energies

Article

Understanding Power Market Dynamics by Reflecting Market
Interrelations and Flexibility-Oriented Bidding Strategies

Ramiz Qussous *

check for
updates

Citation: Qussous, R.; Harder, N.;
Weidlich, A. Understanding Power
Market Dynamics by Reflecting
Market Interrelations and
Flexibility-Oriented Bidding
Strategies. Energies 2022, 15, 494.
https:/ /doi.org/10.3390/en15020494

Academic Editors: Tek Tjing Lie and
Surender Reddy Salkuti

Received: 24 November 2021
Accepted: 2 January 2022
Published: 11 January 2022

Publisher’s Note: MDPI stays neutral
with regard to jurisdictional claims in
published maps and institutional affil-

iations.

Copyright: © 2022 by the authors.
Licensee MDPI, Basel, Switzerland.
This article is an open access article
distributed under the terms and
conditions of the Creative Commons
Attribution (CC BY) license (https://
creativecommons.org/licenses /by /
4.0/).

, Nick Harder

and Anke Weidlich

Department of Sustainable Systems Engineering (INATECH), University of Freiburg, Emmy-Noether-Strasse 2,
79110 Freiburg, Germany; nick.harder@inatech.uni-freiburg.de (N.H.);

anke.weidlich@inatech.uni-freiburg.de (A.W.)

* Correspondence: ramiz.qussous@inatech.uni-freiburg.de; Tel.: +49-176-2035-4178

Abstract: Power markets are becoming increasingly complex as they move towards (i) integrating
higher amounts of variable renewable energy, (ii) shorter trading intervals and lead times, (iii) stronger
interdependencies between related markets, and (iv) increasing energy system integration. For
designing them appropriately, an enhanced understanding of the dynamics in interrelated short-term
physical power and energy markets is required, which can be supported by market simulations. In this
papet, we present an agent-based power market simulation model with rule-based bidding strategies
that addresses the above-mentioned challenges, and represents market participants individually with
a high level of technical detail. By allowing agents to participate in several interrelated markets,
such as the energy-only market, a procurement platform for control reserve and a local heat market
representing district heating systems, cross-market opportunity costs are well reflected. With this
approach, we were able to reproduce EPEX SPOT market outcomes for the German bidding zone with
a high level of accuracy (mean absolute percentage error of 8 €/MWh for the years 2016-2019). We
were also able to model negative market prices at the energy-only market realistically, and observed
that the occurrence of negative prices differs among data inputs used. The simulation model provides
a useful tool for investigating different short-term physical power/energy market structures and
designs in the future. The modular structure also enables extension to further related markets, such
as fuel, CO,, or derivative markets.

Keywords: agent-based simulation; electricity markets; flexibility; bidding strategies; interrelated
markets

1. Introduction

Power markets are constantly evolving to respond effectively to the changing needs
of the energy system. Increasing amounts of power generation from variable renewable
energy (VRE) sources significantly impact power market performance, and today’s market
design requires changes to support efficient operations in a future system with even higher
renewable energy shares, and to provide incentives to attract flexibility provision to the
system [1]. Power markets nowadays allow for short-term trading in fine-grained time
intervals, which better supports reactions to updated renewable generation forecasts, up to
closely before delivery time. Along with the development of energy-only markets, they
are linked with markets for control reserves that are also characterized by shorter-term
market clearing in smaller time intervals. Given market interrelations, opportunity costs
from one market influence bidding strategies on other markets, which impacts the market
dynamics. Moreover, energy systems outside the power sector, such as heat supply and
electric mobility, will also have an increased influence on power markets, additionally
increasing their complexity and interrelations.

Due to the system criticality of electricity markets and the constant need for adapta-
tions of market designs, appropriate tools for their analysis are needed. In energy system
modeling, optimization models prevail, which typically do not model market interrela-
tions and the dynamics resulting from bidding strategies in detail. Therefore, they are
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less suitable for realistically modeling power market outcomes, and therefore also have
only limited capabilities of analyzing power market designs. Simulation models, in con-
trast, provide the flexibility to model specific markets in high levels of detail, without
prohibitively increasing the computational complexity of the model. Agent-based models
in particular allow for representing the market participant’s perspective and meaningful
bidding strategies under consideration of opportunity costs from participation in several
interrelated markets. This agent perspective increases the understanding of such systems
and reduces risks and uncertainties [2,3].

This work introduces the flexibility-oriented Agent-Based Laboratory for Electricity
Market Analysis flexABLE as an open-source model that allows for detailed analysis of
power market dynamics, addressing the above-mentioned challenges and research require-
ments. It models electricity markets using a bottom-up approach and has a high level of
detail on relevant technical parameters. The primary results of the model are the electricity
prices on the energy-only market (day-ahead/intraday market), and the operation plans
of different power generation units. The contributions to the research community are
as follows:

* An open-source agent-based Python framework that allows the user to set up market
configurations easily.

¢ Anovel approach of including multiple interrelated markets, allowing better under-
standing of agents’ behavior in such complex environment. The three default market
configurations cover an energy-only, control reserve (covering capacity and energy
market schemes) and district heat markets.

* A modular structure that allows users to develop and implement new classes (sub-
classes) and units.

*  Low system requirements due to iterative design (All simulations presented in Section 4
were performed using an Intel(R) Core(TM) i5-7300U CPU 2.60 GHz, 12 GB RAM
computer. The simulation of a complete year required 20 min). The iterative design also
allows modeling any period of interest, which can range from a few weeks to several
consecutive years.

The ability to model multiple interrelated markets helps increase the realism of the
model. Agents can formulate multiple bids, classified as inflexible and flexible bids,
which is particularly relevant for thermal power plants. The inflexible bids represent the
minimum amount of power the agent must deliver either for technical restrictions or for its
commitment to other markets, and the price of such bid is set so that it reflects the avoided
cost of shutting down a units or of not being able to meet commitments made on other
markets. Modeling the market in this way means some agents formulate negative bids,
leading to negative market prices at times where residual demand is low.

The outcomes of the flexABLE model can be used to answer economic questions,
e.g., questions related to the effects of market design changes, or also system changes such
as effects of a phase-out of conventional power generation technologies. The model can
also be used to tackle technical questions, due to the ability to model different market
participants with a high level of technical details.

The paper proceeds as follows: Section 2 briefly compares different energy systems
modeling paradigms and reviews similar models. Section 3 describes the flexABLE frame-
work architecture and the bidding strategies. Section 4 describes the scenarios used to
validate the models and discusses the results, and Section 5 finally provides the conclusions.

2. Related Work

A variety of models can be found in the literature that help analyzing energy systems.
Pfenninger et al. [4] identify four paradigms of energy system models, which are (1) energy
system optimization models, (2) energy systems simulation models, (3) power systems
and electricity market models, and (4) qualitative and mixed-methods scenarios. They
further distinguish between two methods and purpose pairs, i.e., simulation/forecast,
and optimization/scenario. Within these categories, the approach of this work would be
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classified as the third paradigm, i.e., power systems and electricity market model. While
our simulation model can be used for forecasting, the purpose is rather to explore possible
market outcomes if the market structures or market designs are altered. In that sense, it is
best used for “what-if” predictions rather than for forecasting.

With a stricter focus on electricity market modeling, Ventosa et al. [5] propose a classi-
fication scheme that elaborates on the mathematical structure of the models, with the three
main trends of (1) optimization models, (2) equilibrium models, and (3) simulation models.
Within the last category, a further distinction is made between equilibrium simulation
models and agent-based simulation models. This work would rather constitute the last of
the named types.

In power system analysis, optimization models are the most popular. The majority of
these models are expressed as linear programming problems. Some also include integer
and binary variables for, e.g., defining a plant’s on/off state or for formulating minimum
power constraints, which then makes them mixed-integer linear programming problems.
While these models are powerful in determining not only the cost-optimal short-term
dispatch under given constraints, but also longer-term investment decisions; they are
typically not designed—and not adequate—for analyzing power markets in detail. The
system marginal cost given by the shadow variable of the energy balance equation can
be taken as an indication for power price levels, which neglects many aspects typical for
real-world markets, such as bidding behavior or interactions between related markets.

Equilibrium models reflect the competition between multiple agents. The individual
agents set their supply and demand behavior by optimizing their utility, profit, or cost
objectives [6]. In equilibrium models, the system is defined as a set of mathematical
(algebraic or differential) equations.

