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Abstract: The electrical grid has been changing in the last decade due to the presence of renewables,
distributed generation, storage systems, microgrids, and electric vehicles. The introduction of
new legislation and actors in the smart grid’s system opens new challenges for the activities of
companies, and for the development of new energy management systems, models, and methods.
A new optimization-based bi-level architecture is proposed for an aggregator of consumers in the
balancing market, in which incentives for local users (i.e., microgrids, buildings) are considered, as
well as flexibility and a fair assignment in reducing the overall load. At the lower level, consumers
try to follow the aggregator’s reference values and perform demand response programs to contain
their costs and satisfy demands. The approach is applied to a real case study.

Keywords: smart grid; optimization; energy management system; interconnected buildings;
renewable resources; multi-level; aggregator

1. Introduction and State of the Art

International policies for sustainable development have led to an increase in distributed power
production based on renewable resources. The electrical grid has been changing in the last decade due
to the presence of renewables, distributed generation, storage systems, microgrids, and electric vehicles.
These technologies introduce a lot of challenges mainly due to uncertainties and intermittencies
associated with their presence [1]. In particular, the massive presence of renewable resources can create
some problems to the distribution grid; as a matter of fact, the unpredictability of these sources can
cause some power quality issues in the power network (e.g., voltage unbalances and undesired peaks).
Usually, traditional controllable generators are called to compensate these fluctuations, operating at
different working points from the optimal ones. This function for the traditional generators cause
efficiency losses (increasing in operational and maintenance costs) and a decrease of regulation margins
for the distribution grid [2]. Moreover, due to the increase of generation from renewables, large
fossil-fueled production plants are no longer installed or are reduced in rated power; this affects the
capability of the grid to respond to emergency situations.

The characteristics of these new smart grids require an increase of the power reserve to face the
sudden request of active/reactive injection/absorption from a distribution system operator (DSO) to
compensate for example a sudden drop in the production from a photovoltaic plant. Microgrids and
smart buildings can see these issues as an opportunity to provide regulation and reserve services
in both directions since they can be considered as prosumers [3-5]. Interconnected buildings can
be seen as microgrids or districts that can share thermal and electrical power to satisfy comfort,
economic, and technical exigencies. In this framework, demand response (DR) (i.e., the possibility for
a traditional load to decrease the active power absorption for a certain period) is an effective and reliable
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strategy for the successful integration of renewable energy sources, handling the demand pattern using
load flexibility whenever the system requires it [6-8]. A significant portion of DR programs can be
represented by local users and/or prosumers, which, by themselves, cannot participate in the energy
market and offer a reduction of load at a certain price. In fact, the introduction of new legislation and
actors in the smart grid’s system opens new challenges for the activities of companies, and for the
development of new energy management systems, models, and methods. For example, the figure of
an aggregator that manages different local consumers and/or producers to reduce power demand or to
increase production gives rise to different possible optimization problems [1].

A key point is to integrate the different actors (transmission system operator (TSO), DSO,
aggregators, local users, etc.) that can act within collaborative, competitive, or hierarchical rules in
a market structure in which the decisions should be taken into account according to successive stages.
Each stage is characterized by different players with different objectives, thus representing a portion
of a multilayered energy market. An aggregator must take decisions interacting, first of all, with
the TSO offering an amount of power to be reduced at a certain price. Then, the aggregator has to
collect in its portfolio a large number of customers in order to be paid from the TSO; besides, it must
provide incentives to local users, and should avoid customers’ dissatisfaction in terms of both economic
costs and technical feasibility. At the lower level of the layered market structure, there are users that
have two main decisions to be taken: (a) How to provide constraints to the aggregator related to the
flexibility that they can technically offer; (b) how to manage their local systems following the requests
of the aggregator once they are available.

Distribution network’s optimization and control in presence of DR aggregators is particularly
interesting and some papers in the recent literature propose new operational management strategies.
In particular, it is necessary to define how to schedule load reduction or production increase among the
different customers to achieve an overall load reduction and/or shifting. The main effort is devoted to
the integration of different actors in a multi-layered market structure. A portion of the recent literature
is focused on bi-level programming, in which one or several constraints represent the optimal solution
of low-level problems. In other words, the upper-level problem has its own optimization problem
to be solved through mathematical programming, in which the analytical solution of the lower level
optimization model is inserted as a constraint. In [9], the authors propose a bi-level model for the
distribution network and renewable energy expansion planning in a DR framework. The objective
function of the upper-level problem minimizes investment, maintenance, energy purchased from
substations, and unserved power. The lower level has instead the objective of minimizing the overall
payment faced by the consumers. The Karush-Kuhn-Tucker (KKT) complementarity constraints
are used to ensure the optimality of the lower-level solution. In [10] the authors present a bi-level
architecture based on Model Predictive Control. An upper-level decision maker, by means of its
objective function, minimizes its own power losses and costs; moreover, it provides power exchange
references related to power-flow constraints. The main differences from our work are that we focus
on operational management in which the storage dynamics are represented as well as temperature
variation in each building. Moreover, in the present paper, at the upper level, it is considered
an objective function that represents an aggregator that receives remuneration from TSO, must provide
incentives, and has to manage buildings and microgrids equipped with their own energy management
systems (EMSs).

In the same line, in [11] the authors propose a bi-level programming approach, within a game
theory approach, for optimizing the electricity tariff offered by an electricity retailer to its customers.
The model identifies customers as ‘prosumers’ (i.e., both producers and consumers) who try to
maximize their utility and to minimize their cost of electricity.

The authors in [12] consider a framework in which an aggregator of distributed storage energy
systems, electric vehicles, and temperature control loads is present and bids in day-ahead energy
and reserve markets. Even in this case, a bi-level optimization model is proposed. In the present
paper, a similar framework is considered. However, the main difference, with respect to the previously
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mentioned contributions, is that microgrids and buildings here are represented with their own EMS.
Thus, the dynamic behavior of users is taken into account.

Bi-level programming is used in many other application areas of energy systems in which there
are multiple systems and objectives to be considered (see, for example, [13-15]). However, bi-level
programming is not the only approach that is used in energy systems for the integration of different
systems, actors/agents and decision-makers.

