaller energy storage systems
of 2000MWh and 3750MWh, the total generation is smaller than for the larger storage
systems, since the battery level is limited by its maximum storage capacity for a given
self-discharge rate. However with the larger energy storage systems of 11000MWh and
22500MWh, it can be seen that for lower leakage fraction less than 0.004, the largest
energy storage generates the largest amount of energy, since the storage device can store
more energy for peak shaving.

Further, as the leakage fraction increases beyond 0.004, we see that both of the larger
storage devices have the same total generation for the given horizon. This is because
as mentioned earlier, the storage device has an optimal level of energy for a given self-
discharge rate, which results in the same total generation even when the storage capacity
is increases. This is evident if we observe the charging and generation schedules for both
the 11000MWh and 22500MWh storage devices with 20% a day leakage in figures 5.6 and
5.7. The figures show both the storage systems having the same charging and generation
schedule, which results in the total generation being the same for both the storage systems.

Finally, we see that similar to the storage devices with charging inefficiency, storage devices
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with increasing self-discharge also increase the total amount of energy generated, which

results in an increase in the total cost compared to an ideal storage system.

5.5.2 Peak Shaving with Arbitrarily Increasing Prices

Generally, with an ideal storage device, the optimal solution has to take into account the
future demand and the storage energy level to minimise the cost for the utility or the user.
But when using a storage device with self-discharge under arbitrary price increases, the
optimal solution has to now decide on the required energy level considering the energy
loss caused by the self-discharge of the battery and also the increase in energy prices over
the entire horizon as discussed in chapter 2. Because of this, the optimal decision of when
and how much to charge the storage depends on the loss in energy and the decision on
whether to charge the storage even when the prices increase.

In chapter 4, we saw that rapidly increasing prices, cause the storage devices to fully
charge at extremely high price increases, which results in the storage being full all the
time. Therefore at such price increases, a storage would not be useful for the utility or
the user since it does not provide any peak shaving. In a similar manner, here we wish
to discuss the structure of the charging and generation schedules, for storage devices with
self-discharge under rapidly increasing prices by using numerically simulated data.

The graphs in figure 5.13 show the peak generation when using storage devices with

increasing capacity and self-discharge percentages. Figure 5.13 shows the peak generation
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vs price increase for the July 2012 Victoria demand data [6], using energy storage devices
with storage level b(0) = b(T') = B, and price increase (t) = (1 + a)?, where a € (0,0.1],
and ¢ € [0,T]. From figure 5.13a it is clearly visible that, when there is no self-discharge
and the storage is ideal, the larger the storage device, the larger the peak shaving benefit
at low to moderate price increases. This is due to a larger storage system being able to
store more energy to be used later during high demand and price periods. However, as
the price increase becomes v(t) = (1.1)!, the peak generation in the grid is equal to the
original peak demand of 7547TMW which occurs on the 3rd day of the Victorian demand
profile as shown in figure 5.11. This is because at high price increases, the storage charges
up to capacity at the start of the horizon and does not utilize the storage device, but
instead finds it optimal to generate just enough to satisfy the demand.

The above mentioned behaviour is also exhibited for storage devices with self-discharge
as shown in figure 5.13. Figures 5.13b to 5.13f show that even with increasing self-
discharge, all three storage systems fully saturates at extremely high price rates making
the utility generate just enough power to satisfy the demand. Fortunately, such high
price increase are not realistic, and is an artifact of our model. However, the figures also
shows that for more realistic price increases between 1079 to 1075, the storage reduces
the peak generation in the grid. This is seen for the three storage systems of capac-
ity 3750MWh,11000MWh and 22500MWh in figures 5.13b and 5.13c¢ showing that for low

self-discharge rates and moderate price increases, having a storage device reduces the peak
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Figure 5.10: Total generation vs self-discharge for storage systems with increasing capacity

generation in the grid as expected. However, as the self-discharge of the storage systems
increase, the figure 5.13 actually shows an increase in the peak generation. This increase
in peak generation is due to the high loss of energy from the storage, which requires more
power to be generated to maintain a desired storage level. Another observation related to
increasing self-discharge is the fast increase in peak generation of larger storage systems
than the smaller storage devices as seen from figures figures 5.13d to 5.13f. Since we re-
quire the storage to be fully saturated at the end of the horizon, for larger self-discharge
values, the storage will try to fully use the energy in the storage system at the start of the
horizon and then fully saturate at the end of the horizon as in illustrated in figure 5.12,

causing a higher peak in generation.Additionally, when the self-discharge rate increases to
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Figure 5.11: Victoria demand data for July 2012 from AEMO [6]