In such complex systems as interrelated power markets, the formulation and solution
for mathematical problems are hard to find [7], which encouraged the emergence of simu-
lations. Simulation models are usually built modularly rather than in a rigid mathematical
formulation [8]. This approach provides the flexibility of implementing the agents’ strategic
behavior [5]. The modularity of simulation models also allows the modelers to incorporate
multiple approaches to the model to gain better insights, bridging the gaps between bottom-
up and top-down approaches [7,9]. The need for such hybrid simulation models emerged
from the structural incapability of standard macroeconomic models of representing major
and complex technical details of the energy systems. Instead, macroeconomic models offer
an aggregate mathematical representation [9,10].

The boundaries between the energy system modeling approaches are rather “fluid”
instead of rigid [4]. A particular model can be positioned anywhere along the continuous
scale between the extremities, depending on the model’s purpose. Due to the large number
of available models, the authors have restricted this review to those related approaches that
deliver comparable output to the simulation model presented in this work, although they
might have different purposes. A summary and comparison of those models is presented
in Table 1.
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Table 1. Energy system models and frameworks with similar research scope to flexABLE.

Model Approach Dispatch Sectors Spatial Resolution Temporal Resolution Reserves Network Open-Source Reference
Dispa-Set Optimization Unit Electricity, heat Country Hour v Cross-border v [11]
ELMOD Optimization Unit Electricity, heat Transmission network node Hour v DC-OPF [12]
PyPSA Optimization Unit Cross-sectoral Nodal Hour - DC-OPF, LPF v [13]
Oemof Optimization Unit Cross-sectoral Nodal Hour - Transport model v [14]
EMMA Optimization Type Electricity Country (North-Western Europe) Hour Z;Ei?eugrfsﬁgﬁ?g (CAr,?és)_bOder trades v [15]
Renpass Optimization Type Electricity Sf;?jggn trill regions other coun- Hour - net transfer capacities v’ [16]
PowerFlex Optimization Unit Electricity, heat Transmission network node Hour v/ (as baseload) DC-OPF - [17]
E2M2 Optimization Unit Electricity, heat Country Hour v - - [18]
REMix Optimization Type Electricity, heat Nodal Hour - DC-OPF - [19]
AMIRIS Simulation Type Electricity Federal states (Germany) 15 min - - - [20]
GAPEX Simulation Sgeenrftcs) Electricity Power exchange markets - Net transfer capacities - [21]
flexABLE Simulation Unit Electricity, heat Nodal 15 min v Linked to PyPSA v
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As shown in this table, the temporal resolution of most reviewed models is one hour.
While the hourly resolution is sufficiently detailed for capacity expansion models, it falls
short of representing today’s power markets, which offer trading intervals down to the 15-
min level. Another important feature for detailed electricity system models is a high spatial
resolution and the representation of grid constraints. Many reviewed models incorporate
grid constraints through direct current optimal power flow (DC-OPF) approximations of
transmission systems. The flexABLE model does not have its own grid representation but
can be linked to PyPSA [13] for calculating necessary re-dispatch measures when lines are
overloaded.

Optimization models are common when calculating dispatch plans; the output of
these models varies according to the defined objective function and constraints, such as
Dispa-SET model [11] developed within the Joint Research Centre, focuses on balancing
and flexibility problems in European grids. The model solves a linear optimization problem
(LP) to minimize operational costs. The model produces hourly unit-wise dispatch plans
for multiple European countries. The power plants’ technical constraints, such as minimum
power and ramping limits, are taken into consideration. The short-run marginal cost of the
different units is calculated depending on the fuel costs provided. A markup is added to
consider ramping, startup, and shutdown costs.

A similar approach is followed in the ELMOD model family [12], but with a more
detailed representation of the European transmission network. Currently, four submodels
have emerged from ELMOD, introducing extra constraints to answer different research
questions, such as the impacts of wind generation uncertainty [22], or the multi-period
investments covering multiple sectors [23].

Building modular frameworks could also be noticed in models such as PyPSA [13] and
Oemof [14]. Both of these models offer an easy framework for the user to implement their
own multi-sectoral scenarios. The frameworks also provide the user with the flexibility of
defining the spatial and temporal resolution for their simulations. Similar to Dispa-SET
and ELMOD, those models use the short-run marginal cost with an added markup to
model different technical constraints. This approach fulfills the purpose of these models to
optimize dispatch plans with minimal cost objectives. Still, it does not reflect the agents’
competition for self-profit maximization.

The authors in [24] introduced a generalized Nash equilibrium model to represent
the effects of coordination between different transmission network operators. A similar
approach has been used in different energy markets to describe the competition of the
various agents. MultiMOD [20] represents the large-scale supply and demand for fossil
fuels and renewable energy sources. The model is formulated as a dynamic generalized
Nash equilibrium.

Although equilibrium model implementation has been repeatedly researched and
proposed for electricity market modeling, we did not identify frameworks/models with
comparable output to the model introduced by this paper. Equilibrium models typically
answer questions related to agents’ strategic behavior or policy introduction. The model
presented in [25] analyzes the market power exerted by different market agents while
characterizing their bidding strategies by conjectured price response. The authors of [26]
propose a method to model electricity markets as single-level equilibrium problems while
still identifying equilibria similar to those obtained using bi-level problems. It was also
indicated that equilibrium models help comprehend the market participant’s behavior
rather than being an offering/bidding tool for producers/consumers [26]. The authors
of [27] identify a supply function equilibrium (SFE) model that can be applied to a multiple-
period situation. It was also shown that actual market prices can be well simulated by SFE
models given certain assumptions [27,28].

The complexity of equilibrium models encourages the implementation of agent and
heuristic models. The drawback of such models is that the underlying mathematical
foundation is not well developed [28], explaining the trend of implementing hybrid models.
Their main structure is a discrete event object-oriented simulation model. However, the
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different agents (components) could still use optimization or game-theoretic methods for
internal calculations.

AMIRIS [21] focuses on the regulatory framework’s impact on renewable energy
resources and storage units development in a market. Therefore, the model’s main output
is the dispatch plans of renewable energy resources and storage units, the income and
expenses of involved agents, and support schemes’ costs. The model has 15min time
resolution and is JAVA based, and the renewable energy agents are modeled in a more
detailed manner than thermal power plants. AMIRIS itself is not open-source, but the
framework upon which it is based was published under Apache License [29].

GAPEX framework [30] allows the users to study the dynamic performance of elec-
tricity markets. The framework was implemented in Matlab using the object-oriented
programming capabilities to allow for representing different components. The framework
was used to simulate the Italian electricity market, with accurate results [30]. No infor-
mation was found about the availability of the framework; nonetheless, the availability is
further affected by Matlab being proprietary software.

AMES [31] is an agent-based model that offers users a framework to model whole-
sale power markets along with transmission networks. The framework was developed
in 2009 to simulate and research wholesale markets that follow the U.S. Federal Energy
Regulatory Commission (FERC) design [32]. The model is available as open-source soft-
ware under GNU General Public License (GPL). Most parts were developed in Java
programming language.

EMCAS [33] and PowerACE [34] are also agent-based models that focus on answering
questions related to distributed decision-making in electricity markets and market design.
These models were used in multiple projects but are not offered as open-source (currently).

3. Materials and Methods

The model presented in this work is a simulation framework implemented as an object-
oriented Python program. Its architecture and the interaction of the market participants are
described in Section 3.1. Section 3.2 describes the bidding strategies applied by each agent
as a basis for the market outcome.

3.1. Model Architecture

Following an object-oriented paradigm, all market participants and other objects are
implemented as classes, each defining the most relative attributes and functions. This
enables the modeler to populate a scenario with multiple markets and generation units by
only setting the individual attributes. This modularity allows for representing numerous
different market setups, reflecting regional characteristics. The sample implementation
presented in this paper is adapted to the market design in the German bidding zone. The
following common classes are defined in flexABLE:

e The World class serves as a container for all other components and functions that
control the simulation.

*  The Market class simulates a market operator, and contains functions for bid collection
and market clearing. The attributes of the class also specify properties such as gate
closure times or minimum bid sizes. This class currently has three instances for
representing different markets: the energy-only market, the control reserve market,
and a district heat market.

¢ The Unit class is a generic class representing any generation unit. It can be instantiated
as a thermal power plant, a VRE power plant, or a storage unit.

*  The Agent class represents the market participants, who are generation companies
(GenCos). The agent class has access to all the assets (from the Unit class) owned
by the company, and it manages the bid formulation and can also perform portfolio
optimization if one GenCo owns several assets.

e The Bid class represents the communication method between the different classes. The
agent (GenCo) collects bids formulated from its assets and sends them to the respective
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market instances. The markets will send the feedback to the bid issuer, containing the
information on whether the bid was accepted, rejected, or partially accepted.