Authors in [16] develop a hierarchical and distributed DR control strategy. They consider
a center-free algorithm and information is not collected on all DR devices. A hierarchical EMS for
optimal multi-microgrids operation based on multi-agent systems is proposed by the authors of [17].
In [18] the authors proposes a distributed energy allocation mechanism for the DSO market. This
mechanism is based on a bi-level iterative auction. The DSO runs an upper-level auction with load
aggregators as intermediate agents competing for energy (the locational marginal price is assumed
to be known). Aggregators implement lower-level auctions in parallel until market equilibrium is
established. In this way; it is possible to converge to a socially optimal solution while maintaining
physical grid constraints.

In [19] the authors study the operation of a retailer that acts as an aggregator with price-responsive
loads and submits demand bids to the day-ahead and real-time markets. The work presented in [20]
uses Benders” decomposition method to reduce the computational burden in a two-stage stochastic
model for aggregators in a large-scale case study. In [21], customer aggregators are introduced
to supply downstream demand in the most economical way. A two-level optimization problem
considers aggregators’ flexible energy demand incorporated into the centralized energy dispatch
model. The objective function aims to maximize social welfare minimizing the energy purchase cost.
In [22] and [23], the authors jointly study energy storage systems (ESSs) and DR. They analyze their
impact and possible use in a smart grid.

In [24], the authors focus attention on the integration of residential users because they are in
huge numbers and require relatively small power loads. It is shown that residential users can receive
financial benefits from reserve provision. A hierarchical structure of users is adopted together with
a game-theoretic approach.

In [25], the authors focus attention on plug-in electric vehicles (PEV) in a district and on how they
can help in demand-side management. In the experiments, the results show that the proposed system
can reduce a significant amount of both electricity cost and peak power.

A crucial point is the estimation of the potential flexibility of different types of consumers for
day-ahead and real-time ancillary services provision taking into account customers’ reactions to
the price signals [26]. Moreover, the use of incentive-based payments as price offer packages is
recommended in order to implement DR [27].

In addition to the scheduling of an aggregator’s customers, it is fundamental to design the optimal
set of customers for an aggregator. In this framework, authors in [28] study the impact of consumer
behavior on the portfolio design of a DR aggregator, developing an optimization model.

The present paper considers an aggregator (AGG) that has the knowledge of the power distribution
grid because it is also a DSO or works in strict collaboration with the DSO.

The day-ahead balancing market is that session of the market where the TSO requests for some
power flexibility in order to deal with the variation of the demand. In this session, the AGG bids the
price of energy and the amount of power to be reduced/increased in each time interval during the
day and thus it is necessary to coordinate the different customers, trying to satisfy power demand
reduction/increase and giving incentives to local users in connection with these requests. For the sake
of simplicity, in this paper, only the case of power reduction is considered.

The main contributions provided in this paper can be summarized as follows:

e The development of an optimization-based bi-level architecture for a DSO/aggregator for
participation in the balancing market in which the incentives for local users (LUs), together
with active and reactive power exchanges, are decision variables.
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e  The statement of an optimization problem for the optimal management of an aggregator/DSO
that considers a simplified prosumers’ model for flexibility assessment, providing set points for
DR operations of the LUs, ensuring a certain level of fairness.

e  The inclusion of detailed dynamical models for the two main classes of LUs (microgrids and smart
buildings) including electrical and thermal elements.

The structure of the paper is organized as follows: In Section 2 the proposed control architecture
is presented. Section 3 describes the AGG’s optimization problem while Section 4 states the LUs’
optimization problem. Section 5 presents the obtained results in a case study. Finally, Section 6 reports
some concluding remarks.

2. The Proposed Decision Architecture

In this work, we propose a two-level hierarchical architecture for the problem, as depicted
in Figure 1.

Market’s bids:
overall power to be decreased and
related unit benefit

LUs emulation and AGG Initial states and
optimization Problem model parameters
For all LUs:

Prices, Reference values for active and reactive power

= gd!/',f '_‘_

=ayr R e
Yo 4

Buildings Microgrids

LUs’ objective function: tracking of active and reactive power and
other technical parameters

Figure 1. The proposed decision architecture of the Aggregator (AGG)-Local Users (LUs) problem.

The higher level represents the AGG, aiming at minimizing different terms of cost, that include:
(a) Incentives to be paid to LUs, (b) fees/benefits (to/from the main grid) for not reaching the agreed
reduction, (c) a term aiming at a fair distribution of the power reduction among the LUs. The AGG
has to define active and reactive power exchanges with the LUs, as well as the incentives (that are
expressed as a function of active power reduction).

At the lower level, LUs try to track the power reference values given by the solution of the AGG
problem. Unlike the AGG, each LU uses a detailed model of its components.

Before the process starts, the AGG has perfect knowledge about the balancing market results
(power reductions requests, incentives, and fees), and receives the maximum flexibility affordable by
LUs calculated in the day-ahead on the basis of technical and economic considerations. Then, the AGG
solves its optimization problem by using a simplified (emulated) model for each LU and assuming
to have access to an estimate of the storage element associated with each LU. Instead, each LU does
not have any information about the electrical grid and the other users, thus avoiding competitive
behaviors. In fact, no competition between different LUs is allowed.
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It is important to note that the above two-level optimization procedure is intended to operate
within a receding horizon control scheme. In particular, as reported in Figure 2, an optimization
horizon (T) is defined over which it is assumed that reliable forecasts about future uncertain inputs
and parameters (in this case, power demand, generation from renewables, prices) are available. Such
forecasts are provided by prediction models which are considered to be external to the proposed
control scheme. Of course, the optimization horizon is the length over which the optimization problem
is run. In a receding horizon scheme, in the first run, the optimal control actions for the entire length of
the optimization horizon are found, but only the solution corresponding to the first time interval is
actually applied. Then, at the beginning of the second time interval, new information from sensors
in field (concerning the system state) and updated forecasts of the external inputs are acquired. On
this basis, a new optimization run is carried out, and so on until the horizon over which the system is
actually operated or simulated (simulation horizon) is completely covered (see Figure 2).