1.25% both the 11000MWh and 22500MWh storages both have a peak generation that is
higher than the original peak demand. This behaviour is a result of us selecting to have a
fully saturated storage at the end of the horizon as shown by figure 5.12, which gives the
high peak shown in the peak generation figure 5.13f with rapidly increasing prices.

The graphs in figure 5.14 show the charging and generation schedule for the larger
22500MWh storage with 5% a month leakage and 1.25% per half hour leakage at 10~4
per half hour price increase, with the storage level being fully saturated at the end of the
horizon. At a high self-discharge rate of 1.25% a month, figure 5.13f, shows the maximum
peak to be higher than the original Victorian peak demand. According to figures 5.14c
and 5.14d, it can be seen that this peak generation occurs due to the storage fully charging
at the end of the horizon on the 20th day. If we study the generation schedule in figure
5.14d, it can be seen that in fact the generation during all other times is less than the
original peak demand of 7547TMW. This is true for both low and high self-discharge rates
in figure 5.14. Because of this it can be said that even for higher self-discharge rates,
the optimal behaviour reduces the peak in the grid for all the given storage capacities in
our simulation. Therefore, the large peak generation seen for larger storage devices at
higher self-discharge rates are an artifact of the condition requiring the storage to be fully
saturated at the end of the horizon.

If we compare the charging schedule for the larger 22500MWh energy storage in figure
5.14 and the smaller 3750MWh storage in figure 5.15 for a self-discharge rate of 1.25% per

half hour, we see that the the larger storage has more energy to reduce the peak in the grid
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compared to the smaller energy storage system. This means that still the larger energy
storage is able to reduce the peak further than the smaller storage system. However, as
the self-discharge rate increases the amount of energy in the storage decreases as seen from
the same figure, compared to a storage with low self-discharge in figure 5.14a. Because of
this, the amount of peak shaved also decreases at high self-discharge rates for all energy
storage systems.

Interestingly, the figures in 5.13 also show dips in the peak generation at certain rates
of price increases, to give the lowest peak generation for all price ranges. As an example
for a 0.5% per half hour self-discharge, figure 5.13e shows the peak generation reducing
to the lowest at a price increase of 1073, followed by the lowest peak generation in figure
5.13f at a price increase of 1072. However, these dips only occur within a small range
of price increase rates for a given self-discharge value, and for any rate of price increase
after the dip, the generation increases. This suggests that self-discharge has the tendency
to push storage levels down, while future price increases will cause current storage levels
to increase. As a result, if both self-discharge and prices are balanced, the full storage
capacity can be used. This can be illustrated using figures 5.16, 5.17 and 5.18 giving
the charging and generation schedule for the 11000MWh storage with 0.5% self-discharge
when the price increase is 107%,1073 and 1072 respectively. The generation schedule in
figures 5.17 and 5.18 for the 10~% and 10~ price increases shows that the peak generation
occurs on the 3rd day. The charging schedule for the same day in both figures show that
the storage device has a higher storage level b*(t) before the peak at a price increase of
103 compared to the same storage at a price increase of 1074, Because of this, the storage
with the higher storage level at the higher price increase of 10~2 naturally reduces the peak
generation further, compared to the storage at the lower price increase of 1074,