In Figure 1, the interaction between the instances of the classes can be seen. The Agent
class organizes the communication between the markets and the assets (of the Unit class).
As a response to a call for bids sent by the market, the agent first collects the bids from its
different assets and then transfers them to the respective markets.

<<Market>> world
+marketRules ::;aerrl:fs(s
_D%Pi has a——— @ +fuelPrices
-collectBids() - +ick
-marketClearing() o )
loadScenario()
jisendFeedback() +runSimulation()
DHM T
+regions -
+demand 8
Bid T o
+amount 1.% %
+price
-issuerlD Agent <<Unit>>
& +assets -type
+imports . -ID & has a1 -technology
SSZECLE 0. +requestBids() +calculateBid()
+sendBids() +sendBid()
+feedback()
A
|
0.* B
CRM : —> is a-implementation 1..* one or more class are defined
+negativeDemand .

g— Bid —  has a - composition 0..* or more classes are defined
*+amount ---->> dependency/communication  "-"refers to a private attribute / method
+price
+energy price | ... i
-issuerlD descriptor "+" refers to a public attribute / method

Figure 1. UML class diagram of the flexABLE architecture.

The energy-only market (EOM) is the main electricity market, and is implemented
similar to real-world markets such as the European EPEX SPOT [35]. It constitutes an
abstract market that has similarities with both intraday continuous trading, as the trading
interval is 15min and delivery happens shortly after trading, and with the day-ahead
market, as all bids are collected and cleared in an auction. The total demand added to
this instance is equal to the total energy consumption in Germany. When all bids are
collected, the market is cleared based on a uniform-price auction rule. The lowest supply
bids are accepted first until the supply meets demand, or no more supply is available. After
the market is cleared, the spot price is paid to all successful suppliers regardless of their
submitted bid price.

The control reserve market (CRM) represents an abstract control reserve market that
has compromise features of automated and manually activated frequency restoration
reserve (aFRR and mFRR) markets. Both positive and negative reserve capacities can be
offered and traded. CRM bids consist of both a capacity price and an energy price, along
with the power offered over the whole bidding period, which is four hours each. For the
reserve capacity, the market is cleared by accepting the lowest capacity price first, whereas
when the balance energy is called for, market clearing happens with respect to the energy
bid prices. In contrast to the EOM, the CRM follows the pay-as-bid settlement rule, where
each supplier is paid its capacity or energy bid price. While the CRM capacity is cleared
every four hours, energy procurement is cleared per 15 min interval.

The district heat market (DHM) is a regional market in which trades are restricted to
plants located in the region. Every asset therefore has geographical parameters representing
its location. Coal or gas-fired combined heat-and-power plants can offer heat as a coupled
product along with their power generation. Here, similar to EOM, the agents can submit
their supply and demand bids, and the central unit provides the local district heat demand
bids. District heat market regions can be defined flexibly, and power plants located in these
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regions can then connect to the heat network. As the EOM, the DHM also operates in
15 min intervals.

An agent can have multiple assets (of the class Unit) of either one of the three types
shown in blue in Figure 1. These types are thermal power plants, VRE power plants, and
storage units. Each of these types of assets has its own set of techno-economic parameters
that are essential for the correct operation modeling and bid formulation, such as: rated
power (for thermal and VRE plants), ramp rates, startup or shut-down costs, fuel type, and
heat extraction capability (for thermal power plants); time-varying capacity factor (for VRE
plants), charging and discharging power, storage capacity and efficiency (for storage units).

In each simulation time step, the markets are executed sequentially, in the order that
is depicted in Figure 2. An agent can make a bid for each generation unit that it owns, as
long as the plant is technically able to deliver the respective product. This means that all
units pre-qualified for control reserve can submit bids to the control reserve market, and
all combined heat and power unites can bid for district heat delivery. The information on
whether or not a plant can deliver a product is specified in the input database for each
unit. The agent’s individual market outcome determines the possible bids in subsequent
markets in the sequence. Using this procedure, the market outcomes as a whole decide
what part of the plant’s capacity is allocated to which product.

Agent CRM DHM EOM
t 1 1
1 - Assessment of operational state and capability

2 - Bid formulation and submission to CRM capacity market

3- Market clearing for capacity (pay-as-bid)

4- Send feedback to agents

5- Bid formulation and submission to DHM

6- Market clearing (pay-as-bid)

7- Send feedback to agents

8- Bid formulation and submission to EOM (assessment of inflexible and flexible power)

9- Market clearing (uniform pricing)

10- Send feedback to agents

11- Assessment of operational states and reserve energy provision

12- Market clearing of energy market (pay-as-bid)

13- Send feedback of reserve energy market to agents

14- Determine operational schedule

PUPS N S R P (505 S50 R (R [ I R (R P M ———

PP MR 5 S PR R U AN R [ P S N N S
T e | Ny A el P S

t+1

Figure 2. Sequence diagram representing each simulation step in flexABLE.

At the beginning of the sequence, the agents assess the current operational state of
their units and derive the possible operation for the next time step. Relevant parameters are,
e.g., the current shut-down time for a thermal power plant (once shut down, the plant needs
to stay off for a minimum duration), or the current state of charge for storage units. The
agents then formulate and submit their capacity bids to the CRM, following the approach
explained later in Section 3.2. After receiving feedback from the CRM, agents with assets
capable of delivering heat to the district heat network participate in the DHM market by
submitting their bids. The order of markets is important, since the information from both
the CRM and DHM is required to determine the flexible and inflexible capacity of each
unit. The agents then participate in the EOM by submitting their inflexible and flexible
bids. The calls for balance energy are done at the end of each simulation step, and finally
the operational plan is determined for each unit on the basis of the market success.

The model is designed for the analysis of one bidding zone, following the zonal
market model currently implemented in Europe [36]. However, imports and exports to
and from that market zone are also accounted for. For the back-casting scenarios, this was
done through exogenous time series of actual cross-border exchanges (commercial flows),
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which are directly added as supply and demand bids to the EOM. When modeling future
scenarios, neighboring countries could also be modeled in the form of simple merit-order
models that are linked to the market zone under study. This requires knowledge of the
transfer capacities between countries in each time step, which is an interesting research
topic on its own [37].

3.2. Bidding Strategies

Bids are formulated separately for each asset and for each market based on the asset’s
techno-economic parameters, the current operational state and bidding strategy. Currently,
bidding strategies are fixed implementations of if-else rules. However, modules that allow
for strategic bids formulated through machine learning are currently under development.
This section presents the bidding strategies for thermal power plants and energy storage
units. The bidding strategies formulated here have similarly been presented in [38].

3.2.1. Variable Renewable Energy Power Plants

VRE plants simply offer all their available capacity of the next time step (i.e., the
product of capacity factor and rated capacity) to the EOM as a price-independent bid,
which ensures that they are always placed first in the merit order and their capacities are
always cleared. Technically, this is implemented as a bid price of —500 EUR, the lowest
possible price.

For research questions related to analyzing the effects of VRE participation in the
control reserve market, or analyzing strategic VRE bidding, other bidding strategies could
also be implemented. Passive price-independent bids are the default used here, as current
VRE support schemes do not provide incentives to bid differently.

3.2.2. Thermal Power Plants

Thermal power plants (denoted by superscript TPP) can participate in all three markets
CRM, EOM, and DHM (in the latter only if heat extraction is possible). First bids are
formulated for the CRM. For this, each thermal power plant calculates its available control
reserve capacities (Equations (1) and (2)), and based on the variable operating cost of
Equation (3), the corresponding capacity (Equations (4) and (5)) and energy bid prices
(Equations (6) and (7)).

A bid is placed for the entire reserve procurement time interval 7, which is a four
hour block. In contrast, the time step t refers to the trading interval at the EOM and
DHM, and is 15min, so 1T = 16t. The available positive and negative reserve capacity,
defined in Equations (1) and (2), respectively, is restricted by the plant’s power output in the
previous time step, PI'T, and the thus remaining headroom for ramping up or down until
the rated capacity PT'F M or the minimum power output PTPY'™in jg reached, or by the
maximum ramp-up P(T:Izllz;[m or ramp-down Pgllzl;;[rd power achievable within five minutes,
as prescribed for aFRR. For better readability, no index for the asset is given, although each

bid is formulated individually per asset.

