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Abstract: This work presents a production management platform developed to minimize the costs of
the capacity charge, part of the electricity bill associated with the cost of maintaining grid capacity
during periods of high, fluctuating loads. After a summary of the regulatory solutions on the capacity
market in Poland, a capacity charge management system is presented, specifically designed for
production facilities within the Energy-Intensive Industry sector. The proposed platform combines
hardware data collection, a simulation tool analyzing the electrical energy demand profile to predict
the future impact on the capacity charge, and a cloud-based user interface providing real-time
recommendations to the plant operators regarding the corrective actions needed to minimize the cost
of operation. It was pilot tested in collaboration with a large production facility in Poland, for which
the capacity charge was among the main components of the electricity distribution costs. Pilot tests
were conducted in the period from January 2022 to September 2023. The tested platform allowed us
to shorten the time span of elevated capacity charges from 33% in the year 2022 to only 7% in the
year 2023. It also reduced the benchmark capacity charge indicator by more than 11%, from 4.02%
to —7.56%, over the duration of the experiments. This improvement was achieved without major
changes to the organization and planning of the work.

Keywords: electrical energy demand management; capacity charge; decision support models;
electricity cost; capacity market

1. Introduction
1.1. Background

According to the definition established by the European Commission, the Energy-
Intensive Industry (EII) ecosystem covers a broad range of sectors, including chemicals,
steel, paper, plastics, mining, extraction and quarrying, refineries, cement, wood, rubber,
non-ferrous metals, glass, and ceramics. Eurostat reports that the EII sector in the EU is
made up of 548,000 commercial entities which employ 7.8 million people throughout the
27 EU member nations and generate EUR 549 billion per year. Additionally, the Ells are
closely tied with the energy, waste, and recycling industries [1]. In 2019, these sectors were
also responsible for 22% of the total EU greenhouse gas emissions. Due to these factors,
the European Commission decided that the EII sector required an EU Energy Intensive
Industries” Transformation Masterplan to facilitate Europe’s transition to carbon neutrality
by 2050, as laid out in the European Green Deal [2].

One of the factors significantly impacting the energy transformation process of the
EII sector is the introduction of capacity mechanisms to the electricity market. Capacity
mechanisms are defined as instruments in the energy policies geared toward ensuring
sufficient capacity in the power systems by generating economic incentives to address the
problem of inadequate capacity [3]. They serve as platforms matching the infrastructure
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which offer the resources necessary to ensure that a sufficient electrical capacity is available
to meet the customers’ peak demand. By providing a stream of revenue independent of the
generated energy, they allow for the offsetting of the risk of insufficient capacity during
periods of high demand, therefore ensuring a safe energy supply to the users [4]. They
are particularly useful during the transition of the energy mix toward a greater portion
of renewable energy, characterized by a less certain generation pattern compared to the
conventional sources. By creating a safety feature, capacity mechanisms allow for smoother
implementation of renewables into the energy mix [5].

The UK was the first country among the EU member states to introduce such a
mechanism through the UK’s Energy Act of 2013, which established the Electricity Market
Reform. It set forth a system of auctions in which power companies could bid for long-term
contracts to provide adequate capacity in the power system [6]. This mechanism faced a
series of controversies. It was first recognized as meeting the EU Environmental and Energy
State Aid Guidelines and approved by the European Commission in 2014 [7]. Subsequently,
the Commission’s decision was appealed in the case “Tempus Energy Ltd. and Tempus
Energy Technology Ltd. v European Commission” and annulled on procedural grounds by
the General Court [8]. Although the General Court did not rule on the compatibility of the
British Capacity Market with the State Aid rules, it recommended further investigation of
that subject by the European Commission. The final decision on that matter, confirming the
compatibility of the British Capacity Market Scheme with EU regulations, was issued on
24 October 2019 [9]. Following the British example, a similar mechanism was introduced in
Poland. Initially laid out in the Capacity Market Act of 2017, the Polish capacity scheme
was based on the British legislation, adjusted to the specific local conditions, and addressed
potential misalignments with the EU State Aid rules [10,11].

One of the changes to the Polish tariff system resulting from the establishment of the
capacity market was the introduction of the so-called capacity charge. The fee is meant
to cover the costs associated with the functioning of the capacity market, particularly the
costs of the capacity obligations sold by the generators. It is applied to both commercial
and private users, although at different rates. Starting in January 2021, capacity charges
are collected by Polish distribution system operators (DSOs) from their customers. DSOs
then transfer the collected capacity charges to the transmission system operator—Polskie
Sieci Elektroenergetyczne S.A.—which is the party purchasing capacity obligations from
the generators [12]. As of the end of 2023, there are five major DSOs operating in the Polish
market: Enea Operator Sp. z o.0., Energa-Operator S.A., Stoen Operator Sp. z 0.0., PGE
Dystrybugja S.A., and Tauron Dystrybucja S.A. [13]. The tariffs established by each of
these groups, which include the charges and conditions of their services, by law must be
approved annually by the President of the Energy Regulatory Office (PURE). The PURE
also announces the unit cost of the capacity charge, which is binding for all of the DSOs
operating in the country. As a result, all users are subject to the same tariff conditions of
the capacity mechanism, independently of their DSO.