Optimization Horizon (T)

<«— —>
T First run ‘

Second run . S-th (final) run

t= : l

— | E— ! i I— — L ! | I >

A
Time interval (t, t+1), t=0,...,S

Simulation horizon (S)

Figure 2. A pictorial representation of the receding horizon control scheme.

The optimization problem considered in this paper refers to a single iteration of the receding
horizon control procedure and is focused on the possibility of efficiently solving the problem via
a two-level approach. Clearly, in a receding horizon scheme, at each new time interval, new information
is acquired and the two-level optimization procedure is again carried out.

3. The AGG System Model and Optimization Problem

3.1. Representation of the Network Constraints

The considered physical system is composed by buildings and microgrids, both including
renewables and storage systems, and connected to the main grid.
In order to formally represent the system model, the following sets are considered:

e N ={1,...,n} set of indexes associated to the distribution grid nodes;

e B ={1,...,b} set of indexes associated to LUs of type building;

o M={b+1,...,b+ mj} set of indexes associated to LUs of type microgrid;
e A = BU M set of the indexes associated to all users;

e H;= {1, .. h ]-} set of indexes associated to the cogeneration plants of microgrid j, j € M;
e RR;j= {1, ool ]-} set of indexes associated to the renewable sources of LU j, j € A;
e Rj= {1, ey r]-} set of indexes associated to rooms in building j, j € B.
It is necessary to consider the power flow equations for active and reactive power, which affect

the power exchanges among LUs connected to the grid. As in [29,30], in the linearized form and in
discrete time, these equations can be expressed as follows

Puzt = Gu,z(vu,t - Uz,t) + Bu,z (6u,t - 6z,t) u,ze Nu+z,t=0,...,T-1 1)
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Ju,zt = Bu,z (Uu,t - Uz,t) - Gu,z(éu,t - 6z,t) uze€ Nu+zt=0,...,T-1 2)
where:

e G, and B, are conductance and susceptance parameters for line (u,z);
e v, and 9, are the voltage magnitude and phase at node u, respectively;

®  puytand g, are the active and the reactive power flows (from u to z), respectively.

T is the number of time intervals considered, that is, the optimization horizon.

The quantities 0, Puzt and g, , 1, are a-dimensional and are expressed with reference to a common
voltage/power base value (i.e., as p. u. values).

The balance equation for active power at each node p is given by

Y jeACONNyDji+ Y\ Puzi =0 ueN,u#1,t=0,..,T-1 3)

ZFU

where CONN,, ; is equal to 1 if the LU j is directly connected to u and 0 otherwise.D; ; is the power flow
[kW] to the j-th LU from the unique node to which is connected (assumed positive if it is sent to the
user j). Py .+ is the power flow [kW], unrestricted in sign, from node u to node z (i.e., the p.u. value
(pu,2,+) multiplied by the base value).

Note that (3) holds for u # 1. In fact, conventionally node 1 is defined as the connection node
to the main grid, to which no LU is directly connected. For this node, instead of (3), the following
equation holds:

Y. L on Prei—Pgiar=0t=0,..,T-1 @)
z#1

where Pg,q s is the power flow [kW] between node 1 and the main grid (considered as positive when
the power is entering the node).
Similarly, the balance equation for reactive power is given by:

Y jcACONN,; Qi+ Quat =0 ueNu#1,t=0,..,T-1 )
z#uU

where Q;; is the reactive power exchange [kvar] between node u and the LUs and Qp 4+ represents
reactive power flows from node u to node z. In this case too, node 1 has a different equation, namely:

Z zeN Ql,z,t_Qgrid,t:OtZOI--'/T_l (6)
z#1

where Qgi4 4 is the reactive power flow [kvar] between node 1 and the main grid.
In this model, the following constraints must be fulfilled:

oMIN <4, <oMAX yeN, t=0,...,T-1 )
Qurin < Qi < Qg =0, T=1 ®
PMIN < Peyigy < PMAX 1 =0,...,T-1 ©)
DN <D, <DMAX jea, t=0,...,T-1 (10)
QN <Q; < QM jea, t=0,...,T-1 (11)

where the upper and lower bounds have a straightforward meaning.



Energies 2020, 13, 1058 7 of 23

It is supposed that the AGG only requests for a variation (decrease) of active power. To this
end, the AGG, in order to determine incentives and to divide among its customers the (active) load
reduction, has to quantify the reductions’ possibilities of each LU using limited information about the
local systems’ states. For this reason, an emulation is necessary (i.e., an approximate simulation) of the
dynamic behavior of each LU, as described in the following sub-sections.

3.2. Emulation of the LUs Corresponding to Buildings

This subsection reports the model used for the emulation of a building, embedded in the statement
of the higher-level problem. This model includes a storage system, renewables, and heat pumps.
The state of charge (SOC) dynamics of storage systems (one for each building) can be represented by
the following equations

1i(Ps,jt)Ps e
SOC]./tH ZZOSSjSOCj,t—T ]GB, t=0,...,T-1 (12)
]
' Y\ T]C/]' if PS,j,t <0 .
L (PS’]’t) N { 1/14,j otherwise jeb (13

where CAP; [kWh] is the capacity of the storage in building j, 1., j, 14 ; are efficiency parameters [adim]
(£ 1) in charging and discharging modes, loss; [adim] is a loss coefficient due to the internal losses
and A is the time discretization interval [h]. Instead, Ps ;; is the power flow (unrestricted in sign and
assumed as positive when energy is drawn from the storage) from/to the storage [kW], and SOC;
[adim] is the storage state of charge (expressed as a fraction with respect to the capacity).

The electrical balance equation includes the sum of power feeding the building (i.e., power from
storage, renewables, power from the main grid) that is equal to the power demand L;; minus a possible
decrease D4cg,j+ [kW] requested by the AGG (being of course Dagg,j+ < Lj:). Thatis,

Pres,ji + Ps,jt +Djt = Ljy —Dacg,jt j€B, t=0,...,T-1 (14)

with
Li+ =qupjt +9gjt j€B t=0,...,T-1 (15)

where Pggs j; is the power from renewables for building j, qup,j is the electrical power feeding the
heat pumps, and g ;; the remaining forecasted electrical load.
As regards reactive power, it is possible to write:

Qres,jt +Qs,jt +Qjt = Qpjt j€B, t=0,...,T-1 (16)

where Qres jt, Qs,ji, and Qpj; are the reactive power [kvar] associated with renewables and storage
systems and the forecasted demand, respectively, and Q;; is the reactive power [kvar] exchange with
the main grid.

