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ABSTRACT

STOCHASTIC OPTIMIZATION ON HYBRID RENEWABLE ENERGY SYSTEMS

This research explores the use of stochastic optimization in finding the optimal size of hybrid
renewable energy systems that combine two or more renewable energy sources. The goal is to
achieve an optimal balance between system size, cost, and reliability. We have used mathematical
models and algorithms to find the optimal sizing of the system by minimizing costs while ensuring
reliability. Specifically, we propose an optimal-sized hybrid renewable energy system that uses
stochastic programming to minimize the cost of the system based on the reliability percentage. We
have formulated the hybrid renewable energy sizing problem using two-stage stochastic program-
ming and developed an algorithm using the three-block Alternating Direction Method of Multipli-
ers (ADMM) to solve this problem. The theoretical convergence of the proposed algorithm was
established, and the results were compared with state-of-the-art methods in the literature, demon-
strating the superior performance of our proposed approach. Also, we have applied the proposed
algorithm to a rural area in South Africa- as a case study- to find the optimal sizing of the hy-
brid renewable system for the geographic location. Moreover, we have developed a differential
equations-based model for the deterministic version of the stochastic programming problem for
optimal sizing. This model enables the design of the renewable system as we progress in time
instead of building the entire system at the beginning of the project. The dynamical-based model
has shown superiority over the three-block ADMM in terms of capital cost, where it decreased the
capital costs of the renewable components by a significant amount. Finally, we have incorporated
machine learning techniques to model wind turbine power curves and solar power predictions us-
ing climatic data. We have found that ensemble models outperformed parametric models by having

better accuracy. Overall, this research provides new insights into the optimal sizing of hybrid re-
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newable energy systems and presents innovative algorithms and techniques for their design and
optimization.

Keywords: Hybrid Renewable Energy, Two-stage Stochastic Programming, Alternating Di-
rection Method of Multipliers, Progressive Hedging, Pattern Search, Differential Equations-based

Model
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Chapter 1

Introduction

Electricity is a fundamental necessity of modern life, and its importance cannot be overstated.
It is a crucial aspect of daily life in developed and developing countries, powering everything from
residential homes to gigantic industrial and governmental facilities. The availability of reliable
electricity is often considered a hallmark of modern society and a crucial aspect of speeding up
economic growth and development.

The significance of electricity is evident in its widespread use across various sectors. It powers
homes, businesses, and industries, enabling people to carry out their daily activities with ease.
From communication systems to transportation networks, electricity is a crucial part of modern
life. In industries, it plays a crucial role in powering machinery and equipment, enabling companies
to operate efficiently and produce goods and services that meet the demands of consumers.

However, as the world’s population continues to grow, so does the electricity demand. This
rapid growth of populations and industries creates an increased demand for energy, which puts
pressure on the existing power infrastructure. Countries worldwide are investing in renewable
energy sources to provide cleaner and more sustainable energy. Additionally, they are investing
in research and development of new technologies that can improve the efficiency and reliability of
energy generation and distribution in response to the growing demand for energy, particularly with
the increase in population and economic growth. With its increasing importance, countries must
continue to invest in their energy infrastructure to ensure that their citizens have access to reliable
and sustainable sources of electricity.

Generally, generating electricity can be achieved through two main methods: conventional and
renewable energy. The first type, fuel-based energy generation, relies on using finite resources such
as coal, natural gas, and oil to generate electricity. It is popular because of its deterministic nature

and the ability to meet the power demand. The fact that capacities of conventional generators are



well known to electricity companies. This reality allows companies to accurately calculate the
percentage of the load that fuel-based generators can satisfy, reducing the risk of power shortages.

However, conventional energy generation has several significant drawbacks. The primary dis-
advantage is its dependence on finite fossil fuels, which are not only depleting but also unevenly
distributed around the world. This burden creates a dependency on foreign sources of fuel and
increases the risk of price volatility and supply interruptions. In addition, conventional energy
generation contributes to the emission of greenhouse gases (GHGs), which have a detrimental
effect on the environment and climate change.

On the other hand, renewable energy relies on natural environmental resources such as the sun,
wind, water, and geothermal energy to generate electricity. This method is becoming increasingly
popular due to its ability to reduce dependency on finite fossil fuels and its potential to reduce
greenhouse gas emissions.

The main advantage of renewable energy is that it uses renewable resources that are widely dis-
tributed, making it a more sustainable solution to energy generation. However, renewable energy
also has its limitations. For example, the availability of renewable resources can depend on local
weather conditions, which might make electricity generation less predictable. In addition, renew-
able energy sources can also be more expensive to install and maintain than conventional energy
sources, making the switch to renewables a more significant investment for electricity companies.
Both conventional and renewable energy methods have their advantages and disadvantages, and the
choice of method will depend on many factors, such as local resources, cost, and environmental
impact.

GHG emissions from fossil fuels are the primary cause of global warming and its associated
environmental impacts. Conventional power generation methods using fossil fuels are highly reli-
able in meeting the global electricity demand but have been responsible for a significant increase
in GHG emissions. The emissions of these toxic gases have continued to rise, and according to the
Intergovernmental Panel on Climate Change (IPCC), they increased by 70% from 1970 to 2004

[7]. The increased concentration of these gases in the atmosphere has led to the warming of the



Earth’s surface, causing significant environmental problems such as ice melting, forest fires, and
heat waves.

In addition to the negative environmental impacts, conventional power generation methods
also contribute to air pollution, which has serious health consequences for humans and wildlife.
Burning fossil fuels emits harmful particles and chemicals into the atmosphere, which can lead
to respiratory problems and raise the likelihood of heart and lung diseases. Given these conse-
quences, there is a growing need to transition to more sustainable and renewable energy sources,
such as solar and wind power, to reduce the dependence on fossil fuels and mitigate the impact
of GHG emissions on the environment. While renewable sources may not yet be as reliable or
cost-effective as conventional power generation methods, advances in technology and investment
in infrastructure will make it possible to meet the increasing demand for energy while reducing the
negative impact on the planet.

Fossil fuels contribute to GHG emissions, and the emission varies from method to method due
to the dependency on the chemical reaction on the generator side. The emissions vary depending
on the specific method of power generation and the type of fossil fuel used. For example, coal-fired
power plants emit the most GHGs, followed by natural gas-fired power plants, and oil-fired power
plants emit the least. This variability is due to the different chemical reactions that occur during
electricity generation. These emissions are known to be harmful to the environment and contribute
to global warming, air pollution, and ocean acidification. The emissions that occur from chemical
reactions are considered environmentally harmful.

Although the initial construction expenses for conventional fossil fuel power plants are reason-
able from an economic perspective, the operating costs are relatively high compared to renewable
energy alternatives. This is due to the constant need for fuel to keep the generator functioning. The
fuel cost can be unpredictable and can vary greatly, leading to higher operating costs over time.
In contrast, renewable energy sources, such as wind and solar power, do not emit GHGs and have
much lower operating costs. They also have the potential to reduce dependence on finite fossil

fuels and help to mitigate climate change. Switching to renewable energy sources is becoming



increasingly economically viable, and many countries are setting targets to phase out fossil fuels
and transition to cleaner forms of energy.

South Africa, with its expanding economy and population, has experienced a steady rise in
GHG emissions over the past three decades [8]. This increase is reflected in the GHG emissions
shown in Figure 1.1, where the horizontal axis represents the years, and the vertical axis denotes
the kiloton (kt) of CO, equivalent and the annual percentage of change. From 1990 to 2019,
the country’s total GHG emissions rose from 331 million metric tons of CO2 equivalent to 555
million metric tons of CO2 equivalent, representing a 67% increase. This increase in emissions
has significant implications for the environment and the global effort to mitigate the effects of
climate change in South Africa.

The South African government has committed to addressing this issue by transitioning the
country’s energy sector toward a low-carbon economy. This transition involves a focus on renew-
able energy sources such as wind and solar power, as well as a decrease in the use of coal, which
is a significant contributor to GHG emissions. By reducing the country’s reliance on fossil fuels,
the government hopes to reduce GHG emissions and contribute to the global effort to mitigate the
effects of climate change.

The increase in GHG emissions in South Africa over the past 30 years is a big concern, and the
government’s commitment to transitioning the country’s energy sector towards a low-carbon econ-
omy is a critical step in the right direction. To achieve these goals locally and globally, the optimal
sizing of hybrid renewable energy systems is essential. This refers to the process of determining
the most efficient combination of different renewable energy sources to meet energy demands in
an environmentally responsible and cost-effective manner. By carefully considering the relative
strengths and limitations of different renewable energy technologies, governments, and investors
can ensure that it is making the most of the available resources and minimizing the impact on the
environment.

Under these circumstances, scientists and engineers have been working hard to find alternative

methods to generate electricity effectively and reliably to meet the demand and keep the envi-
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Figure 1.1: South Africa Greenhouse Gas (GHG) Emissions 1990-2019

ronment unharmed. The innovative approaches should minimize greenhouse gas emissions to an
acceptable level and accommodate the future growth of populations and, thus, related human ac-
tivities.

Renewable sources, like solar, wind, and hydro, are considered a well-suited solution to power
generation since they enjoy desirable features. Renewable energy generation methods use free
natural resources that are not depletable. Especially, Africa is regarded as the Sun continent;
because it receives, on average, the highest amount of daily sunlight than other parts of the world.
Although there is enormous solar potential in Africa, the development of solar power in Africa is
deficient [9].

The generated power by renewable sources is clean and environmentally friendly because there
is no contribution of greenhouse gas emissions which ensures the 7th goal of Sustainable Devel-
opment Goals (SDGs) —environmental sustainability. The installation costs of renewable systems
are considered high, but the operating costs are much less than the conventional methods in long-

term projects. The main factors that affect electricity production by renewable sources are weather



conditions and seasonal cycles. For example, solar power is not produced effectively during cloudy
days and none at night. Renewable methods can fully replace conventional methods in the short
term for the domestic generation with the cooperation of backup generators.