1.2. Motivation

This paper will focus on the perspective of the individual industrial customers from
the EII sector and the implications of capacity market operation. A series of unstructured
interviews conducted in 2021 among the Polish EII sector revealed that the introduction
of the capacity market in Poland created a demand for new energy management tools.
According to the interviewees, the capacity charge can account for more than 45% of the
total energy delivery cost, making it an interesting area for exploring activities geared
toward lowering electricity bills for the Ells. Managing this component of the electricity
bill, however, is a complex task. Interviewed managers and staff of the Polish EII sectors
reported that so far, none of the production management tools present in the market address
the needs of the industrial users seeking to minimize the capacity charge.

The main factor contributing to the inadequacy of the existing solutions results from
the dynamic nature of the production processes. Technologists and shift leaders of the
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manufacturing facilities, often exposed to dynamic situations involving malfunctions of
the production equipment, emergency stopovers, delays, and changes in the production
plan, cannot rely solely on the fixed plans prepared ahead of time to ensure the correct
profile of the power demand curve, which could allow for the minimization of the capacity
charge [14]. Despite having an operation plan which optimizes the anticipated demand
characteristics with respect to the expected tariffs and the timing of the demand peaks,
the personnel supervising production are unprepared when it comes to responding to
unexpected events disturbing the previously established production schedule [15]. In-
terviewed industry experts pointed out that currently available tools do not allow for
real-time capacity charge monitoring and forecasting, which are vital for a fast response
to unexpected events which might affect the electricity costs accrued by the production
facility. To improve the robustness of their operation, industry professionals expressed a
strong need for a predictive tool which could complement conventional planning methods.

1.3. Literature Review

The conducted literature review confirms the insights gained from the users, pointing
toward a knowledge gap in the field of electricity cost optimization. In recent years, the
EII sector has witnessed a growing focus on optimizing electricity costs amidst volatile
energy markets and increasing regulatory pressures. Several studies have explored various
strategies and technologies aimed at managing electricity costs. Recent research under-
scores the significance of data-driven predictive modeling, demand response strategies, and
cloud-based energy management platforms in managing the costs associated with energy
fees for industrial consumers. By leveraging these technologies and methods, production
facilities can effectively optimize their energy consumption patterns and minimize the
financial impact of capacity charges. Honarmand et al. presented an extensive review of
Demand Response (DR) programs, categorizing different DR schemes based on the type
of market, reliability, power flexibility, and the participants’ economic motivation [16].
According to them, DR is crucial for enhancing network reliability, managing peak demand,
and deploying integrated technologies in power systems. It involves upgrading smart grid
information processing and increasing customer awareness of benefits like cost savings and
avoiding blackouts. DR utilizes distributed generation, dispatchable loads, and storage
systems to modify power supply. The concept of modifying consumption patterns links to
Demand-Side Management (DSM) or Energy Service Management (ESM). DSM, evolving
since the 1970s, aims to reform energy consumption patterns by shifting consumption to
low-demand time slots. With the liberalization of electricity markets, DSM has evolved
into DR, defined as changes in electric usage in response to price signals or incentives [17].
DR transforms customers from passive to active actors in the energy market. Demand-Side
Integration (DSI) substitutes DSM in the restructured environment, with DR categorized as
a subset. Integrated Demand Response (IDR) combines multiple energy sources, enhancing
economic efficiency, energy security, and extracting potential sources for DR [17,18].

However, the literature shows that the potential of DR in industry is not fully ex-
ploited [19]. Shoreh et al. identified two barriers to the widespread use of DR in indus-
try [20]. The first problem is industry-specific: unlike the residential and commercial
sectors, energy consumption in manufacturing companies varies significantly due to their
use of a wide range of machinery and equipment. In order to implement DR effectively, it
is necessary to have a model that captures the physical characteristics of all equipment in
the system. However, accurately modeling an industrial facility is not easy; in addition to
managing the energy subsystem, raw materials, semi-finished products, and production
aids must be taken into account. A second problem is the need to guarantee the planned
volume and structure of production: DR can, after all, cause production losses or cost
increases because production has to be shifted in time. To solve these problems, solutions
have to be found to avoid complex modeling while maintaining production levels and min-
imizing energy costs; for this purpose, classical operational research methods or methods
based on artificial intelligence are used [19]. Successful implementation of DR programs
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requires a number of actions, including developing appropriate load forecasting methods,
developing pro-efficiency tariff rates, selecting appropriate participating customers, and
developing customer-side energy management algorithms. In all of these activities, various
artificial intelligence (AI) methods can be helpful, as has been particularly evident in recent
years [21]. The authors particularly highlight the importance and possibilities of Al in
forecasting, production planning and scheduling, incentive program development, tariff
design, and customer classification.