TPP, pos __ . TPP, max TPP . pTPP, ru

Pcrmr = min (P — Pei—1; Perm @
TPP neg . TPP TPP, min. pTPP, rd

Pcry,r~ = min (Pel,tfl -P i Perm ) &)

The control reserve capacity price is defined by the forgone contribution margin
cmion, of not being able to offer the same capacity at the EOM (opportunity cost). It is
calculated by Equation (3) as the difference between the forecast EOM clearing price MF¢
and the power plant-specific marginal generation cost nc'™* summed over all (here 16)
time steps of the CRM clearing interval. The marginal cost is time-specific, as the applicable
fuel and CO; emission costs depend on the plant’s efficiency, which in turn is a function of

the current output level (higher efficiency close to full load, and lower efficiency at partial
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load) [39]. A price forward curve, which is calculated as with a simplified merit order
model ahead of the simulation run, is used as an EOM price forecast:

TPP PFC TPP
cmgom, = ) Mi - —me ®)
teT
The bid price for positive reserve capacity cp(T:Il;I;\’,IpOS, defined in Equation (4), is set

equal to cmIZ if the expected contribution margin is greater than zero, so the price

represents the opportunity cost of participating in the CRM. Otherwise, it is the absolute
value of the expected loss, per unit of reserve capacity offered that occurs on the EOM
market due to keeping the power plant operational at the minimum output.

The negative reserve capacity bid price cpgg\’,[neg, defined in Equation (5), is zero
when cmIEL, is positive, since reducing the power output does not lead to additional cost.
Otherwise, the losses from running at a level that is by the offered capacity higher than the
minimum output, and selling the output at the EOM is set as the bid price.

These bid price settings ensure that either opportunity or actual costs from keeping
the plant running under unfavorable EOM market conditions are compensated if the bid
is successful:

TPP : TPP
TPE pos _ | EOM, if emeonc = 0
c / = { |emBE, " |-pTPE min (4)
Pcrm LEOMzl-  elge
pTPP, pos
CRM, T
. TPP
0 if ey, > 0
TPP, neg
CPCRM,T - TPP PTPP, min PTPP: neg (5)
| | (Pt +Pcrvc ) else
PTPP, neg
CRM, T

The balance energy delivery price eplet, for the positive (Equation (6)) and negative

(Equation (7)) reserves is the marginal cost of the power plant with positive and negative
sign, respectively. Thus, it simply reflects actual costs or savings from providing balance
energy and does not yield any profits:

TPP, pos __ TPP

ePcrRM,r T Mt (6)
TPP, neg TPP

ePcrM,r — MG (7)

Market clearing at the CRM is done on the basis of all submitted bids, and each power
plant receives as feedback the confirmed positive ng;[pos’con and negative ng;[neg’con
reserve capacity, which it must keep available during the time interval 7.

Next, bids are formulated for the DHM. Only thermal power plants capable of heat
extraction can participate. Depending on the power plant’s location, heat can either be
extracted from the primary heat-power process (hpp) and sold as (PTPP/#7) or generated
by auxiliary firing located on-site (PTPP##xF) Using the simplified heat-to-power ratio
curves described by [40], the theoretical (theo) heat extraction from steam power plants (spp)

and open-cycle gas turbines (ocgt) is calculated using Equations (8) and (9), respectively:

0 if0 < Py < PTPPmin

TPP,hpyp, . i
Pdhm,thleqf,tspp ={9. Pel,tfl if PTPP,mzn < Pel,tfl < 0.6- pTPP,max (8)

12-P,,; 1 otherwise

©)

TPP,hppocgt _ J 0 if0 < P, 1 < PTPPmin
dhm,theo,t -

2-P,s—1 otherwise
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The maximum heat extraction at the power plant location (P;,”""*) limits the heat
that can possibly be extracted (poss), as shown in Equation (10):

TPP,hpp

. TPP,max ., ,TPP,hpp
dhm,poss,t — Pdh P ) (10)

min( dhm,theo,t

The maximum possible heat output by auxiliary firing is also dependent on the maxi-
mum district heat extraction at the power plant site and is calculated from the difference
between the already extracted heat at the site and the maximum possible extraction, as
shown in Equation (11):

TPP,auxFi __ 1TPP,max TPP,hpp
Pdhm,t - Pdh,t - Pdhm,theo,t (11)

The cost of heat extraction from the heat-power process is equivalent to the marginal
costs of electricity generation multiplied by the power loss ratio () due to heat extraction
(cf. ([41], p- 295)), as given in Equation (12):

TPPh

WP gy’ =mef " - p (12)

The power loss ratio depends on the type of power plant and the ratio of generated

power to the decoupled heat. For auxiliary firing, it is assumed that gas boilers provide the
required heat; therefore, the bid prices are calculated as shown in Equation (13):

hphpba = Prst (13)
! Nboiler

Next, the bids are formulated for the EOM. Thermal power plants formulate two
separate bids to the EOM which are related to the flexible and inflexible parts of their
capacity, respectively. This allows the plant operators to offer a low or even negative price
for the part of the plant’s capacity that should stay operational to avoid shut-down and
startup costs during times of high renewable feed-in or low demand. Simultaneously,
flexible parts of the plant’s capacity can be offered at a higher price.

The calculation of the inflexible capacity Ppory ™" is given in Equation (14), where

ngllz;fd is the power that can be ramped down within a 15 min interval; if negative FRR was

successfully sold at the CRM, parts for the ramp down capability need to remain available
for this service. This equation describes the power plant’s lowest possible power output in
the next step that avoids a shut-down:

TPP, inflex __ TPP TPPrd, pTPP,min TPPneg,con
Pgopy, = max (P elt—1~ Prom Doy ) + Perme (14)
. . . . TPP, inflex . :
The energy price for the inflexible capacity epgoy, is calculated according to

Equation (15). The second term in the equation considers the technology-specific shut-
down and startup cost, TP 84, ¢TPPsd and the average operation duration of the power
plant, d™P"°P. This specifies the amount of money that the power plant operator would
prefer to pay per unit of energy to stay operational and avoid shut-down and subsequent
startup costs. The third term represents the revenue procured from the DHM per power
unit of inflexible bid amount. This would represent the forgone opportunity for the agent if
they could not participate in the DHM. Such bid formulation for an inflexible capacity can
entail negative bid prices, so in times of low residual demand, negative market clearing
prices can also occur:

TPP, hpp TPP, auxFi) Png
TPP,sd | TPP, ’ (e
— TP (c!Thsd 4 cTPEsu) _ (Pdhmlf + Pt (Wbuiler) (15)
- dTPP, op PTPP, inflex
t eom,t
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The available flexible capacity Pagyy > is calculated using Equation (16), where Pgorr™

represents the ramp-up speed within a 15 min interval. This calculation assures that the
power plant bids its current maximum feasible capacity, in addition to the inflexible capacity,
while securing the positive reserve capacity:

TPP, flex __ . TPP TPPru, pTPPmax TPP, pos,con TPP, inflex
Peoms = mm(P eli—1 1+ Prom 7 Dot ) —Pervr  — Prom (16)

The flexible bid price epfony <, defined in Equation (17), is set equal to the marginal

operating costs, so that the power plant avoids losses in case the bid is successful and can
earn a contribution margin if the market-clearing price is greater than the marginal cost:
TPP, I TPP
epEOM,teX = mc; (17)
Note that energy is traded at the EOM, not power. Thus, ultimately, the power values

are converted from power to energy given the time interval and assuming linear ramps
between capacity levels at times t and ¢ — 1.

3.2.3. Energy Storage Units

Energy storage units can be pumped-hydro storage plants, batteries or any other type
of storage unit. In flexABLE, such units participate in both EOM and CRM. There are several
reasons for different bidding strategies for storage units. First, marginal operating cost is
insignificant, while it plays an important role in price formulation of a thermal power plant.
Second, in the current implementation, the storage units target to operate in a grid friendly
manner instead of maximizing their profit. Thus, the storage units provide energy when it
is deficient, and buys when it is abundant. Third, storage units have a limited capacity for
charging and discharging, which is particularly important for CRM bids, where a reserve
capacity must be available at any time during the market interval if accepted.

The positive and negative reserve for the CRM is defined according to Equations (18)

and (19): |
— min ) .
P]CEIS{,I\I/EI),(;S = min |: (SOC"‘;OC> Wdls} PES,max.chs:| (18)
max __
Pg;ﬁig = min { (SOCAtSOCt> /T]Ch; PES,max.ch} (19)

The capacity price for the positive control reserve is defined similarly to the thermal
power plants as a foregone contribution margin at the EOM, and the energy price is set
equal to the value of the energy stored, given the past EOM prices. For the negative reserve
capacity, both capacity and energy prices are set to zero since charging does not lead to
additional costs.