Many countries are preparing to achieve 100% renewable energy in the near future. For ex-
ample, Iceland gets all of its electricity from renewable energy sources such as geothermal and
hydroelectric. Costa Rica is also paving the route for 100% renewable power production. For 300
days consecutively, Costa Rica satisfied all its electrical demands with renewable energy sources
such as hydropower, geothermal, biomass, wind, and solar. Kenya, Namibia, Norway, Ethiopia,
and Uruguay are among the countries that now generate more than 90% of their power from re-
newable sources [10].

Using one renewable energy source in generating electricity may affect system reliability due
to weather fluctuation. Thus, hybridizing two or more sources, possibly with backup sources like
a conventional generator and batteries, will enhance system reliability and reduce dependency on
storage capacity. This study aims to design an economic and optimal integrated hybrid renewable
energy system model that will be reliable and environmentally sustainable.

We have taken two different approaches to solve the problem. The first approach to tackling the
problem involves modeling it as a two-stage stochastic programming problem. Upon formulating
the stochastic programming problem, we transform the deterministic version of the model into
a finite-dimensional optimization problem. This step involves identifying the appropriate set of
constraints and variables that will be used to create an objective function that optimizes a particular
outcome.

We have solved the model using the state-of-art alternating direction method of multipliers
(ADMM) and applied it to a case study in a rural area in South Africa, Limpopo province, Ga-
Noane. The proposed ADMM algorithm allows parallel computation in finding the optimal solu-
tion. Parallel computation is crucial in solving real-world problems instead of serial computing to
save time and space. We have compared our procedure to an energy problem solved by Sakalauskas

and Zilinskas [5] using two-stage Stochastic Programming (SP) with the Monte Carlo method. The



comparison has shown that our approach is superior in terms of CPU time and the number of iter-
ations. Also, we have proved the theoretical convergence of the three-block ADMM approach to
the optimal solution under certain conditions.

Our second strategy involves transforming the classical finite-dimensional optimization prob-
lem into a dynamic optimization problem based on differential equations. By using this approach,
we can gradually construct an optimal sizing solution over time. We have compared the results of

this approach with those of the first strategy.

1.1 Problem Statement and Motivation

Hybrid renewable energy systems are considered an adequate means for energy solutions in
the future, especially for rural areas where expanding the grid is too costly. Most of the current
energy systems depend heavily on fuel consumption, which generates greenhouse gas emissions
that cause severe environmental impact. Renewable energy is environmentally friendly that uses
natural resources to generate electricity and power. Most hybrid systems use solar and wind re-
sources that rely on uncertain weather conditions, thus, uncertain power generation. Further, the
load demand is also uncertain, and it is difficult to meet using fluctuating resources without proper
sizing of the system’s components. Since most of these types of systems are standalone systems
used to electrify rural off-grid areas, thus the design of such systems must be in optimal conditions.

The research on modeling optimal sizing mathematical algorithms has used commercial soft-
ware intensively to size hybrid renewable systems. Few researchers have utilized detailed algo-
rithms to solve those particular types of problems. To the best of our best knowledge, no research
has been conducted using the three-block Alternating Direction Method of Multiplier (ADMM) to
solve two-stage Stochastic Programming (SP) in hybrid renewable energy system sizing.

The problem, therefore, is to design an optimal sizing system of hybrid renewable energy that
ensures system reliability using SP based on three-block ADMM and the concept of Loss of Power

Supply Probability (LPSP). Such eco-friendly systems seek to minimize the effect of greenhouse



gas emissions by using entire renewable sources. Figure 1.2 represents a possible flow chart of the

optimal sizing process for the hybrid renewable energy system (HRES) components.

Start

Configure the hybrid renewable system

i

Provide Meteorological and load demand data

Provide capital and operating costs,
budget constraints, and reliability Optimal configuration?

factor

Optimal sized system with the specified reliability factor

End

Figure 1.2: Flow chart of optimized process of HRES

Our second model is constructed on differential equations (DE) based dynamical systems,
which means that solving DEs is necessary for evaluating the objective function. We have used a
pattern search optimization technique after modeling the problem using DEs to obtain the optimal

sizing and associated costs for the hybrid renewable system.



1.2 Aim and Objectives

This research aims to design an integrated hybrid renewable energy system in rural areas taking
into account reliability and environmental sustainability.

Achieving the above aim can be done by the following objectives:

1. Developing a machine learning scheme that predicts solar and wind power output based
on climatic data, enabling assessment of potential power output in a specific geographic

location.

2. Developing a two-stage stochastic programming mathematical model for sizing hybrid re-

newable energy systems, ensuring optimal system design.

3. Designing a three-block ADMM-based optimization algorithm for solving the two-stage

stochastic problem in the mathematical model, facilitating efficient and accurate solutions.

4. Providing a convergence proof for the three-block ADMM algorithm, subject to suitable

assumptions, validating its reliability and effectiveness.

5. Modeling a differential equation-based dynamical optimization model for solving the two-
stage stochastic problem using pattern search, offering an alternative approach to the ADMM-

based method.

6. Comparing the results will be obtained from the differential equation-based model with those
will be obtained from the ADMM algorithm, assessing their performance, and identifying

potential advantages or limitations.

7. Assessing the numerical comparison of the performance of the three-block ADMM algo-
rithm with existing methods in the literature, using both benchmark and practical problems,

testing its competitiveness and superiority in solving similar problems.



1.3 Contributions

The current study aims to provide notable contributions to the renewable energy area by at-
tempting to fill several gaps. First, the study focused on building an optimization model using
two-stage stochastic programming (SP) to size the hybrid renewable energy system components.
Our study is among the first to consider stochastic optimization based on the three-block Alternat-
ing Direction Method of Multipliers (ADMM) in renewable energy applications. We have refor-
mulated the two-stage SP in the form where ADMM can be applied. The benefit of doing this is
that it allows parallel computations. To the best of our knowledge, this study was not carried out
before. We have shown the convergence of the three-block ADMM algorithm theoretically and
numerically by implementing it to a number of benchmark problems.

Second, we have developed a mathematical model that allows the decision of optimal sizing of
renewable energy systems to be chosen over a number of years based on budget restrictions. The
benefit of this approach is that it enables us to incrementally develop the renewable system as the
project progresses rather than having to create the entire renewable system upfront for the whole
duration of the project. The model is based on a system of differential equations. We consider
this a major contribution to the research topic, as no such work has been reported in the literature.
We addressed these gaps in the literature, which have the potential to provide new and innovative
solutions for renewable energy systems.

Third, we have studied the suitability of the Machine Learning (ML) approach, including Long-
Short Term Memory (LSTM), to predict wind power curves and solar power output. Thus, the ML
provides a tool for a feasibility study to assess the potential renewable power in specific geographic

locations.

1.4 Outline of the Thesis

This thesis comprises nine chapters. Each chapter focuses on a distinct concept. As a result,
each chapter has its own introduction at the beginning. We organized the thesis as follows. Chapter

2 introduces three types of renewable energy sources. Also, it overviews the two-stage stochas-
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tic programming model and some related optimization techniques used in this thesis. Chapter 3
presents machine learning approaches for prediction. It introduces the problem of predicting wind
turbine and solar power output. Then, it discusses implementations and evaluations of machine
learning models for power prediction. Chapter 4 introduces two-stage stochastic programming
and its application in renewable energy systems. Also, it develops the two-stage stochastic pro-
gramming model into the three-block ADMM. Chapter 5 presents a detailed analysis of the con-
vergence properties of the three-block ADMM algorithm. Chapter 6 illustrates the application
of three-block ADMM optimization to a hybrid renewable energy system. It overviews existing
optimization methods for hybrid systems. Then, it develops a new optimization method for hy-
brid systems using two-stage stochastic programming and solves it by the three-block ADMM. It
presents the numerical experiments and results by comparison with existing methods. Chapter 7
presents a new dynamic optimization model for the hybrid renewable energy system and its solu-
tion using the pattern search method. Chapter 8 discusses the applications of three-block ADMM
to benchmark problems from the literature. Also, it compares the computational results of our
proposed three-block ADMM with the existing methods. Chapter 9 summarizes the main contri-
butions of the thesis. It discusses the implications and future directions of the research. Finally, it

concludes and makes recommendations for further work.
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Chapter 2

Literature Survey

2.1 Introduction

Recently, a significant amount of literature has focused on renewable energy production due
to its cost-effectiveness and its potential to reduce greenhouse gas emissions compared to con-
ventional methods. Researchers concentrate on designing new systems using efficient renewable
energy as an alternative solution to traditional energy. Part of these studies focuses on the techni-
cal side of manufacturing equipment and improving its efficiencies and other engineering-related
issues. Some studies have focused on building mathematical models to produce economical and
reliable energy systems that can meet the load demand. Some suggested mathematical models in
the literature apply to solve energy applications [11, 12]. These models vary in performance and
computational capabilities in solving energy problems.

Energy optimization problems have large sizes and require efficient algorithms to solve them
within a reasonable time. Our focus in this research will be on modeling a stochastic programming
mathematical method and its implementation. The intent is to find the optimal sizes of hybrid
renewable energy systems comprising solar, wind, and hydrogen power generation with backup
batteries.

Renewable energy systems rely on natural resources affected by weather fluctuations, which
makes the generated power unpredictable. The reliability of such systems is a big concern because
of the nondeterministic nature of the resources. A widely recognized measure of reliability is the
Loss of Power Supply Probability (LPSP) [11], which calculates the probability of a power outage.

Many research studies have employed iterative techniques to optimize hybrid solar-wind en-
ergy systems using the LPSP concept. Chedid and Rahman [13] presented a method for designing
and analyzing a hybrid wind-solar power system. Their solution employs a linear programming

concept to minimize power costs while satisfying load demands reliably. They concluded that
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renewable energy is far more environmentally benign than diesel or grid alternatives. Their sug-
gested methodology allows the user to investigate the interactions between economic, operational,
and environmental issues, making it a beneficial tool for planning and assessing hybrid solar-wind
power generating systems.

Chedid et al. [14] presented a multi-objective optimization-based technique to design a re-
newable energy system within a specified time frame. They examined the minimum emissions
objective, which seeks to reduce greenhouse gas emissions and aims to achieve the lowest possible
cost while meeting energy demand and reliability.