The problems associated with the implementation of DR in the Ells are considered by
E. Lee et al. [22]. The authors note that the use of DR elements for each type of industrial
load must be preceded by an analysis of the load characteristics (such as periodicity or
load patterns, which can be different for different processes). At the same time, they state
that no studies have yet evaluated the potential of DR based on the results of industrial
load data analysis. Therefore, they proposed a new method for estimating and evaluating
DR potential flexibility based on the data analysis results of industrial load resources. The
analysis, carried out using two cement plants as an example, showed that it is possible to
reduce a load by more than half of the usual power consumption.

Finally, current DR programs can be divided into two groups: incentive and price-
based. The capacity charge mechanism discussed in this publication, which is used in the
Polish market, is a type of incentive program in which customers are encouraged to flexibly
manage their loads in order to balance their energy consumption schedules. Thus, both
customers and energy companies can benefit from the implementation of DR in the form of
reduced energy consumption and generation costs.

1.4. Scope of This Work

This work addresses the needs identified through a literature analysis and structured
interviews with subject matter experts. The primary research objective is to test a new
approach to capacity charge management in the EII sector. Unlike the currently available
methods which do not meet the needs of the users, the proposed approach relies on capacity
charge forecasting and a continuous analysis of the energy consumption profile, as well as
providing real-time feedback to the O&M staff to guide their decisions.

This study is conducted according to the rules of the capacity market in Poland and
describes pilot tests of a software platform relying on the proposed approach to mitigate the
capacity charge. The tested system hints at how the characteristics of energy consumption
can be changed during the production process to reduce the energy costs. Predictive models
are used to forecast the energy consumption profile of the production facility based on the
previously observed patterns. Subsequently, actions for capacity charge management are
proposed. It is then left at the operator’s discretion as to which actions should be taken at
the facility. Over the duration of the settlement period, decisions of the plant personnel and
the resulting changes to the energy consumption profile are used to continuously update
the forecasted fees.

The creation of a commercially viable tool to aid production management while
decreasing energy costs is a projected long-term outcome of this research study. Such
a solution will aid the implementation of the EU and national masterplans for climate
neutrality, the so-called “Green Deal”, for the Ells [23]. It will also respond to the growing
energy prosumer sector among the Ells, which results in the need for the integration of
innovative energy management tools with the existing production processes [24,25]. Finally,
it will be helpful to both the users and to the electricity providers, as both sides can benefit
from better capacity charge management.

2. Materials and Methods
2.1. Capacity Charge Management
The capacity charge is calculated for each settlement period as a rate applied to the

volume of electricity drawn from the grid during the qualifying time window. Settlement
periods for the industrial customers were initially monthly, and since January 2023, they
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have been changed to 10-day intervals. According to the regulations, the qualifying time
window for each settlement period falls on weekdays, from 7 AM till 10 PM, excluding
bank holidays. The rate of the capacity charge for the end customers is calculated based on
the electricity drawn from the grid during the time window Zj, expressed as cost per MWh
used over the settlement period [10]. It is then recalculated into a total fee by factoring in a
coefficient A derived from the electricity consumption characteristics and the unit cost Spp,
according to Equation (1).

Wom = A-Z-Som, 1

where:

Wonm—the final cost of the capacity charge charged to the end user for the given settlement
period.

A—the capacity charge factor, contingent on the capacity charge benchmark As.

Zi—the volume of electricity drawn from the grid and consumed within the qualifying
window of the given settlement period.

Som—the base unit rate of the capacity charge, imposed by the regulatory authority.

Coefficient A was introduced in September 2021. An amendment to the Capacity
Market Act from 23 July 2021 established four customer groups, denoted with the codes
K1 to K4, differentiated by the value of the coefficient A applied to their capacity charge.
Customers are assigned to the groups based on an analysis of their demand profile over
the settlement period to incentivize certain customer behaviors. To assign a customer
to a group, the average energy consumption for each hour of the settlement period is
calculated. These values are then averaged over the entire settlement period according to
Equation (2) to calculate As. This parameter benchmarks the difference in average electricity
consumption within and outside the capacity charge window.

n=N
Yo—1 Zsy

As=| —N— —1|-100%, 2)

Zzi{w ZPSWL
M

where:

As—the difference between the average consumption of electrical energy within the window
and outside the window over a given settlement period.

n—the hour falling within the qualifying window during a settlement period.

N—the total number of hours within the qualifying window over a settlement period.
m—the hour falling outside the qualifying window during a settlement period.

M-—the total number of hours outside the qualifying window over a settlement period.
Zs,—the volume of electrical energy drawn from the grid or delivered through a direct line
and consumed by the end consumer every hour 7, expressed in MWh, rounded to three
decimal places.

Zpsyy—the volume of electrical energy drawn from the grid or delivered through a direct
line and consumed by the end consumer every hour m, expressed in MWh, rounded to
three decimal places.