Recall that the optimal marginal generation cost for a storage with self-discharge,
increase due to the self-discharge factor 37¢ = (1 — 1), between b*(¢) € (0, B) according
to section 5.3. Where [ is the rate of self-discharge per half hour. Then with rapidly
increasing prices, the optimal marginal generation cost using equation (5.2) can be written

as,

T-1
(L+a)'N'(g"(1) = A=)~ [ D B0 (1) =" (1)) (5.3)
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Then by rearranging equation 5.3 and making N’ (g*()) the subject we get,

T—1
N'(g*(t) = 1 +a) (1 =D [ Y A7 (1) = b (7)) (5.4)
=t

Considering the convexity of the marginal generation cost in ¢g*(.), we can say that
the generation, increases and decreases based on the future saturation and starvation
of the storage as well as the self-discharge and rate and rapid price increase. That is
from equation (5.4) we see that, the product (1 +a)~%(1 — 1)~ additionally influences the
increase and decrease in generation. Then, when (1+a)(1-1) = 1, g*(¢) is constant between
saturation points similar to the optimal solution of an ideal storage system in section 3.4.1.
Further, when the price increase is low, then (1+a)~*(1—1)~" increases, since (1+a)'(1—1)*
decreases when a < . But when a = [, the decreases in (1 + a)!(1 —)* is minimum and
hence (1 + a)~*(1 —1)~t is smaller, making the increase in generation smaller. Similarly,
when a > [, which means the rate of price increase is larger than the self-discharge rate,
then the product (1+ a)*(1 — 1) increases, which causes the generation to decreases when
b*(t) € (0,B). Therefore during such high price increases, the generation schedule will
have a downward slope as shown in figure 5.18a, which gives the generation schedule at a
high price increase for a self-discharge of 0.5% every half-hour for a 11000MWh storage.

The above mentioned behaviour in the generation schedule can be illustrated using
figures 5.16, 5.17 and 5.18, showing the generation and charging schedule for a 11000MWh
storage with 0.5% per half hour self-discharge (I = 0.5/100 = 0.005) for price increases
of 104,107 and 102 respectively. Here for a low price in figure 5.16, the generation
increases when b*(t) € (0, B) and the optimal solution is to discharge more often keeping
the storage level low since the self-discharge rate is higher than the rate or price increase
and influences the optimal decision. But as the price increases to 1073, the rate of price
increase and self-discharge are approximately equal. Then the optimal decision in this
case would be to minimise the generation which results in the storage having more energy
which is used in reducing the peak in the grid as shown in figure 5.17.

However, when the price increase is higher than the rate of self-discharge at 1072,
then the optimal behaviour would be to have the storage fully saturated. Because of this
during this time, the storage system will saturate fully and discharge occasionally during

peak demand as shown in figure 5.18, which results in a higher generation to maintain a
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higher energy level in the storage system. In the same figure, when b*(¢) € (0, B), the
generation linearly decreases in contrast to the increase in linear generation seen for no
or low price increases. Furthermore, due to the storage saturating more often and not
discharging at high price increases, the generation schedule has more upward jumps each
time the storage system fully saturates.

Based on thee numerical results and the optimal marginal generation cost, it can be
said that at price increase rates lower than the self-discharge rates, the optimal behaviour
is to discharge the storage more often to minimises the generation cost. But as the
price increase rate become approximately equal to the self-discharge rate, the marginal
generation cost is minimised by minimising the generation, because at such rates, the peak
generation is at its lowest to providing the best peak shaving. But as the price increase
rate becomes higher than the self-discharge rate, the optimal storage schedule decides on

having the storage close to saturation, which results in an increase in generation.
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Figure 5.12: Charging schedule for a 11000MWh storage system with 1.25% per half hour
self-discharge
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Chapter 6

Conclusion

In this thesis we have investigated and demonstrated structural properties of the long
term optimal charging and generation schedule when using ideal and lossy energy storage
systems under real-time and arbitrary price increases in the grid. Since energy prices can
increase faster than inflation, the long term cost is infinite due to the unbounded average
cost per stage for an infinite horizon. Because of this in this thesis we first presented an
alternative method of analysing the long term cost by studying the limit of the sequence of
finite horizon solution. Based on this we showed that under certain conditions, convergence
occurs in finite time and that renewal points exist for which the scheduling decisions for
at any point before the renewal point remains the same even when the horizon is extended
to include additional demand and price fluctuations. As a result, we showed that the
long term solution of the optimal schedule can be decoupled into multiple finite horizon
solutions to study the optimal behaviour.