A different iterative algorithm, known as RAPSODY, employs the dynamic programming ap-
proach devised by De and Musgrove [15] to analyze optimal operating techniques for a hybrid
electricity generation system. The researchers designed a model that incorporated a diesel genera-
tor, wind, and solar power sources, and a backup battery (if required) to evaluate the most efficient
operating strategies. The approach they developed considers various factors such as capital ex-
penses, maintenance and operating costs, and fuel expenditures to determine the most effective
strategy for operating the system. Unfortunately, these iterative methods cannot handle problems
with large dimensions due to their sequential processing.

Many researchers have shown an increasing interest in meta-heuristics algorithms for renew-
able energy applications. Heuristic and meta-heuristic approaches are popular techniques used in
optimization problems that require finding an approximate solution when the exact one is not fea-
sible. These approaches are based on searching through a large solution space to find the optimal
solution. The main advantage of these techniques is that they are fast and require less compu-
tational resources compared to exact optimization methods. For example, Yang et al. [16, 17]
presented a sizing approach for hybrid solar-wind systems based on a genetic algorithm (GA).
They used the model to determine the best system design for achieving the LPSP target while min-
imizing the system’s yearly cost. They used their technology to create a hybrid solar-wind system

to power a communications relay station on a remote island in China.
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Also, Koutroulis et al. [18] provided a technique for sizing a standalone solar and wind system
using GA. Their approach finds the best number of units, guaranteeing that it minimizes the overall
system cost over 20 years, subject to the restriction that they satisfy load energy requirements. They
used their suggested method to model a power generation system to supply a residential home.
They showed that hybrid solar-wind systems have lower system costs than either wind power or
only solar sources.

Mohammadi et al. [19] offered an optimum microgrid design in a distribution system using
a genetic algorithm. They utilized a hybrid power model comprising various components such
as solar panels, hydrogen fuel cells, battery banks, and multiple diesel-generating units. They
implemented a GA-based optimization technique to determine an optimal power output and pricing
strategy for their proposed microgrid. The objective function evaluates the overall net present
worth, and GA was used to determine the microgrid’s optimal net present worth. The outcomes of
their modeling demonstrated that employing diesel generators and microgrids resulted in a lower
total net present worth. In contrast, Xu et al. [20] investigated a standalone hybrid wind and PV
power system using GA to minimize total capital costs while taking into account the LPSP.

Hakimi et al. [21] used a particle swarm optimization (PSO) meta-heuristic approach in siz-
ing a hybrid system. They used wind turbines, fuel cells, an electrolyzer, and hydrogen tanks.
The biggest concern with renewable energy sources is their reliance on environmental conditions,
which means they may not meet demand. Therefore, they used hydrogen tanks as storage compo-
nents to solve the problem by supplying power demand when renewable producers are deficient.
The hybrid wind-fuel cell system is suited for their case study location because of the proper wind
speed throughout the year and the high costs of fuel transition.

Also, Boonbumroong et al. [22] proposed a technique for enhancing the configuration of a con-
ventional AC-coupling hybrid power system that operates independently by utilizing PSO. Their
method involved formulating the design as an optimization problem, which led to identifying the
optimal hybrid system configuration resulting in reduced costs over the system’s lifespan. To vali-

date their system component models, the researchers employed a hybrid power system comprising
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PV, wind, and diesel generators located in Thailand as a benchmark. Their findings revealed that
particle swarm optimization (PSO) produced the best overall cost to the system. Also, [23, 24]
presented two applications that use PSO in hybrid systems.

La Terra et al. [25] proposed a fuzzy logic-based multi-objective optimization technique for
sizing a hybrid solar-wind power plant. Their optimization procedure aims to achieve a design that
balances the long-term average performance of the generating system with its overall cost. The
objective is to seek out an optimal balance between these two factors without compromising them.

Khatib et al. [26] proposed optimizing a PV/wind microgrid for rural house electrification.
They combined an iterative method with a genetic algorithm to determine the optimal sizes for
photovoltaic panels, wind turbines, and batteries. The main issue with the heuristics and meta-
heuristics approaches is that the accuracy of the solution obtained through these techniques cannot
be judged mathematically. This limitation makes it difficult to assess the quality of the solution
obtained and the level of confidence that can be placed in it.

Yang et al. [27] developed an optimization approach for determining the sizes of hybrid solar
and wind power generation systems in Guangdong, China. They used the Levelized Cost of Energy
(LCE) [28] for economic analysis and the LPSP for reliability assessment. The study found that
there is a strong correlation between LCE and LPSP. As LPSP decreases, the system cost (LCE)
increases, and vice versa.

In a study conducted by Dursun et al. [29], a nursing home in Istanbul, Turkey was the fo-
cus of investigation for a hybrid renewable energy system. They utilized Hybrid Optimization of
Multiple Resources (HOMER) software to design a standalone system that incorporated various
combinations of wind turbines, PV panels, and fuel cells alongside hydrogen storage. The system
cost was evaluated using both net present and total energy costs. The authors found that regions
with higher wind speed and solar radiation had a significant impact on reducing energy costs.

The rest of this chapter will discuss various topics related to renewable energy sources and
stochastic programming methods and is organized in the following way: In Section 2.2, we have

discussed three types of renewable energy sources, namely, solar, wind, and hydrogen. This section
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aims to give readers a basic understanding of these renewable energy sources and their potential
for providing sustainable energy. In Section 2.3, we have provided an overview of some of the
stochastic programming methods that are used in the literature, which aims to provide readers
with an understanding of the various stochastic programming methods available and which can
be applied in the context of renewable energy systems. Finally, in Section 2.4, we have given an
introductory overview of the pattern search method. This method is a derivative-free optimization
method that can be used to solve optimization problems in the absence of analytical gradients.
We have discussed the basic principles of the pattern search method, which will be used to solve

optimization problems in the context of renewable energy systems.

2.2 Renewable Energy

Renewable energy depends totally on weather, which may affect system reliability. For any
energy system that uses renewable energy sources, hybridizing two or more power generation
methods with backup sources, like a conventional generator and batteries, will enhance system
reliability [30]. In this section, we discussed various renewable sources that are used for power
generation. We started with solar power, followed by wind power. Finally, we gave an overview of

hydrogen and fuel cell technologies.

2.2.1 Solar System

A growing body of literature recognizes the importance of solar power, which is used com-
monly in electrifying rural areas where the national grid is difficult to reach these areas due to
financial limitations and the sparse locations of rural areas [31].

Most modern solar energy applications supply houses with a few kilowatts (kW) of electrical
power. The continuous increase in electricity prices motivates the development of these types of
systems. In the domestic areas, where the national grid is connected but affected by long intervals

of load-shedding, solar power might be a satisfactory solution.
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Solar Photovoltaic (PV) cells are used in households to convert solar radiation into electricity
using the photoelectric process. In the photoelectric process, the electrons are made excited and
jump from the p-layer to the n-layer when the photons interact with the PV cell’s surface, creat-
ing a voltage differential in the electrical circuit. The electrons then travel to keep the circuit in
equilibrium [32].

PV cells are either linked in series or in parallel. A suitable combination of parallel and series
of connections needs to be used according to the electrical appliance used by the users. The amount
of solar radiation that reaches the earth is measured by kilowatt per meter-squared (kW/m?). The
variation of solar intensity depends on the geographic location; even during the day, the sunlight
varies; it is most productive at noon and least early in the morning or none at night.

Constructing a solar farm requires choosing a suitable location that maintains a good potential
for solar intensity. Performing a feasibility study for the location site requires at least one year of
solar data to analyze the solar reliability in that location. The solar data depends on parameters
like latitude, longitude, monthly average radiation, and daily horizontal radiation.

The technical and economic factors are very crucial when choosing a PV array. The technical
issues are represented in the number of PV units, rated capacity per unit, the size of the panels, and
their efficiencies. Also, economic factors like the lifetime of the PV cells, capital cost, replacement
cost, and operation and maintenance costs are significant factors used in the feasibility study.

The power produced by a PV cell at a specified time ¢ relates to the amount of solar irradiance

received by the PV cell and the efficiency of the cell, and is given by

_ G@)
Gsre

Ppo(t)

X ppv,rated X npva (21)

describes the relationship between the power output of the PV cell, p,,(t), and the solar irradiance
received by the cell, G(t), as well as the efficiency of the cell, 7),,. The variable p,, rqteq is the
power output of the PV cell under standard temperature conditions (STC), which are defined as a
solar irradiance of 1 kW/m?2, an air temperature of 25 °C, and an air mass of 1.5. This value is

used as a reference point to compare the actual power output of the cell under different conditions.
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The efficiency factor 7, of the PV cell is determined by many factors like the aging of the panel,
deviation of the temperature from 25° C, and other factors. The variable G(t) is the incident
solar radiation on the solar panel, or the amount of solar energy received by cell per unit area, at
time ¢. This value can vary depending on the time of day, weather conditions, and other factors.
The variable G g1 is the solar irradiance under standard temperature conditions, which is used to
normalize the actual solar irradiance. The total power produced by the PV system at time ¢ is given
by

Bpu(t) = Npu X ppu(t),

where N, is the number of cells.

2.2.2 Wind Energy

Wind power is considered one of the most widely utilized and environmentally friendly sources
of renewable energy. Due to continuous advancements and research, the development of wind tur-
bines has proven to be highly effective in increasing wind power output. One of the key advantages
of wind power is its ability to generate power at any time of the day or night. The generated wind
power depends on the wind speed and the height of the turbine hub. The cut-in speed refers to
the minimum wind speed required for the turbine to start operating, while the cut-out speed is the
maximum wind speed at which the turbine can operate safely. The rated speed, which is the speed
that produces the highest power output, lies between these two speeds [33].

Various elements determine wind turbine power, including wind speed, hub height, rotor radius,
and generator efficiency. A feasibility analysis for constructing a wind turbine in a suitable location

site needs at least one year of meteorological data.