The resulting parameter As for the analyzed settlement period is then used to be
assigned to the coefficient A. An example of the calculation for each group of customers is
provided in Table 1 below.

Based on the provided information, the purpose of introducing the capacity charge is
to incentivize customers to shift their energy consumption outside the qualifying window
and to establish more consistent demand characteristics. Both strategies lead to lowering
the cost of the capacity charge—decreasing demand in the capacity charge qualifying
window lowers Zx and preventing peak loads lowers A (through lowering As and moving
the user to a less costly group). The latter strategy is especially attractive. The existence of
different user groups allows for the management of the cost of the capacity charge without
major readjustments to the production plan, which would be associated with shifting
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demand outside of the qualifying window. However, it presents a major challenge due to
the short 10-day settlement period. A short settlement period requires taking quick and
accurate actions, in which a predictive software can outperform a human operator. This
will be even more pronounced starting in 2025, when the settlement period will be further
shortened to only one day.

Table 1. Capacity charge unit cost for each customer group, assuming base unit price Sops of
22.26 EUR/MWh (value in year 2023).

Unit Cost
User Group As A [EUR/MWHh]
K1 <5% 0.17 3.78
K2 5-10% 0.50 11.13
K3 10-15% 0.83 18.48
K4 >15% 1.00 22.60

2.2. Test Site and Equipment

The platform was pilot tested in the period from January 2022 to September 2023 at a
large production facility located in southern Poland. It experiences an annual electricity
consumption exceeding 30,000 MWh and is characterized by the high contribution of the
electricity cost to the overall expenses. The electricity consumption corresponded to more
than EUR 3.3 million in accrued costs in the reference year 2021. The baseline capacity fee
constituted 8% of these costs, thus being among the main components of the electricity
distribution costs. Electricity is supplied to the test facility over two 110 kV power lines
and converted using 115 kV /6.3 kV and 110 kV/6 kV transformers. On-site measurements
for the purpose of this study were performed using E650 series 3 electricity meters made
by Landis+Gyr, and distributed in Poland by Landis+Gyr Sp. z o.0., specifically the
ZMD405CT44—a combination meter designed for semi-direct and indirect measurements
of active and reactive power consumed and released in a three-phase, four-wire network.
The meter has an internal real-time clock, an energy and power recorder, a maximum
power indicator, and a load profile and network analysis. Data can be accessed using the
MAP110 program. Although the instrument is capable of a wide range of measurements,
the load profile analysis does not allow for the calculation of the specific components of
the tariff, so this piece of information for the past billing periods is calculated by the tested
software based on the historical data logs of the facility.

In the specific case of this facility, electricity bills account for more than 6% of the total
value of the produced goods. Due to the high electricity demand and the corresponding
costs, this site provides a good platform for practical validation of the tested tool, which
could then be implemented at other production facilities which share similar characteristics.
The monthly power consumption profile of the plant is shown in Figure 1. In 2021, the
capacity charge was first implemented in Poland, so no data on the costs of this part of the
tariff exist for the periods prior to January 2021. Nevertheless, it was right away obvious
that this new fee would become a significant burden on the plant, when in the first month of
the year, it was already accounting for 11% of the total energy cost. This led to an expedited
effort toward managing it.
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Figure 1. A breakdown of the electricity cost structure of the test site during the reference period
before the tests (top); the contribution of the capacity charge to the total energy cost and the energy
distribution cost (bottom).

2.3. Software Functionality

The tested software is a cloud platform comprised of a simulation tool, a data acquisi-
tion module, and a user interface. It is suited to communicating directly with the database
storing the processed information through SQL queries for a broad spectrum of applica-
tions, without relying on compatibility with the metering equipment. Either two-way or
one-way communication is possible, depending on the established IT security policy.

A key functionality of the system is the real-time calculation of indicators and coef-
ficients of the capacity charge, carried out in accordance with the Capacity Market Act,
and displaying them to the user together with a recommendation for a corrective action.
The platform relies on a simple approach to capacity charge forecasting. It predicts the
final value of the capacity charge at the end of the current settlement period, under the
assumption that the plant’s operations in the following days will follow its standard pro-
duction schedules and standard line occupancy. For a given settlement period, the tool
calculates the current As for the present day and the estimated As at the end of the period,
based on the energy consumption prediction. The user receives information on how to shift
consumption to achieve the lowest capacity charge rate at the end of the billing period. They
also receive information about the remaining consumption amount available for different
periods of the day (qualifying and non-qualifying), which allows the facility to remain
within the current range of the capacity charge index. Appendix A provides a step-by-step
analysis of this calculation, as well as the predictions for sample settlement periods.