It is supposed that the AGG has no detailed information about the temperature in the various
rooms in each building. Thus, a single variable T;; [K] is used to represent the temperature of the
overall building j. The dynamics of such temperatures is represented as in [31], namely:

A )
Tity1=Tjr+ C_MSQHP,]‘,t - (Tj,t —Textt)] j€B t=0,...,T-1 17)

TH,j Rry Jext,j

where Cry,j is the thermal capacitance in building j [kWh/K], T,y is the external temperature [K],
1s gup,j ¢ is the thermal power [kW] provided by heat pumps, Rry ey, j is the thermal resistance [K/kW]
between building j and the external environment, and 7, [adim] is given by:

Ns = OT]s heat — (1 - G)T]s,cool ] €B (18)
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where ¢ is a given constant specifying whether the heat pump operates in heating mode (¢ = 1) or in
the cooling mode (o = 0), and 7y and 1, o401 are efficiency parameters [adim].
The following upper and lower bound constraints must be taken into account:

TYN <Tj <TYX jeB, t=0,...,T~1 (19)

0<qupjt <qp~ jeB, t=0,...,T-1 (20)

socMIN <S0C;; < socMAX jeB, t=0,...,T-1 (21)

P <Py <P{4* jeB, t=0,...,T-1 (22)

QZSVI]’T < Qs < QM jeB, t=0,...,T—1 (23)
QRES]—QRES]t<QRES]]6B t=0,. T-1 (24)

where all bounds for control and state variables are known parameters, being PMIN and QMIN negative

values. Note that, whereas Pggs ;s is a given quantity (known at least as a forécast) QRES, jt may be
considered as a decision variable since its value may be adjusted, for any time interval, by means of an
electronic system based on the use of inverters.

Finally, the following constraints must be satisfied:

DAGG],t—DAGG]t]EB/t:O/-“/T_l (25)
T-1
2 Dacg,jt < Dace,ror,j ] €B, (26)
t=0
where the upper bounds DAAAéé( § and Dagg,ror,j are given for each building.

3.3. Emulation of the LUs Corresponding to Microgrids

This subsection presents the model used to emulate microgrids within the statement of the
higher-level problem. Microgrids can be modeled in a similar way as for buildings. However,
the system model is in this case a bit more complicated because the thermal balance must be considered,
given the presence of cogeneration plants in microgrids.

Specifically, the electrical balance is given by:

PRres,jt + Ps,jt + Perji +Djt = qup,jt +9€,jt — Dace,jt J€M, t=0,...,T-1 (27)

Qres,jt +Qs,jt +Qjt = Qpjt J€EM, t=0,...,T-1 (28)

where Pgy ;; is the power produced from fossil fuel plants.
The thermal balance in the heating operation mode is given by:

Prupor,jt + Prures,jt + Pra,jt 2 Duje j€M, t=0,...,T-1 (29)

where Pry poir jt PrHRES,jt PTH,j Tepresent thermal power from the gas-fed boiler, renewables,
and cogeneration plant, respectively, and Dy j; is the thermal demand for heat.
Instead, in the cooling operation mode, the balance is:

Pryres,jt + Pra,jt =2 Dujt + Prachrjt €M, t=0,...,T-1 (30)
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where Pry cy,jt is the thermal power needed to feed chillers. Moreover, in the cooling mode, also the
following constraints need to be satisfied:

Ns,co0l9HP,jt + XPrH,CHLjt = Dcjr j€M, t=0,...,T-1 (31)

where Dc j; is the cooling power demand, and y is the efficiency of the chiller [adim].

Besides, also in the case of microgrids, constraints (12),(13) (written of course for j € M) and
(20)+(26) must be fulfilled.

Finally, owing to the finite capacity of the plants, the following upper bounds must be considered:

PEL,j,tSP%/ILAXjeM,t:O,...,T—l (32)
Prochrjt < PYfiop; €M t=0,...,T~1 (33)

3.4. The Higher-Level Optimization Problem

In this subsection, the statement of the higher-level optimization problem solved by the AGG will
be provided. This problem will embed, as constraints, all equations and inequalities that have been
introduced in the previous subsections in order to emulate the LUs’ behavior.

The cost function of the higher-level decision problem consists of several terms.

(A) The first of them is Cjy,. [€], that is the cost relevant to incentives that must be provided to the
LUs in order to diminish their own load. Let Cacg,j s [€/h], the incentive that the AGG gives to
the generic j-th LU per unit time. The following structure of Cagg,j+ as a function of Dagg,j is
assumed:

CAGG,j,t = ﬂj(DAGG,]',t)Z + bjDAGG,j,t +cj jeEA t=0,...,T-1 (34)

where a;,b; and c; are given parameters of suitable physical dimension. Then, Cj; can be

expressed as:
Cinc = Z Z Caca,jid (35)

(B) The second term (actually a benefit) is Bpr [€], that is the benefit from the external grid due to the
load reduction. To express this term, note that the benefit recieved from the market for the generic
time interval is given by a known unit cost Cp gkt s [€/kWh] multiplied by the reduction of power
DRy [kW] at the point of connection with the main grid. It is supposed that an overall (maximal)
reduction MRyt =0, ..., T —1 [kW] has been agreed in advance. The reduction of power DR; can
be formalized as the difference between the forecasted request Py, 4+ (in the day-ahead) and the
new actual request Py that has to be determined. That is:

DR; = Pgrid,da,t - Pgrid,t t=0,...,T-1 (36)

It is important to note that Pgij 4,4 is a given value that cannot be updated, whereas Pg,g is
a decision variable appearing in (4).