Wind Resource

Meteorological data for wind speed is required to calculate the average power generated by
a wind turbine. Data can be supplied by the user or retrieved from specialist websites, such as

NASA.
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The wind speed measured at the site’s height -usually - is different from the one measured at
the tower height. Given the wind speed vy, measured at specific height A, if the height of the tower

of the wind turbine was h, the wind speed v is given by

B\ ©
U = o h_() )

where « is the power law exponent, a function of atmospheric stability. For open lands, « is
considered to be 1/7 [11].
The theoretical power curve of a wind turbine [11] illustrates the connection between the aver-

age wind speed and the average turbine’s power output F,,,, and it is given by
1 -3
Py = §pAcpv , (2.2)

where the relationship depends on several parameters like p is the air density (kg/m?); A is the
swept area of the blade (m?); ¢, 1s power coefficient (dimensionless), and v is the average wind
speed (m/s).

However, in real situations, it is difficult to have all the parameters presented in the equation,
thus making the theoretical equation hard to use. To overcome this difficulty, researchers and
engineers often use modeling techniques to estimate the power curve by utilizing a subset of the
parameters.

Statistical distributions can be used to express the average wind speed. Usually, the two most
frequently used statistical distributions for estimating wind power in a specific region are Weibull
and Rayleigh. The probability density function (pdf) provides the probability of occurring at a
specific wind speed. So, both Rayleigh and Weibull pdfs are used to test wind conditions at the

selected site. The Weibull distribution’s pdf is given by [34]

flv; N\ k) = ; (;)k_l e_(g)k, v >0,
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Figure 2.1: The Response of Rayleigh Distribution to Various Parameter Scales

where A is called the scale parameter (m/s), and k is shape parameter which changes the look of

the pdf. Usually, the value of £ lies between 2 and 3. When the shape parameter is 2, the Weibull

distribution is known as the Rayleigh distribution and is given by

Figure 2.1 shows the consequence of changing the scale parameter, where it displays that the higher

values of A shift the curve toward higher wind speeds.
The average wind speed v is directly related to the scale parameter of Rayleigh distribution,

given by the following equation:

v:/ooovf(v,)\)dv:/o 76_

or we can write it in the following way
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Figure 2.2: Wind Turbine Power Curve

Wind Turbine

The power produced by a wind turbine is directly proportional to the wind speed. Once the
wind speed exceeds the minimum threshold, the turbine initiates power generation. On the other

hand, if the wind speed surpasses the maximum limit, the turbine may become dangerous, and a

brake system gets activated to halt the turbine.
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The power curve of a wind turbine appears in Figure 2.2. The power curve depicts the con-
nection between wind turbine power output and wind speed. At a time ¢, the amount of power

produced by a wind turbine is given by [35]:

(

Q(U(t)) VUeutin < U(t) < Urated,
pwmd(t) = Prated Urated § U<t) S VUcut outs (23)

0 otherwise,

\

where P4 1S the rated (maximum) power of the turbine in kilowatt (kW); vy in the cut-in speed
(m/$); Veut oue the cut-out speed (m/s); and v is wind speed (m/s) [36]. The function g(v) describes
the non-linear curve of Region 2 in Figure 2.2, which is approximated using various methods such
as parametric and non-parametric. The total power produced by the wind turbine, at time ¢, is given
by:

P’wind(t) = Nwt X pwmd(t) X Awt X Nwt,

where N, is the number of turbines, A, is the total swept area of the wind turbine, and 7),,; is the
efficiency of the wind turbine.

A high altitude location away from houses and trees with an intensity of wind speed, like
mountain gaps, is the best location for installing a wind farm. Estimating wind energy is based
on wind speed and wind turbine power curves. The future forecast of power output is critical in
sizing and cost-optimal analyses. The precise prediction model aids in preventing overestimation
and underestimation, which minimizes needless expenses.

The manufacturer’s power curve for the wind turbine is created under standard conditions,
which might not comply with the real-time requirements of the site under consideration. So, mod-
eling the power curve with actual wind speed data and power measured from the turbine will give

a more sensible result. Such an approach has been used in this thesis; see next chapter.
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2.2.3 Hydrogen Energy

In recent times, people have become increasingly intrigued by hydrogen and fuel cell technolo-
gies that are seen as clean, dependable sources of renewable energy. These fuel cells do not give
off any toxic fumes when using hydrogen. Thus, these methods are considered a practical solution
for the 21st century with zero greenhouse gas emissions.

Hydrogen is not an energy source, but it is an energy carrier. The hydrogen Hy is the most
abundant element in the universe [37, 38] since the sun consists of 70% of hydrogen and 28% of
helium. Hydrogen enjoys some properties; it is much lighter than air and is a highly flammable and
reactive substance. Also, it is a gas at the ordinary temperature and pressure, and it is transformed
to liquid under —235 C* only [39].

Hydrogen is found abundantly in the universe, but usually, it is part of a compound and rarely
on its own. Consequently, a method of obtaining hydrogen that is clean and does not leave a
negative environmental impact is water distillation. This process, known as water splitting, can be
done through electrolysis or thermolysis. This process is depicted in Figure 2.3. The device used

in an electrolysis operation is known as an electrolyzer.

Cathode Anode
 —

:---- Supply _--_:
1 1

Power

Hydrogen Oxygen
o ® o
® ]

L Oxygen

Hydrogen

Bubhbles Bubbles

2H,0 = 0, + 4H* +
Anode Reaction

Figure 2.3: Producing Hydrogen by Electrolysis
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The electrolyzer consists of three main parts: an anode, a cathode, and an electrolyte separating
them. The most commonly used electrolyte is the Proton Exchange Membrane (PEM). The water
reacts at the anode to produce oxygen, hydrogen protons (H ™), and electrons (e~). The oxygen
(O,) will be released into the environment, and the hydrogen protons (H ') will pass through the
membrane to the cathode side, while the electrons (e™) will be attracted by the positive charges
in the anode rod. At the cathode, the hydrogen protons (H ™) react with the electrons (¢™) that
come from the cathode to produce hydrogen gas (H,). The hydrogen gas will then be transported
through an external channel to be used or stored in tanks. The chemical reaction at the electrolyzer

is expressed as

Anode reaction: 2H,0 — Oy +4H™' + 4e”

Cathode reaction: AHT + 4e” — 2H,.

The generator that uses hydrogen as a fuel is called the Fuel Cell (FC); commercially, it is
known as Proton Exchange Membrane Fuel Cell (PEMFC) [40]. The fuel cell produces electricity
by converting the chemical energy to electrical energy using the stored hydrogen, and oxygen from
the surrounding environment. Like an electrolyzer, a fuel cell consists of an anode and a cathode
separated by an electrolyte. The PEMFC works by reversing the electrolyzer functionality, and it

is expressed as:

Anode reaction: Hy — 2H" +2¢~

1
Cathode reaction: 2H' + 502 +2e~ — 2H,0.

When hydrogen enters the fuel cell through the anode, the catalyst breaks it down into protons
(H™) and electrons (e~). The protons (H 1) will travel through the membrane to the oxygen on the
opposite side at the cathode. Electrons move through an external circuit, generating an electrical
current that serves as the power source. The hydrogen protons (H ') will react with the oxygen

protons (Os) to generate water on the cathode side.
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When the generated power exceeds the load demand, the remaining power is converted into
hydrogen and transferred into the tank. The following equation describes the power transfer from

the electrolyzer to the hydrogen tank [41]:

Pel—tank = Pg—el X Mels

where P;_iqn1 18 the power transferred from the electrolyzer to the hydrogen tank, P,_; is the
generator’s surplus power provided to the electrolyzer, and 7, is the electrolyzer efficiency. The

energy of hydrogen contained in tanks at time ¢ is calculated as follows:

Etank (t) = Etank:(t - 1) + Pel—tank: (t) - Ptank—fc(t) X Ntank

where E;q,,,(t) stands for the amount of energy stored in the tank at time ¢, Pyg,— () the amount
of power generated by fuel cells using the hydrogen from the tank at time ¢, and 7)., the storage

efficiency.

2.3 Stochastic Programming

Many uncertainties in real-life problems are encoded mathematically in the problem’s parame-
ters. Uncertainties result from random experiments with specified outcomes modeled by w (called
a random variable). The set of all outcomes is called sample space and is denoted by the symbol
(). A subset of outcomes in () is known as events. The set of all such events is denoted by F.
Each event A € F can be measured by the probability function P : F — [0, 1]. The triple space
(Q, F, P) is known as the probability space.

Stochastic programming is an area of optimization that deals with modeling and solving prob-
lems that have uncertain parameters. Most stochastic problems incorporate discrete decisions. The
classification of the decision depends on the information that is known to the decision-maker. A
well-known problem of stochastic optimization is called two stages stochastic program, which is

given by [42]
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min ¢’z + E,Q(r,w), subject to

Az —b, (2.4)

where

Qr,w) = min{qu | Wy = h, — Tz, y > 0},

where w is the random variable, x is called the first-stage decision variable, which needs to be
calculated before revealing the future realization of the random event. The variable y is the second-
stage decision variable corresponding to the decisions after the realization of a random event known
as recourse decision [42]. For each realization of w, we have W, T, h,,, and ¢,. The recourse
decision is intended to compensate for any bad decisions caused by the first-stage decision variable.

The matrix W, is called the recourse matrix. If this matrix does not depend on the random
variable w, it is called a fixed recourse matrix. For simplicity and to illustrate the concepts, this

section will only consider the case of a two-stage problem with a fixed recourse matrix.

2.3.1 L-Shaped Method

The L-shaped algorithm is used in stochastic optimization to solve two-stage SP. It is used
to solve problems where the first-stage decision variables are deterministic while the second-stage
decision variables are random. The algorithm combines the idea of deterministic equivalence and a
heuristic method called cutting plane to solve the problem. It approximates the nonlinear function,
(2, with linear functions [42] to avoid the complex evaluation that may arise in the calculation. The
extensive form of the block structure to the L-shaped method is shown in Figure 2.4. The name
of the L-Shaped method arises from this structure. The L-shaped algorithm starts by solving the
deterministic equivalent of the problem, which is a linear program (LP) with the expected values
of the second-stage random variables. Then, it iteratively adds the second-stage constraints to the

LP and solves it again until finding a feasible solution.
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The method assumes a finite number of realizations to the random variable w. The algorithm
involves finding the initial solution and then adding constraints to ensure it is feasible and optimal.
Then, two types of constraints are added: (1) Feasibility cuts: ensuring that the solution of the
first stage is not violating the second-stage constraints and (ii) Optimality cuts: which are linear
approximations to the second-stage function. The algorithm terminates when the optimal solution
is found or when a stopping criterion is met. The L-Shaped algorithm is beneficial when the first-
stage decision problem has a small number of constraints and a small number of variables. One
of the main disadvantages of the L-Shaped algorithm is that it does not provide any guarantee
of global optimality, and it may get trapped in locally optimal solutions. Also, it can become
problematic when the number of realizations increases, leading to a dimensionality explosion, and
may not always converge to the optimal solution.