When considering standard conditions, the model primarily analyzes the day of the
week, proximity to holidays, the current month, and the plant’s operational characteristics
in recent weeks. The model combined with the functionality to simulate the plant’s
electricity consumption for different periods of the day allows for real-time management
of the capacity charge. Users can simulate changes in the load on specific lines powering
the production facility and can assess the impact of potential changes on the final capacity
charge coefficient. Based on the forecasts, the software provides real-time recommendations



Energies 2024, 17, 1911

8of 17

to the users on how to minimize the costs of the capacity charge in the current settlement
period, making the system a powerful tool for supporting production management. It also
serves as a monitoring tool. Through constant monitoring and real-time calculations, this
information is readily available to the users, providing them with an immediate response
to current events. A schematic diagram of the platform is shown in Figure 2.

Software inputs

-

| -ti |
Model assumptions Historic data REE D EEE T

\ the process I

| - |

Y ! Y vy

Data acquisition
and display

Capacity charge
forecasting module

No action needed

|

v \ 2 |
Data logging |

[
|

‘ Recommended actions
1 proposed to the user
[

\

- Forecasted costs

- Multiple measurement points

- Real-time remote access i v

Staff takes action
upon the chosen
recommendations

Periodic analysis
and reporting

Implementation of
[ a corrective action
|

Monitoring and Capacity charge
reporting management

Figure 2. The main components of the platform.

2.4. Modifications Made to the Test Setup

The project was conducted over a period of almost three years. The reference period
started in January 2021 and lasted 12 months. The actual pilot tests took 21 months, from
January 2022 until September 2023. Due to the nature of the extensive pilot test campaign
conducted on the premises of the operating factory, various elements of the test setup
changed throughout the duration of the study. These changes were the combined result of
an organic approach to the development of the project, mainly relying on comments and
insights from users, as well as changes happening in the legislative environment. Four
main changes happened during the duration of the project, including the following:

1.  Constant changes related to the legislative environment were influencing the test
system. Throughout the pre-test reference period in 2021, the users were not divided
into groups which would allow for the management and optimization of the capacity
charge. Coefficient A was fixed at 1, meaning that at that time, it was a fee only
dependent on the energy consumption, not affected by the consumption patterns.
This changed in the current system with four groups of users in September 2021,
opening the path for optimizing this parameter. Although this change happened
before the start of the pilot tests and had no practical influence on the presented
results, it is important to include when analyzing the user’s incentives which were
mainly driven by the costs of the capacity charge prior to the beginning of the tests.
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2. Anincreasing base price of the capacity charge is another change affecting the test
conditions. This complicates projections of savings, as they can be calculated using
two different methods—either by assuming the actual price from the reference period
or by projecting the current prices onto the historical data for the capacity charge
coefficient. The results of both approaches will be presented, as well as the raw
capacity charge coefficient data, which represent the core parameter depicting the
performance of the analyzed tool.

3. The duration of the settlement periods changed during the experiments. Initially,
coefficient A was calculated for one-month settlement periods. However, starting in
January 2023, the settlement frequency changed from monthly to every 10 days. This is
represented in the reported data by the change in the time-vector sampling frequency.
However, to allow for a convenient representation of the cumulative parameters such
as the accrued costs, a monthly reporting period is calculated and provided as well.

4. The learning curve had a clear impact on the results, as the described project was a
constant learning experience for both the R&D team and the personnel of the test
site. Prompt responses to questions and requests from the management and the
O&M staff turned out to be vital for building trust and confidence in the new tool.
These insights resulted in various modifications to the tested tool as well. As a
result, significant development efforts both at the backend and at the frontend were
particularly impactful during the first couple of months of the pilot test period.

3. Results
3.1. Efficiency of the Tool

For the baseline year 2021, the annual cost of the capacity charge in the facility ex-
ceeded EUR 260,000. This value was calculated for the historically low unit price of
16.57 EUR/MWh present at that time. However, within the period from January 2021
to September 2021, due to the new regulations enforced at that time, both power lines
supplying the test facility were subject to a maximum capacity charge coefficient A equal
to 1. During the next two months, one of the connections was still recording A = 1, while
the other was recording A = 0.17. Finally, in December 2021, both connections recorded
A =0.17. These conditions are treated as a benchmark for the pilot tests.

Throughout the year 2022, the O&M staff were still learning how to implement the
new tool and thus experienced difficulties associated with using its full potential. The
platform itself was also undergoing intensive development, which both factored into the
poor performance of the system during the first month of 2022. Overcoming the learning
curve and technical problems is visible in the graph showing the historical performance
of the tool. During the first 6 months of the pilot tests (January—-June 2022), the average
As = 4.02%. It was decreasing over the period of the experiments, and during the last
6 months of the test (April-September 2023), the average As = —7.56%. This improvement
was also reflected by qualifying the plant hosting the pilot tests for more favorable customer
groups. In 2022, the facility spent 3 months in K2 and 1 month in the K3 customer group,
which in total accounted for 33% of the year not meeting the requirements for the lowest
tariff. In 2023, this improved to 10 days in K2 and 10 days in K4, accounting for only 7% of
the year not meeting the requirements for the lowest tariff. Changes in As with the cut-off
thresholds for different A values are shown in Figure 3.
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Figure 3. Historical values of the As achieved during the project, along with the corresponding cut-off

values for the user groups K1 = K4 located at 5%, 10%, and 15%.