Moreover, if the power reduction is lower than MR;, there is a fee that must be paid. Thus the
overall benefit obtained through a set of reductions DRyt =0, ..., T —1is given by:

T-1

BoR = ) [Charket (DRt = Cpee(MR; = DR) A (37)
t=0
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where Cf  is a unit cost coefficient [€/kWh]. Namely, this coefficient represents the cost associated to
a unit of unsatisfied energy demand. The following constraints hold as regards DR;, namely:

0<DR;<MR; t=0,...,T—1 (38)

On this basis, Bpr can be written simply as:

T-1

Bpr = [(CMarket,t + Cfee,t)DRt - Cfee,tMRt] (39)
t=0

(C) Finally, there is a term called “Assignment Fairness” (C4r [kW?]) that is introduced to avoid too
unbalanced power reductions among the population of LUs. This term can be written as:

T-1 2
L .
jit
Cur = D it —DRi5——— 40
AF ;O ]EEA[ AGG,jt S Ll,t:| (40)

At this point it is possible to formalize the overall AGG decision problem as follows.
The higher-level (AGG) decision problem:

min | = Ciye — Bpr + wCyr (41)
s.t. constraints (1)+(40) and

UminCMarket tDAGG, jt < CaGG,jt < @maxCharket tPAGG,jt JEA, t=0,...,T-1 (42)

In the expression of the cost (41), w [€/kW?] is a tradeoff coefficient whose value should be tuned
on the basis of the real case study considered.

Constraint (42) must be inserted in order to avoid excessive discrepancies between the benefit
provided by the market to the AGG (with reference to a specific LU j) and the overall incentive provided
by the AGG to that LU. In (42) amin and amax are fixed parameters (<1) and represent minimum and
maximum fractions of the benefit to the LUs.

Having so represented the optimization problem to be solved by the AGG, we are now in a position
to introduce problems that have to be solved by each LU.

4. The LUs’ Optimization Problem

The LUs track the references coming from the solution of the AGG problem, but have detailed
local information and may decide how to manage production plants and storage systems in order to
accomplish the AGG’s requests.

4.1. The Model Used for the Optimization Problem of a Building

In the detailed model considered for the optimization of a single building, each room is individually

considered. The dynamics of the temperature of the i-th room of building j (T; ;+ [K]), is represented as:

- - A 1 ~ = 1 - =~ =
Tijir1 = Tije + = (nsqij — = Aextijl Tijt = Textt) — = A j\Tij =Tt
Cij [ RrHext i j ( ) Z re R] RrH iy, j ( )]
i
je€B, t=0,...,T-1, ieRj
(43)

where:

e  C;;is the thermal capacitance of room i in building j [kWh/K];
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o  Tey s is external temperature [K];

° ETH,ext,i,j is the thermal resistance between room i in building j and the external environment
[K/KW];

° ETHM, j is the thermal resistance between room 7 and room r in building j [K/kW];

o A“i,r,]- is an entry of the adjacency matrix: It is equal to 1 if room i is adjacent to room r and 0
otherwise [adim];

. Zext,i, j is a coefficient equal to 1 if room i is adjacent to external environment and 0 otherwise
[adim];

®  1s4i;t is the thermal power (unrestricted in sign) provided by heat pumps in room 7 in building
j (KWL

Moreover, let
qup,jt = Z ier;fijt j€B t=0,...,T-1 (44)

where EHP’]., ; has the same physical meaning as Tpj but now it corresponds to the power provided to
the heat pumps in building j that is actually determined solving the problem for the detailed model of
that building.

Even for the detailed model of the single building the presence of a single storage element is
considered, whose dynamics can still be represented via (12)—(13).

The power balance equation is given by:

Pres,j + Ps,j¢ +Drujt = Lit —Dacc,js j€B, t=0,...,T—1 (45)

which has the same meaning as (14) but where:

o 175, j,+ is the power flow form the storage element corresponding to the solution of the local problem;

e Dyy,j: is the actual power flow from the main grid to the LU j, determined by the solution of the
local problem;

. Zj,t is the building load, expressed in a more detailed way with respect to (14), that is:

Zj,t = qup,jt + Poenjt + Paashjt +qg,jt j€B, t=0,...,T-1 (46)

Including:

- fixed consumption g, ;
- power necessary to feed electrical vehicles Py, it

- power necessary to feed washing machines Py, it

However, there is a fundamental difference between (45)—(46) with respect to (14)—(15). In fact,
whereas L;, grp,j+, and gg,j; are considered as fixed in (14)—(15), quantities Zj/t, Puyen,j i, and Pyggp, j 1 are
decision variables within the problem of the LU corresponding to building j. The washing machines
(partly) and the electrical vehicle loads are considered as deferrable, provided that the following
constraints are fulfilled:

Z E;&Pveh,j,tA = ETOT,veh,j JjEB (47)
. _ pfix def . . _
Pwash,],t - Pwash,]‘,t + Pwash,j,t ] & B, t=0,...,T-1 (48)
T-1pdef _ pdef .
Z t=0Lwash jt® = E10T0asn,j 1 € B (49)

where E1or,ven, j, s the total electrical energy demand for electrical vehicles [kWh]. Py, j+ is the power

demand for the washing machines that is split in two terms: one fixed P);: Zsh it (not adjustable) and one
deferrable P/ E%/ . is the total deferrable energy demand [kWh] for washing machines.

wash,j,t* ~TOT wash,j
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4.2. The Optimization Problem for a Building

Each LU j receives form the AGG, as a part of the solution of its problem, the load reductions
Dacg,jst = 0,...,T—1 attributed to the specific LU, and the (reference) values Dj;t = 0,...,T-1,
corresponding to the power flow between the grid and that LU. Then, the LU problem can be formalized
as the minimization of the quadratic deviation between the sequence Dy j; of the actual power flow
from the main grid and the LU, and the reference sequence D ;.

Optimization Problem For The Single Building j

T-1
) 2
minjp; = Z(DLLI,j,t - Dj,t) (50)
t=0
s.t. constraints (12)-(13) and (43)+(49), written for the index j of interest.

4.3. The Model Used for the Optimization Problem of a Microgrid

We consider a model with the following entities: Microturbines (representing the cogeneration
plants), photovoltaics, electric vehicles charging stations, heat pumps and chillers. Even for the detailed
model of the single microgrid, the presence of a single storage element is considered, whose dynamics
can still be represented via (12)—-(13).