Consider Equation (2.4), where it has a finite number of scenarios. Let £ = 1,..., N be the
index of the finite scenarios of the random variable w, and let p; be the probabilities associated

with each scenario. We can define large-scale (extensive form) linear programming as

N
win e+ > p
k=1

TkZE—i—Wyk:hk, ]{?:17...,N,

The formulation of Problem (2.5) is noteworthy from various perspectives. Firstly, it is an ex-
panded version of a Linear Programming problem. The matrices 7} can be thought of as having the
same dimensions as the matrix A in LP. In practical applications, the size of A is often substantial.
As a result, when the number of realizations [V is large, the size of Problem (2.5) can become very

large.
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Figure 2.4: Block Structure of the Extensive Form of Two-stage Stochastic Programming

2.3.2 Progressive Hedging Algorithm

The Progressive Hedging Algorithm (PHA) [43] is a decomposition method used to solve two-
stage stochastic programming problems. It is a type of regularized decomposition algorithm. Reg-
ularized algorithms can handle significant drawbacks of the cutting plane methods, like the de-
generation that may happen at the end of the process. The basic idea behind the algorithm is to
transform the original problem into a sequence of subproblems according to scenarios, each of
which is a deterministic optimization problem. PHA is beneficial for solving problems with plen-
tiful uncertain parameters and can be applied to a wide range of optimization problems, such as
portfolio optimization, resource allocation, and risk management.

The PHA method starts by solving a deterministic equivalent problem, which is a relaxation of
the original problem where the uncertain parameters are replaced by their expected values. Then,
in each iteration, the algorithm solves a subproblem by fixing the value of one of the uncertain
parameters, called a scenario. The subproblem is a linear program that is solved using a linear

programming algorithm. Then, the solution of the subproblem is employed to update the dual vari-
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ables of the problem, which in turn is utilized to update the solution of the deterministic equivalent
problem. The algorithm continues to iterate until a stopping criterion is met, such as a certain
level of accuracy or a maximum number of iterations. The final solution is a combination of the
subproblems, and it is an approximation of the optimal solution of the original problem.

One of the main advantages of the PHA is that it can handle large-scale problems with nu-
merous scenarios and decision variables. Also, the algorithm is relatively simple to implement
and has parallel implementation. However, it requires a large number of computational resources,
especially when the number of scenarios increases.

Problem (2.4) can be put into an extensive form as

3P = min< 'z + E Psqlys : (x,ys) € K,Vs €S 3, (2.6)
T,Ys
sesS

where K, = {(x,ys) : Wyys = hy — Tsx,z € X,ys € Y}, and S is the set of a finite scenarios.
Problem (2.6) has a decomposable structure by creating copies of the first-stage variable, x, for all

scenarios. The new structure takes the form

x 7y
o ses

¢57 .= min {Zps (Tary +qTys) : (a,9,) € Koy = 2,Vs € S,z € an} e

The constraint z; = z,s € S, imposes that the first-stage decisions x; must be the same for all
scenarios s € S —non-anticipativity constraints. It ensures that the decision of one stage does not
depend on the future stages’ decisions. These constraints guarantee that decisions made at each
step of the algorithm are consistent with a decision-making process that proceeds in a sequential,
one-stage at-a-time manner. They secure that the algorithm solves the problem correctly and that
the produced solutions are meaningful and interpretable. Non-anticipativity constraints create two
copies of each variable; one representing the value before revealing the realization of some random
variable, and the other representing the value it takes after the realization has become known. In
reality, those values must be equal since we have to fix the variable value before disclosing the

realization. Application of Lagrange relaxation to Equation (2.7) yields the non-anticipativity
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Lagrange dual function [43]

#(11) = min {Z [ps ("zy + qlys) + pl (zs— 2)] + (z,y5) € K, Vs € 5,z € an} . (2.8)

T,Y,z
' SES

where ;1 = (ul, R 5|)T € Il;csR™ is the vector of Lagrange multipliers associated with the

non-anticipativity constraints. Setting w; = pis {ts, Equation (2.8) may be written as [43]

= min {Zps (s, Ys, 2, ws) 1 (Ts5,Ys) € K, Vs €S,z € R”I} : (2.9)

my?

where

Ls(xsvyw Zaws) = CTms + QZys + (JJZ (zs - Z) .

The augmented Lagrange function is founded by adding the regularized term of the non-

anticipativity constrain as follows

L(2,y,2,w) = poL(ws, Y, 2,0s),
seS

with

Lls)(xsv Ys, Zaw8> = Csz + quys + ws,T (xs - Z) + g”xs - Z||2,

where p > 0 is the penalty parameter. The PHA generates a sequence of iterations that converge
to the solution if it exists. There is no restriction on the value of p, but a suitable choice of p will

lead to fast convergence.

2.4 Pattern Search Algorithm

The pattern search method is a type of direct search optimization algorithm that is a variation
of the coordinate search method [44]. It falls under the class of direct search methods. Also, it
is referred to as the generalized pattern search (GPS) method [45]. The pattern search method

1 1’ x DY x DR 1 1 1 -
enerates a sequence of iterates {z!, 22, .k, where the objective function values are non
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increasing. The method consists of two steps: the SEARCH step and the POLL step. In the
literature on this method [46], there is limited information provided on implementing the SEARCH
step. Despite the lack of information, the results of the pattern method using only the POLL step
have been reported in various studies. Audet et al. [45] reported that the SEARCH step can be
a hindrance to convergence, which is why it is not always included in the implementation of the
pattern search method.

In this thesis, we intend to focus solely on the POLL step in the pattern method. Before delving
into the pattern search algorithm based on the POLL step, we would like to provide more in-depth
information about the POLL step. The POLL step is crucial to the pattern method as it updates
the current iterate and the step size based on the results of the previous iteration. It allows the
algorithm to progress toward the optimal solution.

The POLL process starts by selecting a trial point, denoted as p;, from the poll set Fj. The trial

point is calculated as [47, 48]

pZ:{J}k—f—AdedZED,Z:L 72n}7

where

D:{el7"' y€ny, —€1, 7_en}7

where e; € R" is the ™ unit coordinate vector.

The current iterate 2" is used as the starting point for this calculation. The trial point, p;, is then
evaluated to determine if it is a better solution than the current iterate. If a better solution is found
(f(ps) < f(2%)), the POLL process ends, and the next iterate, x**1, is updated to be the better
solution zFt! = p,. If no better solution is found for all d; € D, the current iterate is retained

xk+l

= z*. In the case of a successful POLL step, the step size parameter, A1, is increased to
2/} to enhance exploration. On the other hand, if the POLL step is unsuccessful, the step size

parameter is decreased to %Ak. Thus, the iterates are updated as follows [47, 48]:
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Di if f(p;) < f(z*) for some p;
h = (2.10)

a” if f(pi) > f(z*), Vp; € P

Also, the updates for the step size is summarized as follows [47, 48]:

20 if f(p;) < f(x¥) for some p;
App = (2.1

Ak i f(p) > f(aY), Vpi € B

Therefore, the update of the iteration £ links to the update of A;. The pattern search method
continues to iterate through the POLL step until the objective function values stop decreasing or
meet the stopping criterion, i.e. Ay < A;,. Algorithm 1 provide the implementation for the pattern

search method using the POLL step.

Algorithm 1 Pattern Search Optimization Algorithm
0

1: Input: Initial feasible solution x
stopping tolerance A, > 0

€ X, positive spanning set D, initial step size Ay > 0,

2: Output: Optimal solution z*

3: Setcounter k < Oand? < 1

4: while A, > A, do

5: Evaluate the objective function f at the trial point p; = (xk + Ayd;) € Py,d; € D
6: if f(p;) < f(2%) then

7: Set 251 < p;

8: Increase k < k + 1

O: Setz+ 1

10: Expand the mesh by increasing Ay < 2Ag

11: else

12: Increase: <+ 7+ 1

13: if 7 > 2n then

14: Set zFt1 « 2k

15: Increase k < k + 1

16: Setz 1

17: Reduce the mesh by decreasing Ay < %Ak
18: end if

19: end if

20: end while

21: Return z* = z*
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Chapter 3
Predicting Wind Turbine and Solar Power Output

Using Machine Learning

3.1 Introduction

Electricity is an indispensable requirement in modern industrialized and developing nations.
With the population and industries growing at a rapid pace, the demand for power and energy is
increasing every year. However, conventional resources are becoming scarce and are not equally
available worldwide, creating tensions between nations. Fuel costs are unstable and vary due to
various economic and political factors. Moreover, greenhouse gas emissions caused by conven-
tional resources have increased substantially over the past 50 years, exacerbating the situation [7].

To address this issue, renewable energy sources such as solar, wind, hydrogen, and hydro have
emerged as potential alternatives for power generation. These sources are ideal for reducing the
carbon footprint. Moreover, by combining renewable energy systems with energy storage systems,
excess energy generated during off-peak hours can be stored and used during peak hours, reducing
the need to use fuel-based energy systems and thereby lowering greenhouse gas emissions. Gov-
ernments, organizations, and individuals worldwide are actively pursuing ways to increase the use
of renewable energy to address climate change.