3.2. Impact on Plant Operation

The use of the tool resulted in only one significant change to the organization of the
production process. Specifically, in June 2022, a weekly furnace heat-up period was moved
to the Sunday night shift to minimize the energy consumption during the Monday morning
shift, which was typically experiencing the highest demand during the qualifying window.
No other changes to production outside of the capacity charge window were required.
Figure 4 shows that the distribution of the energy consumption within the capacity charge
qualifying period and outside of it stayed constant throughout the reference year 2021
and during the experiments in 2022 and 2023. The average percentage of energy used
during the capacity charge qualifying windows, calculated for the duration of the entire
project, is equal to 55.8%. This is an important consideration for users, as their operation
is configured to allocate most of the workload during the weekdays and morning shifts.
Potential changes to that pattern would be a major roadblock in the implementation of
the platform.
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Figure 4. The recorded ratio of the energy used within the capacity charge window to the overall
energy used, indicating no major change in the production scheduling due to the project.
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4. Discussion

Although the tested tool allowed for a significant improvement in the energy con-
sumption characteristics, it is hard to evaluate it in comparison with any benchmark. A
capacity charge was recently introduced to the Polish market and the governing legislation
obtained its current form only three months before the beginning of the test period. As such,
it should be analyzed in the context of the low unit prices at that time, combined with the
regulation imposing the maximum A coefficient until September 2021. The project started
only 3 months after the tariff system was amended by introducing the user groups and
was conducted in a facility which was already very well managed. These factors limited
the amount of relevant historical data available for comparison. Despite those factors, the
capacity charge accounted for an average of 3.13% of the total electricity costs in 2021. In
2022—the first year of the pilot tests—it decreased to 1.84%. Finally, in the period from
1 January to 30 September 2023, it accounted for only 1.41% of the electricity bill. Historical
energy cost data available for the test site are provided in Figure 5.
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Figure 5. A breakdown of the electricity cost structure of the test facility during the pilot tests
(top); the contribution of the capacity charge to the total energy cost and the energy distribution
cost (bottom).

While analysis of the absolute economic figures is problematic, the actual performance
of the tool is better captured by the fact that it significantly exceeded the thresholds set
up by the regulators. During the last 6 months of operation, the average capacity charge
coefficient As decreased by more than 11 percentage points compared to the first 6 months
of the test period. This level of performance guarantees that the fees will remain minimized
well into the future, even with the tightening of regulations.

Various events which occurred during the experiments require additional comments.
A significant cost of the capacity charge in January 2022, exceeding EUR 30,000, resulted
from two main factors. January 2022 was the first month when the users were sub-
jected to an elevated unit capacity charge, which increased from 16.57 EUR/MWh to
22.60 EUR/MWHh. On top of that, the production facility experienced extraordinarily high
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demand for their products in that period, resulting in a higher than usual use of electricity
and thus higher resulting costs. This, combined with the increased coefficient A for that
month of 0.83, contributed to higher costs. The combination of those factors in the early
stage of the test—in the first month, personnel of the facility were still not used to relying
on the tested tool—resulted in poor performance recorded for that month. A similar event
occurred during the first 10 days of January 2023, when the plant jumped to the K4 user
group due to the unusually short operation during the settlement period. In the subsequent
settlement periods, this was successfully mitigated and did not affect the financial metrics
for the entire month, only being reflected in the coefficient A for the first part of the month.

Overall, the tested software demonstrated high performance in test conditions. The
capacity charge benchmark parameter As plotted in Figure 3 clearly decreases after the
initial phase of the project. This downward trend is further augmented during the rest
of the test period, as the plant personnel learn how to use the new tool. This, however,
is not the only indicator of the effectiveness of the platform. The operation of the pilot
project also resulted in substantial monetary savings for the facility. Although the absolute
values are hard to accurately estimate, savings can be expressed in terms of minimizing
the fraction of the time in which the facility is moved to a more expensive user group.
When analyzing the entire project, the total duration of periods when the plant was in
more costly user groups K2-K4 decreased by more than four times between 2022 and 2023.
Especially in the context of increasing energy prices, the tested platform allowed us to avoid
substantial costs, incrementing on a year-to-year basis. Additionally, the tested system is
the only tool allowing for real-time observation of how current actions are impacting the
tariff component. This translates to a more conscious operation and a better understanding
of the facility among the personnel.