In this model, the electric power balance is given by:

Z heH; PELR jt + Z 1erR; PRES 1jt + Ps,jt + Drujjr = Ljy = Dacg,jr j€M, t=0,...,T-1  (51)

Lit = qup,jt +9E,jt + Poenjt €M (52)

Z 1erRR;QRES 1jt + Qs,jt + Quuje = Qpjr JEM, t=0,...,T~1 (53)
where:

®  Pgpp,jsis the active power coming from the controllable microturbine / in microgrid j;
®  Pges, s is the active power that is injected from local renewable energy sources of kind /;

e DPg;is the active power (unrestricted in sign) drawn from the storage;
e Dyy,j: is the power coming from the grid;

®  qmp,j: is the power requested by heat pumps;

® (g is the fixed electrical demand;

® Py is the power consumed by electric vehicles.

Powers Py, ;1 is considered as a deferrable load and is subject to constraints similar to those in
Equation (47).

Furthermore, Qggs,,j+ and és/]‘/t, are the corresponding reactive power flows. Note that it is
assumed that it is possible to regulate the reactive power from the controllable microturbines, imposing
them as equal to zero. Thus, there is no decision variable corresponding to these powers. Instead, it is
assumed that the reactive power coming from the renewable energy sources, as well as the reactive
power coming from the storage, can be regulated. Thus, such powers are considered as decision
variables. Besides, Qp,;; is a fixed amount of reactive power corresponding to the heat pumps and the
electric load (the reactive power for electric vehicles is assumed to be zero).

Besides, the following constraints must be taken into account:

Prp it < PQALAh’; jeM, t=0,...,T-1 (54)
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The thermal balance constraints, for the heating mode, correspond to:

Pry ot + Z 1eRR; PTH,RES 1, jt + Z hett; Prenjt = Drje j€M, t=0,...,T-1 (55)

whereas, for the cooling mode, the constraints are:

Z 1eRR; PTH RES 1, jt T Z het; PTi it 2 D je + Prechrjs j€EM, t=0,...,T-1 (56)
Ns,cootdrip,ji + XProcrje > Dojy jEM, t=0,...,T—1 (57)
FTH,CHI,j,t < PIT\'/II-?)C(HIJ jeEM, t=0,...,T-1 (58)

where:

° FTH,BOIL, i+ is the thermal power produced by the (unique) gas-fed boiler;

®  PryRresyjt is the thermal power from the I-th renewable energy source;

®  Pryy,js is the thermal power produced by the h-th co-generative microturbine;
) FTH,CHL j+ is the thermal power consumed by the (unique) chiller;

It is important to note that the thermal balance and the electrical power balance are coupled owing
to the presence of co-generative microturbines. Namely, for a given microturbine /, it is assumed that
the following relationship holds:

Pryp,it = pn,jPeLpjr J€M, t=0,...,T-1 (59)

where y, ; is a given parameter characteristic of the considered microturbine. More complex
relationships could be used instead of (59) but, for the sake of simplicity, in this paper a purely
linear model is adopted.

4.4. The Optimization Problem for a Microgrid

Even in this case, the optimization problem can be stated as the minimization of the quadratic
deviation of the actual behavior with respect to the reference value given by the upper problem, as
regards both active (D]',tt =0,...,T—1) and reactive (Qj,tt =0,...,T-1) powers.

Optimization problem for the single microgrid j:

. 2 .
minfp; = Z tT:()(DLU,j,t - Dj,t) +(Quuji - Qi) jeM (60)
s.t. constraints (12)—(13), (47) and (51)+(59)

5. Application to a Case Study

The developed bi-level architecture has been applied to a case study in the Liguria Region, Italy.
In particular, the considered case study is related to Savona Municipality data, which is located in
the north western part of Italy. In particular, on the territory, it is already present a microgrid at the
campus level [29], which includes heat pumps, buildings and renewables, a laboratory microgrid,
and a sustainable building that, with renewables and storage systems, can be operated in islanded
mode and considered as a microgrid. Moreover, the municipality is planning to replicate the microgrid
in different areas and to constitute an energy community in the context of a so-called “smart city
project”. For these areas data have been estimated on the basis of territorial characteristics and the
Savona Campus Microgrid.

Specifically, six different local users have been considered. Three of them are building type
LUs, while others are microgrid type LUs. Figure 3 shows a scheme of the considered case study.
The network is composed by a slack node (i.e., the connection to the main grid, green), plus other
5 (blue) nodes: two with building type LUs connected, and three with microgrid type LUs.
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Figure 3. Network architecture of the case study.

The model has been implemented with the optimization modeling software LINGO and the
results are presented in the following sub-sections. Due to the high-computational burden, each
problem runs in about 4 to 6 min.

5.1. The Available Data and Demands

The upper level represents the AGG and emulates the LUs’ behavior in order to determine and
distribute the demand reduction. The considered power production from renewables for the different
local users (only from PV plants) is reported in Figure 4, while electrical (L;;) and thermal (D, )
demands (the latter is considered only for microgrids) of two LUs (one building and one microgrid)
are reported in Figures 5 and 6. Electrical and thermal demands for the other LUs have profiles similar
to those reported in Figures 5 and 6, respectively. Note that a 24 h optimization horizon has been
considered, whereas the time discretization interval is 1 h.

10 ——————1—

80 [

40 -

Ppisji[kW]

20

8 91011121314 151617 18 1920 2122 23
Time [h]

Figure 4. Renewable power production of the LUs.
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Figure 5. Electrical demand of the LU number 2 (Building).
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Figure 6. Electrical and thermal demand of the LU number 4 (microgrid).

5.2. Results for the AGG Optimization Problem

The optimal results for the AGG’s optimization problem are presented in Figures 7-9.
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Figure 7. Power reduction at the grid node.

The optimal solution has a power reduction DR; as presented in Figure 7. It highlights that the
power reduction requested at the grid node (MR;) is almost satisfied along the entire optimization
interval, with a slight difference during the first and the last hours due to the absence of renewable power.
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Besides, Figure 8 reports the values for the power exchanged between the main grid and each
LU (D), while Figure 9 shows the optimal results related to the power reduction Dgg,j - It can be
noted that the overall power reduction is split in rates which are maintained almost equal along the
whole day. This is mainly due to the presence of the “Assignment Fairness” term in the cost function
minimized in the higher level problem.