Wind and solar power are fast-growing areas in renewable energy. However, their success is
highly dependent on weather conditions, making it challenging to predict their output accurately.
Wind and solar power rely on wind speed and solar radiation, respectively, which are intermittent
resources. Therefore, accurate predictive models based on climatic data are required to size hybrid
renewable systems and optimize the operation of wind turbines and solar panels. Predictions can
help to plan future energy systems, ensure sufficient power to meet customer demands, and avoid

blackouts. Additionally, predictions can improve energy management by forecasting energy needs
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during peak hours and energy surplus during off-peak hours, allowing for better control of energy
storage systems and optimal use of renewable energy systems.

The power curve of a wind turbine plays a crucial role in monitoring its output and defines its
response to varying wind speeds [49]. Typically, wind turbine manufacturers provide a datasheet
with a power curve, which is created under standard weather conditions. However, this curve may
not accurately represent the actual site conditions where the turbine operates. Therefore, predicting
the power output of a wind turbine using climatic data is crucial to sizing hybrid systems and
ensuring optimal performance.

Forecasting power output and performance monitoring are among the most crucial applica-
tions of the power curve. Accurately predicting the power output allows operators to schedule
maintenance, plan for grid integration and make other operational decisions. The power curve
is also helpful in identifying regions suitable for wind power construction. Two types of models
are employed to estimate the power curve using machine learning: parametric and non-parametric
models. Parametric models involve assuming a functional form for the power curve, such as poly-
nomials, and estimating the values of the parameters from the available data. These models are
typically simple and easy to implement, but they may not accurately capture the complex relation-
ship between wind speed and power output.

Non-parametric models, on the other hand, do not assume any functional form for the power
curve and instead use the available data directly to estimate the power curve. These models are
more flexible and can better capture the complex relationship between wind speed and wind turbine
power output, but they can be more computationally intensive and may require more data to achieve
good results.

To accurately predict the power output of a wind turbine, we can leverage the power of machine
learning techniques. The first step is to analyze the standard wind turbine power curve depicted in
Figure 2.2, which is divided into four distinct regions. By understanding the unique characteristics
of each region, we can train a machine-learning model that can accurately predict the power output.

With a well-trained machine learning model, we can optimize the operation of the wind turbine
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by predicting its power output in real time based on environmental factors such as wind speed and
direction. This prediction will enable us to maximize the power generation of the wind turbine and
ensure the efficient utilization of renewable energy sources.

By analyzing the available wind speed data, we can identify areas with high wind speeds and
better wind resources, which are more favorable for wind power development. In designing hybrid
energy systems, the accurate prediction of the wind turbine power output is crucial for sizing and
optimizing wind turbines during the design stage. Also, it helps estimate the turbine’s capacity
factor, which determines the average energy production over time [50].

On the other hand, the quantity of energy produced by a PV system is proportional to climatic
factors such as cloud cover, solar intensity, and site-specific circumstances. The PV panels are
most productive during summer. However, in the case of rain and windy conditions, the energy
produced by PV panels is much less. It is crucial to consider weather forecasts when planning
for a PV system to account for this variability in solar power. This forecast helps to ensure that
the system can generate the required solar energy and seek backup resources when there are less
favorable weather conditions.

Predicting the power output of wind turbines and solar panels is a crucial task in the renewable
energy industry. Accurate predictions can optimize the operation of renewable energy systems,
plan for future energy demand, and evaluate the potential of new projects.

Machine learning algorithms can analyze historical meteorological data to learn the relation-
ship between weather and the power output of renewable energy systems. The algorithms can then
use this knowledge to predict future power output, making it easier for energy providers to plan
and manage their operations.

In predicting the power output of wind turbines, machine learning algorithms rely on meteoro-
logical data, such as wind speed, wind direction, and pressure. In contrast, predicting solar power

output depends on temperature, solar radiation, and pressure.
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Several machine learning algorithms, such as regression, decision trees, random forests, and
neural networks, are available for predicting wind turbines and solar power output. The choice of
algorithm depends on the specific problem and the data.

Machine learning-based predictions of renewable energy output can be more accurate than tra-
ditional methods using reasonable feature engineering, particularly when the relationship between
weather and power output is complex and nonlinear. It is because machine learning algorithms can
identify patterns in large datasets that humans may miss, enabling more accurate predictions.

One of the main challenges in renewable energy applications is the variability of wind speed
and solar irradiance from one location to another. This variability imposes the design of the hybrid
system to be for a particular range of weather conditions. Thus, an accurate wind turbine power
output is essential in selecting turbines that match the chosen site’s wind regime. Also, proper
power output models for PV panels help to size the system components. Because of increased
data availability and computer capacity, machine learning algorithms can make better predictions.
Machine learning and time series models are used to predict renewable energy generation, which
is critical for many sectors in the energy market.

In this chapter, multiple machine-learning approaches are applied to time series data. We
found that employing time series models for renewable energy data is challenging due to their
non-stationary nature. As a result, we realized that utilizing machine learning techniques is a
more feasible option. We implemented machine learning algorithms to predict wind turbine and
solar power output. The models used a dataset obtained from Wind Atlas for South Africa. We
found that the Long short-term memory (LSTM) and Extreme Gradient Boosting Regression Trees
outperform the other methods on average.

The rest of this chapter is structured as follows: Section 3.2 discusses some related works on
wind and solar power output predictions. Section 3.3 describes the methodology and data used in
the machine learning algorithms. It covers data processing, cross-validation of time series data,
and the performance metric employed. The various machine-learning algorithms employed in the

study are presented in Section 3.4. Section 3.5 covers the numerical experiments of the machine
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learning algorithms carried out for both wind and solar power. Finally, Section 3.6 summarizes the

results of the wind and solar power predictions and highlights the algorithms utilized.

3.2 Related Works

The wide-scale development of renewable energy showed a substantial and expanding body
of literature focused on wind turbine and solar power output prediction. This section summarizes
some known prediction methods used. Inman et al. [51] gave a comprehensive evaluation of
renewable energy forecasting theory. Their essay discusses several hypotheses, such as how to
simulate irradiance, air masses, and clearness indexes. They offered a theoretical foundation for
frequently used time series models and machine learning approaches. They also provided theories
on irradiance and satellite photos to demonstrate how they may be applied. Their work provides
directions for both theory and methodology in physics, statistics, and machine learning.

Hong et al. [52] presented an overview of several energy forecasting techniques. They high-
lighted the increased usage of time series and machine-learning approaches in various energy sce-
narios. A principal part of their research is based on an energy forecasting competition and assesses
the methods implemented in the Global Energy Forecasting Competition 2014. They also antici-
pated that the research on solar power forecasting will grow significantly during the next decade.

Bacher et al. [53] proposed a technique for predicting power output from photovoltaic systems
installed on rooftops in a Danish village using online forecasting. Their method used adaptive
linear time series models that relied on autoregressive (AR) and AR models incorporating exoge-
nous variables. However, it is worth noting that the models they have used may be insufficient to
accurately predict non-stationary data, which is common in climatic data related to PV systems.

The power curve depicts the reaction of the power output of a wind turbine power to varying
wind speeds. Ehsan [54] provided reasons for under and over-estimation due to manufacturers’
power curves. As a result, it is critical to estimate the wind turbine power output using climatic

data. Finding power output in this way can provide operational data reflecting real situations.
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An accurate power prediction can avoid the problem of under and over-estimation. Also, it is
used as an indicator of efficiency by calculating the capacity factor. The power curve also benefits
in selecting the turbine’s model by comparing different models and choosing the appropriate option
that suits the specific geographical location.

Two types of modeling are well-known for the wind turbine power curve, namely, parametric
and nonparametric methods. The parametric methods consider the pattern of the power curve,
then try to create the relationship between the generated power and the wind speed data. Some
parametric methods use functions that can be linear [55, 56], quadratic [57], cubic, and exponen-
tial [58]. The other parametric methods consider the inflection point where the curve changes its
direction, like double exponential, 3PL, 4PL [59, 60] and 5PL [55]. On the other hand, nonpara-
metric methods do not consider the shape of the curve; it is suitable to derive the power curve when
it is hard to get a functional relationship using the parameters (such as temperature, humidity, and
wind direction) on a given data.

Kusiak et al. [59] constructed power curves using historical wind turbine data for online mon-
itoring of power curves. In their study, they used three approaches; two parametric methods and
one nonparametric method. They used the least square and maximum likelihood as estimation
methods to derive the power curves as a parametric approach. They reported that the least square
beats the maximum likelihood one in terms of accuracy. On the other hand, they used a nonpara-
metric model called the k-nearest neighbor (k-NN) algorithm. Also, in a different paper, Kusiak et
al. [60] found that k-NN performs poorly when the condition of the wind farm is abnormal. Then,
they combined an evolutionary method with a data mining approach to filter the original data when
it has noisy points.

Thapar et al. [57] have done a critical analysis for mathematical modeling for the wind turbine
using three commercial wind turbines. They reported that the models that use the fundamental
power equation are not reflecting the actual wind turbine. They noted that the models based on the

shape of the power curve lack the desired accuracy. They also concluded that using curve fitting
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techniques, such as least squares, and cubic spline methods for deriving the power curve gives a

moderately accurate result for wind turbine power curves.

3.3 Methodology: Data Collection, Processing, and Validation

This section provides an overview of the climatic data used in our study and the correlation
employed to identify the significant predictor variables. It will also discuss the preprocessing of the
data and describe the cross-validation technique utilized in our machine learning (ML) algorithms

for time-series data.

3.3.1 Data Collection

The climatic dataset used in this study was collected from Wind Atlas for South Africa (WASA)
[61]. The dataset contains data for both wind power and solar power. We selected the dataset from
October 2015 until February 2022 for the analysis as the 2022 data was incomplete for the entire
year.

The collected dataset comprises a total of 297,318 records, with numerical values of eight
features: time, wind speed, direction codes, relative humidity, barometric pressure, wind turbine
power output, solar irradiance, and PV solar output. In our solar power analysis, we have included
two crucial features that were generated from the time feature: month and hour. These additional
features provide significant insights into solar power generation patterns. The "hour" feature deter-
mines the duration when the solar panels are most productive throughout the day. This information
is invaluable for identifying the ideal time to maximize electricity generation. For example, our
analysis indicates that solar panels generate electricity most efficiently between 9 a.m. and 3 p.m.
The "month" feature is essential for understanding the seasonal patterns of solar irradiance, and it
also plays a crucial role in optimizing solar power generation.