At the EOM, energy storage units can submit bids for both supply and demand. The
supply bid, given in Equation (20), depends on the current state of charge (SOC), minimal
SOC (both in MWh), accepted positive CRM reserve capacity, discharging efficiency 7,
and maximum discharge power PESmaxdis The demand bid, in turn, depends on the
current and maximum SOC, confirmed negative reserve capacity, charging efficiency ",
and maximum charge power PES™max<h (Equation (21)):

ES, : SOCt - SOCmin ES, y . s di
PEOl\?[l,ltp = min { <At _ PCRl{)/[(,)i con Udls; PS ,max.dis (20)
PES, dem _ . SOCMax _ §OC; pES,neg,con ch. pES,max.ch )1
oM = min| (= ~ Fepumr, /M P, (21)

For the decision to submit a supply or a demand bid, the predicted electricity price
MFFC is compared to the average price over the upcoming n time intervals, ep3l,, ;, as



Energies 2022, 15, 494

13 of 24

defined in Equation (22). The default time horizon for this evaluation is one day, i.e., n = 96
time steps:

1Z C
ePEom = ) Y MY (22)
=i

If the current predicted electricity price is greater than the current average price,
indicating a rising need for energy, the storage units submit a supply bid. Alternatively,
if the market price is below the average price, the storage units submit a demand bid
(Equation (23)):

Proniar i MTC > epfion,
PEomLi = (23)

ES, dem
PEOM’t,i else

In both cases, the bid price, defined in Equation (24), is set to the forecast average price:

ES
EPEOM,t = EPEOM¢ (24)

4. Results

This work aims to validate the model against real-world data. The validation is not
only done for one illustrative year, but for four consecutive years that have quite different
(renewable) generation, demand, and price characteristics. If the model can correctly
represent the past, it can be used for scenario exploration of future energy scenarios.

In order to test and validate the model and the proposed bidding strategies, simula-
tions for the German bidding zone for 20162019 were performed. Section 4.1 presents the
input data and the sources used. The results of the simulations and their evaluation are
described in Section 4.2.

4.1. Input Data

An essential part of modeling and analyzing power markets is the collection and
preparation of input data. For the validation scenarios defined in this paper, data were
collected from different publicly available sources, as seen in Table 2.

Table 2. Data sources used for the validation.

Type Data Description Resolution Temporal, Spatial  Reference
Gas prices 15 min, country-wise [42]
Fuel and CO; prices ~ CO, EU-ETS certificates  daily, country-wise [43]
Other energy carriers 15 min, country-wise [44]
Thermal power plants -, unit-wise [45-47]
Agents VRE power plants 15 min, country-wise [48-51]
Storage units -, unit-wise [47,52]
Heat demand 15 min, 16 regions [53]
Demand Weather data hourly, 16 stations [54]
Inelastic demand 15 min, 1 region [48]
Control reserve demand 15 min, country-wise [55]

Scheduled commercial

exchanges 15 min, country-wise [48]

Imports and exports

4.1.1. Fuel and CO; Prices

A significant parameter in calculating the short-run marginal costs (SRMC) of thermal
power plants is fuel and CO, prices. These must be available in high temporal resolution.
As an illustration, the large price differences for CO, certificates in Europe are shown in
Figure 3. Daily CO; prices were used for validation simulations.
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Figure 3. Historical development of CO, prices in the simulation period.

Daily fuel prices were also used in the SRMC calculation. Uniform transport costs of
10 EUR/t were assumed for hard coal, following [40]. In addition, gas prices were assumed
to be uniform across the bidding zone. They were taken from the NetConnet Germany
(NCG) hub.

4.1.2. Thermal Power Plant Parameters

The power plant list from [40] was used as the basis for the validation simulations.
In his work, Kiinzel derived a power plant list from the World Electric Power Plants
Database [45]. Missing data were filled from other available open-source datasets, such
as the power plant list provided by the German environment agency (UBA) [46], and the
federal network agency (BNetzA) [47]. The BNetzA power plant list was primarily used to
vary the installed capacities between the different simulation years.

4.1.3. VRE Installed Capacities and Capacity Factors

Since VRE plants do not follow individual bidding strategies, one VRE plant per type
(solar PV, wind on-shore and wind-offshore) was used to represent each technology in
Germany. This was done to minimize the computational burden in the simulations. The
actual generation time series were obtained from ENTSO-E [48]. Additionally, time series
obtained from the reanalysis data source renewables.ninja was used [50,51]. The difference
between both data sources is discussed in Section 4.2.

4.1.4. Storage Units

In this work, only pumped-hydro storage units were considered. Installed capacities
were obtained from [52] and BNetzA [47]. Storage units with an installed capacity of less
than 4 MW were not included, since they are incapable of providing the minimum offer
amount of 1 MWh in a single quarter-hour. It was also assumed that all storage units had
an initial state of charge equal to 50% of their maximum capacity.

4.1.5. Electricity and Control Reserve Demand

Although the model can handle price-elastic demand bids, the scope of this work is
limited to a price-inelastic demand. The time series for Germany’s electrical consump-
tion was obtained from the ENTSO-E transparency platform [48]. Since no network was
investigated, a single column representing the total consumption was used.

For the control reserve market, aFRR and mFRR reserve data were obtained from the
regelleistung.net data center [55], which is a joint platform for all German (and neighboring)
transmission system operators. The data represent both reserved capacities and the called
energy with 15 min resolution.

4.1.6. Heat Demand

In the German bidding zone, district heat markets play an essential role in deciding
the economic feasibility for combined heat-and-power power plants. Therefore, it is crucial
to represent this sector as accurately as possible. In our validation simulations, each federal
state in Germany was modeled as a separate district heat region, allowing only power plants
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in that state to serve the demand. The heat demand profiles were built using the methods
suggested by Koch et al. [56], which implements the formula developed by Hellwig [57].
The formula calculates heat consumption as a function of ambient temperature, which was
used to produce quarter-hourly demand profiles using weather data. The formula is also
used to create separate profiles for industrial, commercial and residential sectors. Weather
data were obtained from the German Meteorological Service data center [54], of which
temperature profiles of reference stations per region were used.

4.1.7. Cross-Border Exchange

For the import and export data, time series of scheduled commercial exchanges
obtained from the ENTSO-E transparency platform was used [48]. Since the validation
simulations do not have a network representation, cross-border exchange time series were
used as exogenous input to the model.

4.2. Modeled Prices and Generation Profiles

The main output of the model discussed here is time series of 15 min electricity prices
at the energy-only market and the aggregate dispatch plans. As mentioned in Section 3,
EOM is a stylized representation of the day-ahead and intraday markets where the total
demand volume is traded.

At EPEX SPOT, the day-ahead auction trades hourly bids, which would not be directly
comparable to the model result. The trading volumes in day-ahead markets are larger
than those at the intraday market (This could be seen from the EPEX SPOT annual report
https:/ /www.EPEXSPOT.com/sites /default/files /sites /annual-report-2020/, accessed
on 23 December 2021). Therefore, the model results were resampled to an hourly time
resolution. For the dispatch plans, the actual total generation per technology is compared
to the simulated generation per technology. A unit-wise comparison of actual versus
simulated generation would theoretically be possible too. However, as the real operation
of a plant is also affected by non-market decisions and parameters, such as re-dispatch
measures or planned and unplanned outages, such a comparison would be less insightful.

The simulated and actual historical market clearing prices from EPEX SPOT are shown
in Figure 4 (An interactive plot with zoom functions can be found at https:/ /flexable.
energy/, accessed on 1 January 2022). The mean absolute error (MAE) and root mean
squared error (RMSE) metrics were used to evaluate the quality of the obtained results. The
calculated values are summarized in Table 3. The MAE measures the average magnitude of
error of each point considering only the absolute value, so positive and negative values do
not cancel each other out. The MAE could be calculated using Equation (25):

MAE = (1) Ll 25)
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Figure 4. Comparison of day-ahead EPEX SPOT prices and model results for the year 2016-2019.

The RMSE uses a quadratic scoring rule for errors; the forecasted values and corre-
sponding observations are squared and then averaged. Thus, relatively higher scores are
given to larger errors. The root of the squared error is usually taken to make sure that the
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error is expressed using the same unit as the data. The RMSE could be calculated using

Equation (26):
RMSE = \/ (

Table 3. Error metrics and obtained values for different simulation years.