200 T T T T T T
150 —
=
24100 | 4
&
| ‘ ‘ ‘ ‘ ‘ ‘ |
0
0 10 11 12 13 14 15 16 17 18 19 20 21 22 23
Time [h]
Figure 8. Values of the power exchanged by the LUs and the main grid.
12 T T T T T T T T T T T T T T T T T T T
‘-DA(,‘(.',L:S B D.ace2i [P aca s I D ace.aq B Dace,s: I Daca.oi
10} 2
— 8r ]
=
=3
= 6f 1
<
&
~T
Q 4r .
2 - -
0

0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23
Time [h]

Figure 9. Optimal power reduction resulted from upper-level calculation.

Once the upper-level optimization problem is solved, its solution is used as a reference pattern for
the lower-level decision problems.

5.3. Lower-Level Results: Building-Type LUs

The results of the lower-level optimization problems are presented in Figures 10 and 11. It can be
noted that the power reference pattern set by the AGG is tracked almost exactly in the solution of the
lower-level problems (Figure 10).
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Figure 10. Power exchange between the nodes and the LUs (buildings) compared with their
reference values.

Figure 11 presents the electrical balance (51) at each LU where the largest portion of the load is
satisfied by purchasing from the grid since there is not any other power sources but the PV plants and
the storage. Note that, for the sake of simplicity in the representation of the power pattern, the power
exchanged with the storage 175, j+ 1s represented as:

55,]'; = Es,inj,j,t - Fs,abs,j,t j€B, t=0,...,T-1 (61)

where Es,in j,jt the first term in the rh.s. represents the power drawn from the storage and injected into
the building, whereas P 45 j + represents the power absorbed by the storage.
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Figure 11. Electrical balance in the LUs (buildings).
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5.4. Lower-Level Results: Microgrid Type LU

18 of 23

The second type of LUs are microgrids. They have higher flexibility due to the presence of a larger
pool of energy production technologies. This leads to a solution (Figure 12) which perfectly fits the
reference data.
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Figure 12. Power exchange between the nodes and the LUs (microgrids) compared with their
reference values.

In Figures 13 and 14 both the electrical (51) and thermal balances (56)are reported, highlighting
the variety of the energy production pool. Specifically, the presence of two microturbines for each of
the three microgrids, one with electrical nominal power of 35 and 65 kW (C30 and C65, respectively).
The fraction of the load satisfied through the energy bought from the grid is definitely lower than in
the case of buildings because the microturbines are co-generative plants, which are able to satisfy also
thermal demands.

Electrical Power Balance (kW]

600

500

400 -

-400 -

MicroGrid 4

[ Press: EBPeLCcosA

B Psoj.: B Dacess

B D:v:: L.

[0 PeL.csoa I Ps b ot 1

6 9 12 15 18 21 24
Time [h]

600

-400

MicroGrid 5

:![_’nfcw I Percos5
| I Ps.in;5c B Daces:
‘-Du 5.t -l:',r

| Pe.cs05. I Ps.abs 5.4

0 3 6 9 12 15 18 21 24
Time [h]

600

500

rical Power Balance (kW)

T JULLEks s ST i I U G
0 3 6 9 12 15 18 21 24
Time [h]

Figure 13. Electrical balance in the LUs (microgrids).
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Figure 14. Thermal balance in the LUs (microgrids).

As expected, the higher flexibility of the microgrids provides a better solution in regards to the
objective function, since the electrical profile totally fits the reference one (see Figure 12).

6. Conclusions

Demand response is a subject of utmost importance and it can provide a noteworthy improvement
to the performance of the grid. Of course, this requires the development and the application of viable
and effective approaches for energy management. In this framework, an approach was proposed in this
paper based on a bi-level architecture in which an AGG of consumers plays the role of a higher-level
decision-maker. The problem solved at the AGG level is relevant to the balancing market, and incentives
for LUs (i.e., buildings and microgrids) are considered as well as their flexibility. The higher-level,
representing the AGG, determines the reference values, to be considered by the LUs, minimizing the
overall cost function considered. At the lower level, the local users try to follow the reference values
and, through demand response programs, try to contain their costs and to satisfy their demands.
The microgrids are characterized by higher flexibility with respect to the other LUs (buildings), owing
to the presence of several production plants. The proposed architecture has been developed within
the following assumptions in regards to the (bidirectional) interaction between the two levels. First
of all, the higher level provides the reference patterns for the lower-level problems. Besides, there
is information flow from the lower level to the upper level in regards to the storage initial state and
the maximum affordable reduction for each LU. The application of the presented decision scheme
could be viewed within a receding-horizon framework, in which, at each time step, only the solution
referring to the next time discretization interval is applied. Then, at the next time step, a new solution
to the same problem, concerning an optimization interval of the same length as above, is determined
after having received the information about the current system state. Further developments will
be the implementation of more detailed models for single plants and the use of different renewable
energy sources. Another possible extension could the application of the model to grids with different
architectures to determine if the load flexibility can be improved.
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Nomenclature

Sets:

T ={1,...,t} set of time instants;

N ={1,...,n} set of indexes associated to the distribution grid nodes;

B ={1,...,b} set of indexes associated to LUs of type building;

M = {b+1,...,b+ m} set of indexes associated to LUs of type microgrid;

A = BU M set of the indexes associated to all users;

H; = {1, ... h ]-} set of indexes associated to the cogeneration plants of microgrid j, j € M;

RR ji= {1, ol j} set of indexes associated to the renewable sources of LU j, j € A;

R j= {1, cel, rj} set of indexes associated to rooms in building j, j € B.