To begin with, we performed the correlation analysis of the features mentioned above. We
have used the built-in correlation function in Python’s programming language. This was done to

identify the most correlated features in the collected data for both wind turbine and solar power
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output. The results indicated that wind speed, relative humidity, and barometric pressure were the
top three correlated parameters for the wind turbine power output, as shown in the last horizontal
row in Figure 3.1, which shows the correlation heatmap between the numerical features in the
dataset. Those top correlated features will be used as predictors in the ML algorithms to predict
the wind turbine power output.

Similarly, solar irradiance, barometric pressure, relative humidity, and hour were the top corre-
lated parameters for solar power output, as depicted in the last horizontal row in Figure 3.2; these
will be used as predictors for the solar power output. Notably, it was observed from Figure 3.2 that
barometric pressure and relative humidity were inversely proportional to PV power. These corre-
lation results suggest the importance of considering multiple parameters when analyzing wind and
solar power outputs, as they are significantly affected by multiple weather conditions.

The dataset we have used is time-series data, which has a sequential time index. The time-
series-related tasks are well-known in real-world problems. We have used the time series cross-
validator, which is a useful tool for dividing time series data samples that are seen at fixed time
intervals into training and testing sets. The test dataset is used to assess the effectiveness of vari-
ous prediction models in terms of their performance. The presented validation tool is a modified
version of KFold that utilizes the initial & folds as training data and the (k + 1)th fold as the test set
for each iteration. Nonetheless, unlike conventional cross-validation methods, here the following
training sets incorporate previous ones. By adopting the time series cross-validator, we can ensure
that your model is properly trained and evaluated on suitable datasets.

The datasheet of the wind turbine Vestas V90 is obtained from [62], which is the manufacturer’s
datasheet. Vestas V90 is a wind turbine with a rated (maximum) power of 2000 kW. The cutting-
in speed to start generating power is 4.0m/s. The rated wind speed is 13.0m/s, then the speed
becomes constant until the wind speed reaches 35.0m /s, so a barking system needs to be employed
to bring the turbine to a stand-still situation.

Vestas V90 is a three blades wind turbine with two variants, either made from fiber or carbon.

Each blade has a radius of 45m, which makes the turbine swept area 6,362 m?. The type of
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Figure 3.1: Correlation Analysis of Wind Turbine Power Features
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Figure 3.2: Correlation Analysis of Solar Power Features

42

B

-0.2
-0.1

-0.0

-0.2
-0.3
-0.4

-0.5



20001 ——a

17501

1500

Power (kW)
= =

~ o N
Ul o (9]
o o o

4 6 8 10 12 14 16
Wind Speed (m/s)

Figure 3.3: Power Curve of Vestas V90 Wind Turbine

generator for Vestas V90 is asynchronous with an output voltage of 690.0 V. Figure 3.3 depicts
the power curve of Vestas V90, in which the data[62] used to plot the graph is provided by the
manufacturer. The average wind speed per month for Ga-Nkoane, a rural area in South Africa, is
presented in Figure 3.4, which will be used to assess the wind turbine power output.

The solar panel used is the Tenesol TE2200 - 220W [63]. This type of solar panel was devel-
oped for different applications, including rural electrification. As a result, it is an excellent choice

for a solar panel in our analysis.

3.3.2 Data Processing

We have conducted all data handling and mathematical computation in this chapter using
Python version 3.9.13 on Jupyter Notebook. We have chosen this programming language for
its reliability and efficiency in data analysis and the built-in packages for the machine learning
algorithms. It can perform a wide range of complex computations and visualize the results in an
organized and understandable manner. Using this language also allows for reproducibility and

transparency in our methods, as the Python code is open-source and accessible to others. All of the
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Figure 3.4: Average Wind Speed per Month for Ga-Nkoane

regression algorithms used in this study were sourced from scikit-learn [64], except LSTM, which
is obtained from keras [65].

For preprocessing of time series data, we used the tsExtract library [66]. This library provides
the conversion of time series data to a suitable form and then passes it to a standard machine
learning regression algorithm.

We have excluded data from periods when solar panels are unlikely to generate power since

they typically produce electricity between 9 a.m. to 3 p.m.

3.3.3 Cross-Validation

Cross-validation is a technique used in machine learning to evaluate the model’s performance
on unseen data. It is commonly used in time series data to assess the ability of a model to make
accurate predictions on future time points based on past observations.

In time-series cross-validation, we split data into training and test sets. The training set is used

to fit the model after preprocessing step, while the test set is used to evaluate its performance. The
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process is repeated with different partitions of the data, allowing for a more robust estimate of the
model’s performance.

One common approach for time-series cross-validation is called rolling window cross-validation.
The rolling window cross-validation technique divides the data into fixed-size windows, and the
model is trained using one window and tested using the following one. This procedure is carried
out continuously until the whole dataset has been used for training and testing.

Another approach for time-series cross-validation is expanding window cross-validation. In
this method, the model is trained on the earliest data points and tested on later data points, gradually
increasing the size of the training set as more data becomes available. This method allows a more
realistic evaluation of the model’s capability for handling large amounts of data. It is worth noting
that when working with time series data, it is essential to use cross-validation techniques that
preserve the temporal ordering of the data. In other words, the training and test sets should be
contiguous and non-overlapping time series data to avoid data leakage. The sequential structure
of time-series data does not allow the data points to be mixed or shuffled. Thus, any splitting of
time-series data should preserve sequentiality, so the data will not lose its regular structure.

For splitting the dataset, we have used a time series with ten-fold cross-validation. Cross-
validation helps by estimating the model parameters automatically. A suitable loss function tells
how closely the model approximates the data. We have used the negative mean squared error as
a loss function. Then, by cross-validation, the chosen loss function evaluates the given model
parameters by calculating their gradient. The model parameters keep adjusting until descending to
the global minimum.

When performing cross-validation on time series data, a slightly different approach is necessary
to avoid mixing the data. In our study, we utilized the expanding window cross-validation method.
This procedure involves training the model on a small segment of data from the beginning of the
dataset up until a certain point, denoted as s. The model then predicts data from s + 1 to s +m
and calculates the error. The training sample is then extended to include the data from time steps

s+ m 4+ 1to s+ 2 x m, with a step size of m, and the test segment is moved along the dataset
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until we reach the end, where each training and testing is based on K-fold. Figure 3.5 shows the

Cross-Validation process of time-series data.

3.3.4 Performance Metrics

The objective of this section is to utilize machine learning techniques to predict the power
output of wind turbines and solar energy systems. The study began with cleaning and preprocessing
the collected data. Then, we trained various regression models and evaluated them using K-fold
cross-validation on a time-series dataset. Four performance metrics, Mean Square Error (MSE),
Rooted Mean Square Error (RMSE), Mean Absolute Error (MAE), and Mean Absolute Percentage
Error (MAPE), are employed to assess the accuracy of the models. These metrics are used to
evaluate the model’s ability to predict the test data (actual data) denoted by the symbol y, compared
to the predicted data denoted by . In this study, y and ¢ represent the actual and predicted turbine
power output, respectively. Also, they represent the actual and predicted solar power output. A
smaller value of error indicates a better-performing model. Cross-validation is a prevalent method

in time series data that is used to evaluate the efficiency of different machine learning models. It
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Table 3.1: Performance Metrics used in Assessing Regression

Name Expression

MSE i (Y — )
RMSE \/ S (i — )
MAE S, bsl
MAPE i

allows the model to be trained and tested on different subsets of the data. Doing so helps to prevent
overfitting and gives a more accurate representation of the model’s performance on unseen data.
The performance evaluation metrics are defined in Table 3.1, where n denotes the number of

data used for training or testing.

3.4 Machine Learning Algorithms

In this chapter, we have used several machine learning algorithms for extensive comparative
study. We utilized eleven regression techniques, five using mathematical models, the same number
of ensemble and decision tree-based techniques, and one deep learning technique. All the linear
response regressions are obtained by solving a version of the least-square problem. Some of these
methods incorporate an additional regularization term to achieve desired solutions. The linear re-
sponse model-based regression techniques that we used are simple linear regression (LR), Ridge
regression, LASSO, Bayesian Ridge (BR), and Elastic Net (EN). On the other hand, the ensem-
ble techniques based on decision trees used are the Bagging regressor, extreme gradient boosting
(XGB) regressor, gradient boosting regressor (GBM), and random forest (RF) regressor. Also, we
used a Decision tree regressor (DTR) as a decision tree; and Long Short-Term Memory (LSTM)

as a deep learning algorithm.

3.4.1 Linear Response Models

1. Simple Linear regression trains a linear mathematical model for predictions. It constructs

the best line(plane or hyper-plane) coefficients by minimizing the sum of the residual squared
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between the observed values in the dataset and predicted values. The coefficients of the linear

model are given by solving the following least square problem
min || Xw — ], (3.1)

where X € R™™ w € R™, and y € R™. The matrix X results from the substitutions of the
values of predictor variables (features) in the response model, which is linear in this case.

The solution to Equation (3.1) can be written in the following closed form
w=(XTX)"" X7y,

In the wind turbine case, we used the top correlated features with the wind turbine power
output in the linear regression, and they are wind speed (z1), relative humidity (x3), and
barometric pressure (x3). Then, the simple linear regression model for the wind turbine

power output will be expressed as:
Y = Wp + W1T1 + Walkay + W3T3 + €,

where wg, w1, w3 and ws are the coefficients, and € is the error term.

Similarly, for the solar power output, we used the top correlated features with the solar power
output, and they are solar irradiance (x1), relative humidity (z2), barometric pressure (z3),
and hour (z4). Then, the simple linear regression model for the solar power output will be
expressed as:

Y = Wy + W1T1 + Wakg + W3T3 + W4y + €.

The notation was the same for both cases, but the meaning of the variables was different, as

we explained above.
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Linear regression is a simple model that can easily be interpreted because of linearity. Also,
it is computationally efficient and does not require complex calculations when the dataset
is large. Despite the model’s advantage, the linear regression is too simple. It can not
capture the complexity of the real-world problem data, and the linear assumption between
the variables can not always be guaranteed. Furthermore, its severely affected by the outliers

resulting in a model that cannot capture the information of the dataset.