-

SR
[
N

) ) (yi —x;)? (26)

Simulation Period MAE in €/ MWh RMSE in €/ MWh
Year 2016 6.54 8.83
Year 2017 9.44 13.01
Year 2018 8.88 11.69
Year 2019 6.69 10.91
Total period 7.89 11.21

Compared to other electricity market simulation models for the German market
zone, the obtained results are excellent. Genoese [58] reports a MAE of 17.3€/MWh for
an agent-based simulation of the German market in 2005. The same study also reports
on a comparison with non-published results from a fundamental model described by
Brand et al. [59] and Most et al. [60], with an MAE of 17.7 € /MWh and 13.7 € /MWh, respec-
tively, for the simulation year 2005. These findings are not directly comparable, as many
aspects of the market have changed since then. For example, no negative prices occurred
before 2008 in the German market. In addition, the VRE share in generation was much
lower 2005 than it is today. Thus, even with increased market complexity, the simulated
market results had a lower error than the other reported models. In addition, it is capable
of modeling negative prices, which is not true for many other models in the literature.

To further analyze the data, weekly averaged values were compared. The weekly
pattern of EPEX SPOT prices for the simulation period 2016-2019 and simulation results
can be seen in Figure 5a. The data were also split into summer and winter periods (Summer
defined as the period starting with spring equinox and ending by autumnal equinox),
and the results are depicted in Figures 5b,c. It can be observed that the error during
summer is higher than in the winter period. A reason for such deviation could be the
availability of power plants since it was assumed that power plants are always available,
and maintenance periods were not included in these scenarios. When looking at the data
on plant availabilities, it becomes apparent that lignite, nuclear, and hard coal power plant
capacities were less available in the summer period compared to the winter of the same
years (Data on power plant availability is published at https:/ /www.eex-transparency.
com/power/de/production/capacity, accessed on 23 December 2021). This could explain
the high price peaks not being met in the simulations.

From Figure 5, it can be seen that the model results are close to the mean actual data,
but the peaks, both positive and negative, are less pronounced in the simulation results.
One error that could explain under-representation of negative peaks is the VRE generation
data used. A comparison of the hourly VRE generation time series reported by ENTSO-E
with generation estimations done by renewables.ninja (accessed on 23 December 2021)
shows clear differences. While renewable.ninja provides capacity factors based on weather
reanalysis data and assumed plant characteristics, ENTSO-E provides measured generation
in-feeds (after curtailment, if applicable, and given planned or unplanned plant outages).
As forecast generation before curtailment and outages is a more relevant basis for the
bids placed in the markets, we performed the simulations again with renewable.ninja
data [50,51]. Figure 6 shows the results of this comparison.
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Figure 6. Comparison of day-ahead EPEX SPOT prices and model results for the years 2016-2019
using both ENTSO-E and renewable.ninja data.

It can be seen that the negative prices were better modeled with data obtained
from renewable.ninja (accessed on 20 April 2021) (MAE is 5.51 €/MWh and RMSE was
7.9€/MWh). This could be due to generation being curtailed due to congestion manage-
ment measures, which leads to lower values of VRE generation in the ENTSO-E time series
than in the reanalysis-based time series. Figure 7 shows the week 32 of 2019, where this
effect can be seen clearly.
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Figure 7. Comparison of day-ahead EPEX SPOT prices and model results for 32 week of 2019 using
both ENTSO-E and renewable.ninja data.

Although using alternative renewable generation data resulted in better estimations,
the positive price peaks are still not accurately modeled. The availability of power plants
and reserved capacities data was not used in these simulations, which meant higher capaci-
ties were modeled than reality, which could lower prices in positive peaks as explained
earlier. This could also cause higher more flexible offers in the simulations, increasing the
prices in negative peaks. In the second half of the year 2018, about 1.5 GW of thermal ca-
pacity were decommissioned (1.25 GW nuclear and about 230 MW of lignite power plants),
explaining the higher error in that period in comparison with results of the half-year before
and after. Another major factor that was not considered in these simulations was the price
elasticity of demand, since only inelastic demand was modeled.

To further validate the model and to check the effect of the unavailability of power
plants, the generation per energy carrier type was compared between historical data
(obtained from [48]) and model results. The annual generation for 2019 is presented in
Figure 8.
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Figure 8. Comparison of simulated annual electricity generation per type and historical data as
reported by ENTSO-E [48] obtained from SMARD [49]. (a) Total generation in TWh; (b) Total
generation in percentage.

Figure 8a shows the total generation of each technology in TWh during 2019. All
renewable generation quantities match exactly, since they were used as model-exogenous
time series. It can also be seen that total simulated energy is higher than actual data,
since 10 TWh of energy was classified as “other conventional” in the source data (and was
neglected in the simulation). Despite this, simulation results match reality very closely. The
largest difference is observed in lignite, which supports the assumption that the availability
of lignite-fired power plants plays an important role in the real-world market.

5. Conclusions and Outlook

In this work, a framework for modeling European electricity markets was presented.
It can reproduce electricity market prices realistically, thus facilitating market design analy-
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sis. As a simulation models or more specifically an agent-based simulation representing
individual market participants and their bidding strategies on the markets, it offers both
the methodological flexibility to account for real-world market design features and the
necessary level of detail and realism to provide high-quality reconstruction of actual market
results. The flexABLE allows for easily implementing different market setups modularly,
thus providing higher flexibility in investigating market designs. To showcase the frame-
work’s capability, three different markets were investigated, i.e., the energy-only market,
a control reserve market, and a district heating market, to represent the German bidding
zone. We were able to reproduce actual market results in the energy-only market not only
in one representative year, but in a period of four consecutive years with different supply
and demand situations. The level of realism obtained was high, and even negative prices
were modeled with high precision.

One distinguishing feature of the presented model is that it markets interrelations
through individual bidding strategies at each market. In the German case study, the
inclusion of the district heat market turned out to be decisive for negative prices to occur as
many power plants had strong incentives to keep their plant in operation even in times of
low residual demand, to avoid shut-down and consecutive startup costs when entering
again into the market.

The presented model is provided open-source, and all input data used are publicly
available. This is essential for ensuring reproducibility and allowing other researchers
to use the model as well. The results have shown that the model can reproduce average
prices for the day-ahead market with a mean absolute error on the order of 8€/MWh.
Negative and positive price peaks were less pronounced in the simulation results than
in reality. Using alternative input data sources, such as renewable generation based on
reanalysis data rather than actual generation data, better represented the negative peaks.
By splitting the results into winter and summer periods, it was noticed that positive peaks
deviated more strongly during summer. This could be due to the lower lignite power plant
availability during summer due to maintenance or other technical reasons. Modeling plant
availability appropriately turned out to be a substantial challenge, since available data do
not support an easy matching of power plant unit names to existing unit lists. Including
unit availability information was left for future work. Comparing the actual and simulated
generation per type can further strengthen the assumption that positive peak errors might
be due to plant availability.

Integrating a network model into the market model is essential to develop it further.
The current implementation has already established a link to a network representation using
PyPSA. This allows the model to replace exogenous time series of VRE actual generation
and cross-border power exchanges. Re-dispatch and other corrective measures should
also be modeled endogenously with a network model integrated into the market model
as part of future work. Another promising extension of the model for future work would
be to consider other types of markets that are interrelated with the EOM, CRM, and
heat supply. Interesting candidates are additional flexibility products delivered from the
same units modeled here (for, e.g., congestion management, re-dispatch or other services).
Alternatively, markets for other products related to energy are worth considering, such as
fuels (natural gas, coal), CO, emission certificates or long-term contracts and derivatives.
Finally, interrelations to product markets in integrated energy systems, such as hydrogen,
are also interesting applications of the model within future work.
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Nomenclature

Abbreviation  Description

EOM Energy-only market

CRM Control reserve market

DHM District heating market

FERC U.S. Federal Energy Regulatory Commission
LP Linear problem

SFE Supply function equilibrium

GPL General Public License

GenCo Generation company

OPF Optimal power flow

UBA German environment agency

BNetzA German federal network regulation agency
VRE Variable renewable energy

Symbols Description

P Power

PFC Price forward curve

cm Contribution margin

ep Energy delivery price

cp Capacity bid price

hp Heat bid price

p Fuel price

M Market price

B Power loss ratio

7 Efficiency

d Average operation duration of the power plant
Subscripts Description

t Time interval in the EOM and DHM markets
T Time interval in the CRM market

theo Theoritically available power

poss Maximum possible power

ng Natural gas

th Thermal power delivered by the unit

el Electrical power delivered by the unit
Superscripts Description

hpp Heat-power process

auxFi Auxiliary firing

hp Maximum possible heat extraction at the location
sd Shut-down

su Startup

inflex Inflexible capacity

flex Flexibile capacity

sup Supply bid

dem Demand bid

ES Energy storage unit

TPP Thermal power plant
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pos Positive reserve capacity/energy
neg Negative reserve capacity/energy
max Unit maximum technical capacity
min Unit minimum technical capacity
ru Ramp-up

rd Ramp-down

con Confirmed quantity

References

1.  Joskow, PL. Challenges for wholesale electricity markets with intermittent renewable generation at scale: The US experience.
Oxf. Rev. Econ. Policy 2019, 35, 291-331. [CrossRef]