Finally, the presented study is a proof-of-concept work, conducted without optimizing
the predictive algorithms responsible for capacity charge forecasting. Predictions of the
capacity charge were calculated under the assumption of the operation as usual, i.e.,
following the patterns observed in the past. Their correctness is hard to determine because
the staff of the factory acted upon that data in real time in order to mitigate the costs. In
that sense, the experimental system is changing continuously based on the results of the
generated predictions. It is inherently invalidating the historical predictions, as they are
based on the assumption of an as-normal operation, which does not hold when the results
are shared with operators in real time and subject to their corrective actions. For example,
even if the prediction on day 5 of the month was a substantial capacity charge to be paid,
the staff were instructed on how to mitigate that, and it usually was not valid on day 30 of
the same month.

5. Conclusions

The proposed approach to the management of the capacity charge has been effective
in the stage of pilot tests. The tested tool has had a major impact, decreasing the expenses
accrued by the users resulting from the regulatory fees and reducing the benchmark
parameter set up to calculate those fees below the minimum threshold established in the
legislation. By providing operators with actionable insights and recommendations in
real time, the platform enables them to make informed decisions that rationalize energy
consumption patterns to minimize costs. One of the key findings from the experiment
was the notable decrease in the time span of elevated capacity charges over the period of
the tests, almost five-fold between the years 2022 and 2023. It is worth emphasizing that
this improvement was achieved without necessitating significant alterations to existing
production plans, with customer delivery dates being met. Additionally, although the
factory was already close to optimal performance, the tested tool allowed for further
reductions in the capacity charge coefficient As. From a broader perspective, this will give
room to continuously avoid the fees in the case of future tightening of the regulations.

Further research and development efforts can build upon these findings to enhance the
platform’s predictive capabilities and expand its applicability to other industrial settings.
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In the future, the predictive model integrated with the platform can be extended to include
new conditions: the type of plant, its operating profile, and the dependence on external
conditions, including, e.g., raw material prices in the market, weather, and current order
base. This will further improve the functionality of the tool, especially by improving the
forecasting capability.

Author Contributions: Conceptualization, M.S. (Mariola Sawczuk); methodology, M.S. (Mariola
Sawczuk), A.S., O.0. and D.K.; software, D.K.; validation, M.S. (Marcin Sawczuk), M.S. (Mariola
Sawczuk), A.S. and O.0.; formal analysis, M.S. (Marcin Sawczuk); investigation, M.S. (Mariola
Sawczuk), A.S., O.0. and D.K.; resources, M.S. (Mariola Sawczuk); data curation, M.S. (Marcin
Sawczuk) and D.K.; writing—original draft preparation, M.S. (Marcin Sawczuk); writing—review and
editing, M.S. (Marcin Sawczuk), O.O. and D.K.; visualization, M.S. (Marcin Sawczuk); supervision,
M.S. (Mariola Sawczuk); project administration, M.S. (Mariola Sawczuk); funding acquisition, M.S.
(Mariola Sawczuk). All authors have read and agreed to the published version of the manuscript.

Funding: This study was funded by the Smart Growth Operational Programme—Call 6/1.1.1/2020,
POIR.01.01.01-IP.01-00-006 /20.

Data Availability Statement: The data presented in this study are only available on request from
the corresponding author due to restrictions resulting from the signed confidentiality agreements.
The data are not publicly available due to the sensitive nature of the collected information, which is
protected by the non-disclosure agreement signed between the parties.

Conflicts of Interest: Author Mariola Sawczuk is an employee and a shareholder of the company
Modus Sp. z 0.0. Authors Adam Stawowy and Damian Kurek were employed by the company
Modus Sp. z o0.0. The remaining authors declare that the research was conducted in the absence of
any commercial or financial relationships that could be construed as a potential conflict of interest.

Appendix A. Algorithm Breakdown

In this section, we present a model employed in our software platform. It is a step-
by-step explanation of the implementation of the rules laid out in the Capacity Market
Act [10], combined with the forecasted values for qualifying and non-qualifying energy
consumption. It follows a different convention of indices to represent how to perform
the calculations for any given moment within the settlement period, as this reflects the
conditions of providing real-time recommendations to the users.

Appendix A.1. Indices

n=1,..,N the hour falling within the qualifying window.

m=1,...,. M the hour falling outside the qualifying window.

t=0,1,...,T the current day in a given settlement period, with 0 for the initial prediction.
h=1,...,H the analyzed day from the recorded historical operation.

Appendix A.2. Parameters

N the total number of hours within the qualifying window over a settlement period.
M the total number of hours outside the qualifying window over a settlement period.
N the total number of hours within the qualifying window over a period 1, .. ., t.

M, the total number of hours outside the qualifying window over a period 1, .. ., t.

T the length of a settlement period (in days).

H the number of days in retrospect analyzed for prediction.

Som the base unit rate of the capacity charge, imposed by the regulatory authority.

Appendix A.3. Variables

the recorded volume of qualifying electricity drawn from the grid and consumed
until the day t of the given settlement period (in MWh).

the current capacity charge factor as per day t, contingent on the capacity charge
benchmark As;.