Based on the study of such a finite horizon solution with renewal points we showed that
the optimal solution for an ideal energy storage will cause the marginal generation cost
to only change if the storage fully saturates or empties. Further the marginal generation
cost will remain constant if the storage level is between saturation and a fully discharged
state. However, when the storage device is not ideal and includes charging inefficiency,
the structure of the generation schedule is such that the generation will fluctuate when
the storage level zero or fully saturated. Furthermore, we show that this fluctuation in
generation depends on the efficiency of the storage and the future saturation and starvation
of the storage system in the grid.

The study of peak shaving in the grid using inefficient energy storage showed that
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smaller energy storage systems have the same peak shaving for a range of inefficiency
values, which allows us to suggest that under the assumption the utility is providing the
user with energy storage for peak shaving, the utility has the option of providing the user
with a cheaper less efficient energy storage to provide the same amount of peak shaving
as a more expensive storage system with higher efficiency.

Additionally, the peak shaving behaviour with storage systems also showed that a
trade-off exists between using a larger less efficient storage system or a smaller more
efficient storage system for peak shaving. However, when considering the total generation
of the system due to storage efficiency, it was seen that the total generation increases with
increasing efficiency which introduces a conflict between the goals of reducing the peak
and reducing the total energy consumptions, which needs to be considered by the user
and the utility when choosing and installing an energy storage system for peak shaving
and cost minimisation.

Another study on the structure of the optimal solution was carried out for storage sys-
tems with self-discharge. In contrast to the ideal and inefficient storage system, the struc-
ture of the generation schedule when using a storage system with self-discharge showed
that it exponentially increased when the storage level was between the fully charged and
fully discharged states. Interestingly, we also showed that with rapidly increasing prices,
the optimal generation schedule exponentially decreases, when the rate of price increase is
much greater than the rate of self-discharge. As a result, we see that by steadily matching
the price increase with self-discharge it is possible to increase the effectiveness of peak
shaving.

Based on the discussion on the structural properties of the optimal operational schedule
with energy storage, we see that it is possible to utilise these properties to understand
the implications and impact of the optimal schedule for different storage characteristics
such as capacity, inefficiency and self-discharge. Therefore, the structural properties allow
the users and utilities to understand the trade-offs that can be achieved by choosing a
certain storage technology or pricing mechanism. We hope that this study encourages
future research into finding structural properties for more complex storage technologies

and systems.
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6.1 Future Work

This thesis looked at optimising the user of a single energy storage system with ineffi-
ciency and self-discharge. As future research, it is possible to consider the effects of other
characteristics of energy storage such as ramp constraints, depth of discharge and storage
life cycle which limit the performance of a storage system [1, 23]. Moreover, since the
cost of the storage device and the pricing mechanisms are important aspects in model-
ing the optimal operational schedule, future work can include a study of the storage cost
and additional pricing mechanisms that benefit both the user and utility. These studies
can be carried out by either using off-line algorithms as done in our thesis to understand
the properties of the optimal operation or on-line studies to handle better the real-time
changes in demand and pricing fluctuations.

In this thesis, chapters 4 and 5 numerically show that the monotonicity results derived
in chapter 3 are true even for non-ideal storage systems. Therefore the theoretical proof
of monotonicity for storage devices with inefficiency would also be an interesting direction
for future work dealing with storage schedules.

Additionally, without limiting the study to a single storage system, it would be inter-
esting to understand the structural properties of a network of energy storage system with
different storage characteristics. Such distributed storage systems can be used for reducing
the peak in the grid or as a method of reduce the variability of renewable generation in
the grid. These extended studies using energy storage will allow the utility and the user
to be able understand the implications and make better informed decisions when using

energy storage in the grid.
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