2. Kell, A.; Forshaw, M.; McGough, A.S. ElecSim: Monte-Carlo Open-Source Agent-Based Model to Inform Policy for Long-Term
Electricity Planning. In Proceedings of the Tenth ACM International Conference on Future Energy Systems, Phoenix, AZ, USA,
25-28 June 2019; [CrossRef]

3. Weidlich, A.; Veit, D. A critical survey of agent-based wholesale electricity market models. Energy Econ. 2008, 30, 1728-1759.
[CrossRef]

4.  Pfenninger, S.; Hawkes, A.; Keirstead, J. Energy systems modeling for twenty-first century energy challenges. Renew. Sustain.
Energy Rev. 2014, 33, 74-86. [CrossRef]

5. Ventosa, M.; Baillo, A.; Ramos, A.; Rivier, M. Electricity market modeling trends. Energy Policy 2005, 33, 897-913. [CrossRef]

6. Boland, L. Equilibrium Models in Economics; Oxford University Press: New York, NY, USA, 2017; [CrossRef]

7. Bohringer, C.; Rutherford, T. Combining Top-Down and Bottom-Up in Energy Policy Analysis: A Decomposition Approach.
SSRN Electron. J. 2006. [CrossRef]

8. Helgesen, PI. Top-Down and Bottom-Up: Combining Energy System Models and Macroeconomic General Equilibrium Models: Working
Paper; Norwegian University of Science and Technology: Trondheim, Norway, 2013.

9.  Ghersi, F. Hybrid Bottom-up/Top-down Energy and Economy Outlooks: A Review of IMACLIM-S Experiments. Front. Environ.
Sci. 2015, 3, 74. [CrossRef]

10. Hourcade, J.C.; Jaccard, M.; Bataille, C.; Ghersi, F. Hybrid Modeling: New Answers to Old Challenges Introduction to the Special
Issue of The Energy Journal. Energy J. 2006, 27, 1-12. [CrossRef]

11.  European Commission. Joint Research Centre. Modelling Future EU Power Systems under High Shares of Renewables: The Dispa SET
2.1 Open Source Model; Joint Research Centre Publications Office: Ispra, Italy, 2017. [CrossRef]

12.  Leuthold, FU.; Weigt, H.; von Hirschhausen, C. A Large-Scale Spatial Optimization Model of the European Electricity Market.
Netw. Spat. Econ. 2012, 12, 75-107. [CrossRef]

13.  Brown, T.; Horsch, ].; Schlachtberger, D. PyPSA: Python for Power System Analysis. J. Open Res. Softw. 2018, 6, 4. [CrossRef]

14. Hilpert, S.; Kaldemeyer, C.; Krien, U.; Giinther, S.; Wingenbach, C.; Plessmann, G. The Open Energy Modelling Framework
(oemof)—A new approach to facilitate open science in energy system modelling. Energy Strategy Rev. 2018, 22, 16-25. [CrossRef]

15. Hirth, L. The European Electricity Market Model EMMA Model Documentation; Neon Neue Energieckonomik GmbH: Berlin,
Germany, 2017; pp. 1-17.

16. Wiese, F.; Bokenkamp, G.; Wingenbach, C.; Hohmeyer, O. An open source energy system simulation model as an instrument
for public participation in the development of strategies for a sustainable future. Wiley Interdiscip. Rev. Energy Environ. 2014,
3, 490-504. [CrossRef]

17.  Koch, M.; Bauknecht, D.; Heinemann, C.; Ritter, D.; Vogel, M.; Troster, E. Modellgestiitzte Bewertung von Netzausbau im
europdischen Netzverbund und Flexibilititsoptionen im deutschen Stromsystem im Zeitraum 2020-2050. Z. Energiewirtschaft
2015, 39, 1-17. [CrossRef]

18.  Sun, N. Modellgestiitzte Untersuchung des Elektrizitdtsmarktes: Kraftwerkseinsatzplanung und -Investitionen. Ph.D. Thesis,
Universitadt Stuttgart, Stuttgart, Germany, 2013. [CrossRef]

19. Gils, H,; Scholz, Y.; Pregger, T.; de Tena, D.L.; Heide, D. Integrated modelling of variable renewable energy-based power supply
in Europe. Energy 2017, 123, 173-188. [CrossRef]

20. Huppmann, D.; Egging, R. Market power, fuel substitution and infrastructure-A large-scale equilibrium model of global energy
markets. Energy 2014, 75, 483-500. [CrossRef]

21. Deissenroth, M.; Klein, M.; Nienhaus, K.; Reeg, M.; Varga, L. Assessing the Plurality of Actors and Policy Interactions: Agent-
Based Modelling of Renewable Energy Market Integration. Complexity 2017, 2017, 7494313. [CrossRef]

22.  Abrell, J.; Kunz, F. Integrating Intermittent Renewable Wind Generation - A Stochastic Multi-Market Electricity Model for the
European Electricity Market. Netw. Spat. Econ. 2015, 15, 117-147. [CrossRef]

23.  Gerbaulet, C.; Lorenz, C. dynELMOD: A Dynamic Investment and Dispatch Model for the Future European Electricity Market: Data
Documentation; Deutsches Institut fiir Wirtschaftsforschung (DIW): Berlin, Germany, 2017.

24. Kunz, E; Zerrahn, A. Benefits of coordinating congestion management in electricity transmission networks: Theory and

application to Germany. Util. Policy 2015, 37, 34—45. [CrossRef]


http://doi.org/10.1093/oxrep/grz001
http://dx.doi.org/10.1145/3307772.3335321
http://dx.doi.org/10.1016/j.eneco.2008.01.003
http://dx.doi.org/10.1016/j.rser.2014.02.003
http://dx.doi.org/10.1016/j.enpol.2003.10.013
http://dx.doi.org/10.1093/acprof:oso/ 9780190274320.001.0001
http://dx.doi.org/10.2139/ssrn.878433
http://dx.doi.org/10.3389/fenvs.2015.00074
http://dx.doi.org/10.5547/ISSN0195-6574-EJ-VolSI2006-NoSI2-1
http://dx.doi.org/10.2760/25400
http://dx.doi.org/10.1007/s11067-010-9148-1
http://dx.doi.org/10.5334/jors.188
http://dx.doi.org/10.1016/j.esr.2018.07.001
http://dx.doi.org/10.1002/wene.109
http://dx.doi.org/10.1007/s12398-015-0147-2
http://dx.doi.org/10.18419/opus-2159
http://dx.doi.org/10.1016/j.energy.2017.01.115
http://dx.doi.org/10.1016/j.energy.2014.08.004
http://dx.doi.org/10.1155/2017/7494313
http://dx.doi.org/10.1007/s11067-014-9272-4
http://dx.doi.org/10.1016/j.jup.2015.09.009

Energies 2022, 15, 494 23 of 24

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49.
50.
51.
52.
53.

54.
55.

Orgaz, A.; Bello, A.; Reneses, ]. Multi-area electricity market equilibrium model and its application to the European case. In
Proceedings of the 2017 14th International Conference on the European Energy Market (EEM), Dresden, Germany, 6-9 June 2017;
pp. 1-6. [CrossRef]

Liu, X.; Conejo, A.J. Single-Level Electricity Market Equilibrium with Offers and Bids in Energy and Price. IEEE Trans. Power Syst.
2021, 36, 4185-4193. [CrossRef]

Gao, F; Sheble, G. Electricity market equilibrium model with resource constraint and transmission congestion. Electr. Power Syst.
Res. 2010, 80, 9-18. [CrossRef]

Niu, H. Models for Electricity Market Efficiency and Bidding Strategy Analysis. Ph.D. Thesis, The University of Texas at Austin,
Austin, TX, USA, 2005.

Nitsch, F.; Schimeczek, C.; Frey, U.; Deissenroth-Uhrig, M.; Fuchs, B. FAME-Io. 2021. Available online: https://zenodo.org/
record /4314338#.YdOXD1kRXVg (accessed on 23 December 2021). [CrossRef]

Cincotti, S.; Gallo, G. Gapex: An Agent-Based Framework for Power Exchange Modeling and Simulation. In Proceedings of the
4th International Conference on Agents and Artificial Intelligence, Algarve, Portugal, 6-8 February 2012; pp. 33—43. [CrossRef]
Tesfatsion, L.; Battula, S. Analytical SCUC/SCED Optimization Formulation for AMES V5.0: ISU General Staff Papers; lowa State
University, Department of Economics: Ames, IA, USA, 2020.