Zyy

At
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the forecasted final cost of the capacity charge charged to the end user for the given

Wom settlement period.
the difference between the average consumption of electrical energy within the
As; window and outside the window over the current settlement period, according to
the forecast on day t.
Zsn the volume of electrical energy drawn from the grid every hour n (in MWh).
Zpsm the volume of electrical energy drawn from the grid every hour m (in MWh).
7 the historical volume of qualifying electrical energy drawn from the grid on day h
Sh (in MWh).
7 the historical volume of non-qualifying electrical energy drawn from the grid on day
PSh h (in MWh).

the predicted daily volume of qualifying electrical energy drawn from the grid (in
MWh/day).
the predicted daily volume of non-qualifying electrical energy drawn from the grid

pZrs (in MWh/day).

Appendix A.4. Formulation

1.

For each day t of the settlement period, define its class as follows: Startup, if the
day falls after the holiday or another stopover. Regular, if the day follows a normal
operation. Shutdown, if the day falls before a holiday or another anticipated stopover.
Use historical data logs to identify H most recent instances of days pertinent to each
of the classes.

Extract the qualifying and non-qualifying energy uses for the historical days of
each class:

ZSh S {Zsl,...,ZsH}
Zpsh S {ZP51/-~-/ZPSH}

Calculate the forecasted qualifying and non-qualifying daily energy use for each class
by excluding the extreme values from the sets and averaging the remaining values
according to Equations (A1) and (A2):

sz _ ZZi{I ZSh — miﬂ({Z51,.. ,}Iziﬂz}) — Wlax({Z51,. ..,ZSH}), (Al)

=R Zps, —min({Zps,, ..., Zps, }) —max({Zps,, ..., Zps, })
B H-2 ’
Notably, the predicted values of energy use are class-specific and should only be used
to predict energy use during the day assigned to the same class.

Calculate the current As; at the beginning of day ¢, using Equation (A3):

prS (AZ)

=N,
):Zzl ! ZS71+(T7t>pZS

Asy = N —1]-100%, (A3)

m=M
Z:m=1 ! ZPSm +(T7t)pr5
M

Equation (A3) combines Equation (1) imposed by the legislative act with the forecasted
values of both energy use categories calculated according to Equations (A1) and (A2).
Equation (1) is used for calculations covering the previous days within the settlement
period from day 1 until the current day ¢, while the forecasted values are used for
future predictions from the current day t until the last day of the settlement period T.
For each future day, the prediction for a correct class has to be used.

Determine the current (as per the day t) value of A; based on the value of As; according
to the provided rules: if As; < 5%, then A; = 0.17; if (As; >= 5% and As; < 10%), then
Ay = 0.50; if (As; >=10% and As; < 15%), then A; = 0.83; if Asy >= 15%, then A; = 1.00.
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5. Using Equation (A4), calculate the cost of the capacity charge (Wop) for the given
settlement period using the information available on day ¢:

Wom = At - (Zi + pZs(T — 1)) - Som (A4)

6.  Utilize real-time forecasting and monitoring tools to adjust the demand pattern to
minimize Woy, according to the following:

e  Provide the users with estimated capacity charge values at the end of the settle-
ment period.

e  Simulate the changes in electricity consumption patterns to assess the impact on
Wom.

e Display real-time recommendations to users on how to shift consumption to
minimize Woy, for the current settlement period.

7. Throughout the duration of the settlement period, continuously repeat steps 1 through
6 while updating the Wy, forecast in real time using the most recent energy con-
sumption characteristics.

Appendix A.5. Validation

For each prediction, an error is calculated by comparing the predicted value to the
final As, according to Equation (A5):

errAsy = Asy — Ast (A5)

Prediction errors were calculated for each day during the monthly settlement periods
and grouped according to the length of the prediction period during which the prediction
was made. Figure Al shows both the predictions and the results of the error calculation
for the six 31-day months of the year 2022. January is excluded from the chart, due to the
unusual characteristics of this month, which starts with more than a week of vacation when
the facility is mostly shut down.
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Figure A1. Daily predictions for each of the 31-day months in the year 2022 (top); errors in the daily
predictions for the 31-day-long months, with the final day representing a measured value (bottom).
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Across all of the settlement period durations, the predictions shared similar accuracy.
At less than 10 days until the end of the settlement period, As was predicted with £1 per-
centage point accuracy, which exceeds the accuracy required for the described application.
At less than 20 days until the end of the settlement period, the accuracy decreased to +2
percentage points, which is the minimum accuracy needed for the presented problem. At
more than 20 days until the end of the settlement period, the prediction error approached
+4 percentage points. Consequently, predictions made more than 20 days in advance can
only serve as approximate guidance for the decision making process.

Notably, observed errors are related to both the precision of the used method and
the human factor. The results of the As prediction are provided in real time to the staff of
the production facility. Workers are taking actions upon the provided information, which
results in changes in the analyzed system and therefore shifts to the final As value. Further
work will evaluate the contributions of both factors to the operation of the tested platform.
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