Decision Variables:

Pu,zt = active power flow for line (u,z) at time ¢ [p.u.];

P, .t = active power flow for line (u,z) at time ¢ [kW];

Ju,+ = reactive power flow for line (1, z) at time ¢ [p.u.];

Qu,z = reactive power flow for line (u,z) at time ¢ [kvar];

vy, = voltage magnitude at node u at time ¢ [p.u.];

Oyt = phase magnitude at node u at time ¢ [p.u.];

D = active power exchange from the node u to the LU at time ¢ [kW];

Qj+ = reactive power exchange from the node u to the LU at time ¢ [kvar];

Pyrig + = active power exchange form the slack node to the main grid at time ¢ [kW];
Qgria,+ = reactive power exchange from the slack node to the main grid at time ¢ [kvar];
SOC;; = State of Charge of the storage element j at time £;

QRes,j+ = reactive power from renewables of the j-th LU at time ¢ [kvar];

Ps,;+ = active power exchange with the storage of the j-th LU at time ¢ [kW];

Qs,j,+ = reactive power exchange with the storage of the j-th LU at time ¢ [kvar];
Dagg,j+ = active power decrease requested by the AGG to the j-th LU at time ¢ [kW];
qup,j+ = electrical power provided by heat pumps in the j-th LU at time ¢ [kW];

L;; =active power demand of the j-th LU at time ¢ [kW];

T+ = temperature of the building j at time ¢ [K];

Pgy ;1 = power produced from cogeneration plants in microgrid j at time ¢ [kW];

Pry oir,j+ =thermal power produced by the boiler in microgrid j at time ¢ [kW];
Prp,j+ = thermal power produced by the cogeneration plants in microgrid j at time ¢ [kW];
DRy = actual power reduction at the slack node at time ¢ [kW];

Cacc,j+ = incentive that the AGG gives to the generic j-th LU per unit time [€/h];
Dyy,j+ = actual power flow (calculated at the lower level) from the grid to the LU j at time ¢ [kW];
ﬁ, jt = temperature of the i-th room of building j at time ¢ [K];

qup,j; = same physical meaning as qyp,j; in the lower-level problem [kW];

175, jt = same physical meaning as Ps ; in the lower-level problem [kW];

Zj,t = same physical meaning as L;; in the lower-level problem [kW];

Pyenjt = power necessary to feed electrical vehicles in the j-th LU at time ¢ [kW];
Puasn,j+ = power necessary to feed washing machines in building j at time # [kW];

- deferrable fraction of Py, j [kW];

wash, j,t

Qru,jt = actual reactive power flow (calculated at the lower level) from the grid to the microgrid j at time ¢

[kvar];
Pgppj+ = active power coming from the cogenerative microturbine / in microgrid j at time ¢ [kW];
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Pry i+ = thermal power produced by the h-th cogenerative microturbine in microgrid j at time  [kW];
Pry pj+ = thermal power produced by the (unique) gas-fed boiler in microgrid j at time ¢ [kW];
QREs,1,j+ = reactive power coming from the renewable plant / in microgrid j at time f [kvar];
Parameters

Gy,z = conductance for line (1, z);

By, = susceptance for line (u, z);

CONN,,j = coefficient expressing the connection of LU j and node u;

xMIN = minimum value of a physical quantity x;

xMAX = maximum value of a physical quantity x;

A = time interval length [h]

Pres,j+ = active power from renewables of the j-th LU at time £; [kW]

loss; = loss coefficient in the storage of the j-th LU;

CAP; = capacity of the storage of the j-th LU [kWh];

n j(PS,j,t) = efficiency parameter of the storage of the j-th LU;

1¢,j = charging efficiency parameter of the storage of the j-th LU;

14,; = discharging efficiency parameter of the storage of the j-th LU;

Qk,j+ = reactive power demand of the j-th LU at time # [kvar];

Dagg,ror,j = maximum active power decrease over the entire day in the j-th LU [kW];

qg,j+ = active power load without the heat pumps in the j-th LU at time ¢ [kW];

Textt = external temperature at time ¢ [K];

Cry,j = thermal capacitance in building j [kWh/K];

RrHext,j = resistance between building j and the external environment [K/kWJ;

s =heat pump efficiency coefficient;

1s,heat = heat pump efficiency coefficient in heating mode;

15,000l = heat pump efficiency coefficient in heating mode;

o = constant specifying whether the heat pump operates in heating or cooling mode;

X = efficiency of the chiller;

PrH,RES,j+ = thermal power produced by renewables in microgrid j at time ¢ [kW];

Dy, j; = thermal demand (heating) in microgrid j at time ¢ [kW];

Dc,j+ = thermal demand (cooling) in microgrid j at time ¢ [kW];

Pry chyjt = thermal power needed to feed the (unique) chiller in microgrid j at time ¢ [kW];
w = tradeoff coefficient [€/kW2];

aj = parameter of the cost function of the j-th LU [€/h-kW?];

b j = parameter of the cost function of the j-th LU [€/kWh];

¢j = parameter of the cost function of the j-th LU [€/h];

MRy = overall (maximal) power reduction at the slack node at time t [kW];

Perig a,r = day-ahead power forecast regarding the slack node at time ¢ [kW];

Charket,t = benefit from the market for the generic time interval at time ¢ [€/kWh];

Cfe,t = unit cost coefficient at time £ [€/kWh];

C;,j = thermal capacitance of room i in building j [kWh/K];

q;,j,+ = electrical power provided by heat pumps in room i in building j at time t [kW];
ETH,MM = thermal resistance between room i in building j and the external environment [K/kW];

Aexti,j = entry of the adjacency matrix;

ﬁTH,,v,r,j = is the thermal resistance between room i and room r in building j [K/kW];
Zi,r,j = entry of the adjacency matrix regarding rooms i and r in building j;

4k j+ = fixed electrical demand in the lower-level problem in the j-th LU at time t [kW];
EToT,0en,j = total electrical energy demand for electrical vehicles in the j-th LU [kWh];

PZ: ;sh,]',t = fixed fraction of Py, j i [KW];
def
TOT,wash,j

Lip,j = parameter characteristic of the h-th cogenerative microturbine;

PRes,),j+ = active power coming from the renewable plant / in microgrid j at time ¢ [kW];

= total deferrable energy demand for washing machines in building j [kWh];
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Qp,j+ = fixed amount of reactive power corresponding to the heat pumps and the electric load [kvar];
Pry Res 1 j = thermal power from the [-th renewable energy source in microgrid j at time ¢ [kW];
Objective function:

] = objective function of the AGG optimization problem;

fB, j = objective function of building j;

fM, j = objective function of microgrid j;

Cinc = cost of providing incentives to the LUs [€];

Bpr = benefit from the external grid due to the load reduction [€];

Car = “Assignment Fairness” [kW2];
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