Andrade, R. A Multi-Agent System Simulation Model for Trusted Local Energy Markets. Master’s Thesis, Polytechnic of
Porto—School of Engineering, Porto, Portogal, 2019.

Conzelmann, G.; Boyd, G.; Koritarov, V.; Veselka, T. Multi-agent power market simulation using EMCAS. In Proceedings of the
IEEE Power Engineering Society General Meeting, San Francisco, CA, USA, 16 June 2005; pp. 917-922. [CrossRef]

Weidlich, A.; Sensfufs, F.; Genoese, M.; Veit, D. Studying the effects of CO, emissions trading on the electricity market: A
multi-agent-based approach. In Emissions Trading; Antes, R., Hansjiirgens, B., Letmathe, P, Eds.; Springer: New York, NY, USA,
2008; pp. 91-101. [CrossRef]

European Power Exchange SE-Epexspot. Trading Products; European Power Exchange: Paris, France, 2021.

Borowski, PF. Zonal and Nodal Models of Energy Market in European Union. Energies 2020, 13, 4182. [CrossRef]
Abdel-Khalek, H.; Schifer, M.; Vasquez, R.; Unnewehr, J.F.; Weidlich, A. Forecasting cross-border power transmission capacities
in Central Western Europe using artificial neural networks. Energy Inform. 2019, 2, 12. [CrossRef]

Weidlich, A.; Kiinzel, T.; Klumpp, F. Bidding Strategies for Flexible and Inflexible Generation in a Power Market Simulation
Model: Model Description and Findings. In Proceedings of the Ninth International Conference on Future Energy Systems,
Karlsruhe, Germany, 12-15 June 2018; Association for Computing Machinery: New York, NY, USA, 2018; pp. 532-537. [CrossRef]
Schroder, A.; Kunz, F; Meiss, J.; Mendelevitch, R.; Hirschhausen, C.V. Current and Prospective Costs of Electricity Generation Until
2050; DIW Data Documentation 68; Deutsches Institut fiir Wirtschaftsforschung (DIW): Berlin, Germany, 2013.

Kiinzel, T. Entwicklung eines agentenbasierten Marktmodells zur Bewertung der Dynamik am deutschen Strommarkt in Zeiten
eines steigenden Anteils erneuerbarer Energien. Ph.D. Thesis, KIT Scientific Publishing, Karlsruhe, Germany, 2019. [CrossRef]
Konstantin, P. Praxisbuch Energiewirtschaft-Energieumwandlung, -Transport und -Beschaffung, Ubertragungsnetzausbau und Kernen-
ergieausstieg; Springer: Berlin/Heidelberg, Germany; New York, NY, USA, 2017.

EEX. Market Data—EEX Group DataSource—Power—Natural Gas; EEX: Leipzig, Germany, 2019.

EEX. Market Data—Environmental Markets—Auction Market; EEX: Leipzig, Germany, 2019.

Statistische Bundesamt. Data on Energy Price Trends—Long-Time Series from January 2005 to June 2021; Statistische Bundesamt:
Wiesbaden, Germany, 2021.

S&P Global. World Electric Power Plants Database (WEPP); S&P Global: New York, NY, USA, 2016.

Umwelt Bundesamt. Datenbank: Kraftwerke in Deutschland; Umwelt Bundesamt: Dessau-Rosslau, Germany, 2020.
Bundesnetzagentur. BNetzA List of Power Plants; Bundesnetzagentur: Bonn, Germany, 2021.

ENTSO-E. ENTSO-E Transparency Platform; ENTSO-E: Brussels, Belgium, 2021.

SMARD Strommarktdaten; Available online: https://www.smard.de/en/downloadcenter/download-market-data (accessed on
15 April 2021).

Pfenninger, S.; Staffell, I. Long-term patterns of European PV output using 30 years of validated hourly reanalysis and satellite
data. Energy 2016, 114, 1251-1265. [CrossRef]

Staffell, I.; Pfenninger, S. Using bias-corrected reanalysis to simulate current and future wind power output. Energy 2016,
114, 1224-1239.

[CrossRef]

Giesecke, J.; Mosonyi, E. Wasserkraftanlagen; Springer: Berlin/Heidelberg, Germany, 2009; [CrossRef]

Arbeitsgemeinschaft Energiebilanzen e.V. Energie in Zahlen: Primirenergieverbrauch; Arbeitsgemeinschaft Energiebilanzen e.V.:
Berlin, Germany, 2021.

Deutscher Wetterdienst. Open Data area of the Climate Data Center; Deutscher Wetterdienst: Offenbach am Main, Germany, 2021.
Grid Control Cooperation. Tender Overview and Results; Grid Control Cooperation. Available online: https:/ /www.regelleistung.
net/ext/tender/ (accessed on 15 April 2021).


http://dx.doi.org/10.1109/EEM.2017.7981924
http://dx.doi.org/10.1109/TPWRS.2021.3054936
http://dx.doi.org/10.1016/j.epsr.2009.07.007
https://zenodo.org/record/4314338#.Yd0XD1kRXVg
https://zenodo.org/record/4314338#.Yd0XD1kRXVg
http://dx.doi.org/10.5281/zenodo.4314337.
http://dx.doi.org/10.5220/0003740300330043
http://dx.doi.org/10.1109/PES.2005.1489271
http://dx.doi.org/10.1007/978-0-387-73653-2_6
http://dx.doi.org/10.3390/en13164182
http://dx.doi.org/10.1186/s42162-019-0094-y
http://dx.doi.org/10.1145/3208903.3214347
http://dx.doi.org/10.5445/IR/1000100456
https://www.smard.de/en/downloadcenter/download-market-data
http://dx.doi.org/10.1016/j.energy.2016.08.060
http://dx.doi.org/10.1016/j.energy.2016.08.068
http://dx.doi.org/10.1007/978-3-540-88989-2
https://www.regelleistung.net/ext/tender/
https://www.regelleistung.net/ext/tender/

Energies 2022, 15, 494 24 of 24

56.

57.

58.

59.

60.

Koch, M.; Flachsbarth, F.; Bauknecht, D.; Heinemann, C.; Ritter, D.; Winger, C.; Timpe, C.; Gandor, M.; Klingenberg, T.;
Troschel, M. Dispatch of Flexibility Options, Grid Infrastructure and Integration of Renewable Energies Within a Decentralized
Electricity System. In Advances in Energy System Optimization; Bertsch, V., Fichtner, W., Heuveline, V., Leibfried, T., Eds.; Springer
International Publishing: Cham, Switzerland, 2017; pp. 67-86.

Hellwig, M. Entwicklung und Anwendung Parametrisierter Standard-Lastprofile. Ph.D. Thesis, Technische Universitdt Miinchen,
Miinchen, Germany, 2003.

Genoese, F. Modellgestiitzte Bedarfs- und Wirtschaftlichkeitsanalyse von Energiespeichern zur Integration Erneuerbarer Energien in
Deutschland; KIT Scientific Publishing: Karlsruhe, Germany, 2013; [CrossRef]

Brand, H.; Weber, C.; Meibom, P.; Barth, R.; Swider, D. A stochastic energy market model for evaluating the integration of wind
energy. In Modelling in Energy Economics and Policy (CD-ROM); Swiss Federal Institute of Technology: Ziirich, Switzerland, 2004.
Most, D.; Fichtner, W.; Rentz, O. Analysis of alpine hydropower with an optimising energy system model. In Proceedings of
the ECOS 2005—The 18th International Conference on Efficiency, Cost, Optimization, Simulation, and Environmental Impact of
Energy Systems, Trondheim, Norway, 20-22 June 2005; Tapir Academic Press: Trondheim, Norway, 2005; Volume 2, pp. 561-568.


http://dx.doi.org/10.5445/KSP/1000034017

	Introduction
	Related Work
	Materials and Methods
	Model Architecture
	Bidding Strategies
	Variable Renewable Energy Power Plants
	Thermal Power Plants
	Energy Storage Units


	Results
	Input Data
	Fuel and CO2 Prices
	Thermal Power Plant Parameters
	VRE Installed Capacities and Capacity Factors
	Storage Units
	Electricity and Control Reserve Demand
	Heat Demand
	Cross-Border Exchange

	Modeled Prices and Generation Profiles

	Conclusions and Outlook
	References