. Ridge regression adds a penalty term or a regularization of L, norm to the minimization of
the residuals in the simple linear regression in Equation (3.1). The penalty term is equal to
the sum square of the coefficient. The penalty term is controlled by the coefficient parameter
A, which penalizes the large values of the regularized terms. The cost function of Ridge
regression is given by

min(|[Xw = y[l; + A flwll3). (3.2)

The benefit of using Ridge regression is to reduce the model complexity and multicollinear-

ity, but it is not suitable for feature reduction.

. LASSO regression is a version of linear regression, which differs from Equation (3.2) in
its regularization term. It uses the concept of shrinkage due to the regularization used. In
particular, the LASSO cost function is obtained by replacing the penalty term in the cost
function of ridge regression with the absolute sum of the coefficient called L; norm, which

is written as

min(|[Xw = y[l; + A flwll,). (3.3)

This type of regression is well-suited for models with a high level of multicollinearity. Also,
when automating some parts of the model, like variable selection. The shortcoming of using
LASSO is that when there are two highly collinear variables, it selects one randomly, which

makes the interpretation of the data difficult.
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4. Elastic Net Regression is a type of linear regression that combines L regularization in (3.2)
and L, regularization in (3.3). This combination allows the models to inherit both properties
of Lasso and Ridge regressions. The method is helpful if there are collinear features. Elastic
Net tends to pick both correlated features instead of picking one randomly, like LASSO

regression. The cost function is given by

min ([[Xw = ylly + M ell;, + X2 felly) - (3.4)

5. Bayesian Ridge Regression is a powerful technique for analyzing poorly distributed data.
Unlike traditional linear regression, which uses point estimators, Bayesian Ridge Regression
employs probability distributions to form linear regressions with regularization parameters.
This approach allows for recovering the entire range of inferential solutions rather than just
a point estimate and a confidence interval. One key difference between Bayesian Ridge
Regression and other types of regression is that the vector of coefficients in traditional re-
gressions is fixed, while in this method, the coefficients are random variables following a
normal distribution. The model has an explicit prior on the parameters and the choice of
the prior results in a regularizing effect. After specifying the prior, the maximum posterior

estimate is obtained by solving the maximum log-normal likelihood as follows

1 1
W = arg max log {exp (_F(Y — Xuw)"(Y — Xw) — ﬁwTw)}

(1 2 1 2
—argn (V= Xl + % ).

If we set A = j—z, then Bayesian approach is equivalent to the traditional ridge regression.

3.4.2 Polynomial Response Models

Equation (3.1) represents a linear model that is capable of preserving the linear relationships
between predictor variables, also known as features, and the response variable. However, the

relationship between features and the response variable may not be linear. In such cases, non-
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linear models can also be used to model these relationships accurately.We note that the objective
functions, i.e., (3.1)-(3.4), remain the same.

To study the performance of different models, we considered two non-linear models and eval-
uated their performances in various model-based regressions, including simple regression, Ridge,
LASSO, Elastic Net, and Bayesian Ridge regression.

Quadratic models the relationship between the input variable x and the output variable y as a
quadratic function. For example, the quadratic form for the wind turbine regression model is given

by

2 2 2
Y = Wooo +W10021 +Wo10T2 +Woo1L3 4+ - - W111T1T2L3 4+ - -+ W00 L] +Wo20T5 +Woo2Z5+€, (3.5)

where w;j;, 0 < 4, 7,k < 2, are the coefficients, and ¢ is the error term. The quadratic regression
for solar power will be represented by four sub-indices because there are four features.

Cubic models the relationship between the input variable x and the output variable y as a
cubic function. For example, the cubic form for the wind turbine regression model is given in the

following form:

3 3 3
Y = Wooo +W100Z1 +Wo10T2 + W1 T34+ - - Wi11T1X2T3 4+ + - +W300 T +Wo3z0T5 +Woozxs +€, (3.6)

where w;j, 0 < 4,7,k < 3, are the coefficients, and e is the error term. Similarly, the cubic
regression for solar power will be represented by four sub-indices.

Quadratic and cubic models are more flexible than linear regression models, as they can capture
more complex relationships between input and output variables. However, they are also more prone
to overfitting, which is the tendency of the model to fit the training data too closely and perform

poorly on new data.
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3.4.3 Decision Tree and Ensemble Algorithms
1. Decision Tree Regressor (DTR) for regression problems works by recursively partitioning
the input space into smaller and smaller regions [67]. In each partition, the tree assigns an
output value, which is the predicted value of the target variable for that region. The goal
of the decision tree algorithm is to find the partitioning that minimizes the sum of squared

residuals between the predicted and actual values of the target variable.

To understand the math behind decision trees for regression problems, let us consider the
example of predicting wind power output based on wind speed, relative humidity, and baro-
metric pressure. Suppose we have a dataset with n data points, where each data point 7 is
represented by a vector of input features z° = (wind speed;, relative humidity;, barometric
pressure;), and the target variable y; is the wind power output. The goal is to find a function
f(z) that predicts the output of y for any input vector z. The algorithm starts with the entire
input space and chooses a split point that divides the data into two subsets. The split point
is chosen to minimize the sum of squared residuals between the predicted and actual values
of the target variable for each subset. Suppose we choose to split the data based on the wind
speed feature, as it has the highest correlation. We split the data into two subsets Sj.¢, and
Stight- Sleft contains all data points with wind speed less than or equal to a certain threshold
value ¢, and Siign contains all data points with wind speed greater than ¢. The predicted value
for the target variable in each subset is given by the mean value of the target variable in that

subset:

freft = mean(yi|xi € Sett)

fright = mean(yi|xi € Sright)-

The sum of squared residuals for this split is given by:

RSS = Z (yi - f]eft>2 + Z (yi - fright)Q-

1€ Sy 2 € Sright
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The decision tree algorithm finds the threshold value ¢ that minimizes RSS by trying all
possible threshold values for the wind speed feature and selecting the one that results in the
lowest RSS. Once the best threshold value for the wind speed feature is found, the algorithm
repeats the process on each subset Sy and Siigh. This process continues until a stopping
criterion is met, such as a maximum tree depth or a minimum number of data points in a leaf

node.

At each leaf node, the predicted value for the target variable is given by the mean value of

the target variable for the data points in that region:

fieat = mean(y;|z" € leaf node).

The overall prediction function for the decision tree is given by the combination of all the

predicted values for each leaf node: f(x) = fiar, if = belongs to leaf node.

The sum of squared residuals between the predicted and actual values of the target variable

for the entire dataset is given by:
RSS =) (yi— f(x")*

We will build the model by utilizing the DecisionTreeRegressor from the "sklearn" library.
Once we have imported the necessary modules, we will train it on the train data using the fit
function. After training, we will generate predicted values ¢ by applying the predict function
to the test data. This prediction will allow us to see how well our model can generalize to new
data. To evaluate the performance of our model, we will measure the difference between the
correct labels y and the predicted labels ¢ using the metric specified in Table 3.1. By doing
so, we can assess the accuracy and effectiveness of the model. We will follow the same

procedure for the upcoming ensemble methods.
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2. Bagging (Bootstrap Aggregating) is a machine learning technique that improves the accu-
racy and stability of a predictive model by combining the predictions of multiple models
trained on different subsets of the training data [67]. In bagging regression, the algorithm
creates a set of B bootstrap samples, where each sample contains r data points selected

randomly with replacement from the original training data set.

Again, let us explain it using the wind turbine power output. Suppose we have a dataset
with n data points, where each data point 7 is represented by a vector of input features z*
= (wind speed;, relative humidity;, barometric pressure;), and the target variable y; is the
wind power output. The goal is to find a function f(x) that predicts the output of y for any
input vector x. The bagging algorithm creates B different decision trees, each trained on a
different bootstrap sample of the original data set. Each decision tree uses a random subset

of the input features at each node, chosen independently for each split.

For each tree b in the ensemble, the algorithm computes the predicted value of the target

variable y; for each data point 7 in the test set using the following formula:
gi,b - fb(xi)7

where fi,(x') is the predicted value of the target variable for data point 4 in tree b. The
final predicted value of the target variable for data point ¢ is computed as the average of the

predicted values of all trees in the ensemble:
1 B
gi(x) = B ; Gip(@).

The accuracy and stability of the bagging regression model depend on the number of trees in
the ensemble and the variance of the individual trees. Bagging reduces variance by combin-
ing the predictions of multiple models trained on different subsets of the training data, but it

does not reduce bias.

54



The accuracy and stability of the bagging regression model can be evaluated using various
metrics as in Table 3.1. The model can be further improved by tuning the hyperparameters,

such as the number of trees in the ensemble or the maximum depth of each tree.

. Random Forest (RF) regressor is an ensemble machine learning algorithm used for re-
gression tasks. It is based on DTR and builds multiple decision trees in parallel during the
training process by selecting a random subset of the data and features for each tree [67]. It
is an extension of the bagging algorithm we have discussed above. The difference between
RF and bagging is that in RF, a random subset of features is selected at each node in each
decision tree, while bagging uses all features. The final prediction is made by averaging
the predictions of all the trees in the forest, which reduces the variance and improves the
model’s accuracy. The randomness in selecting the data and features helps to prevent over-
fitting and improves the generalization of the model. The RF regressor can manage linear
and non-linear relationships and handle missing values and categorical variables. One of the
main advantages of an RF regressor is that it is easy to interpret and understand due to its
decision tree structure. In addition, it is also relatively fast to train and predict compared to

other ensemble methods.

To explain how RF work, suppose we have a dataset with n instances and m = 3 features:
wind speed, relative humidity, and barometric pressure. Our target variable is the wind power

output. We want to build an RF model to predict wind power output.

1. We start by randomly sampling a subset of the data with replacement to create a new

dataset of the same size as the original.

2. We then build a decision tree on this new dataset but only consider a random subset
of the features, say £ = 2, at each node. For example, at the root node, we might
consider wind speed and relative humidity but not barometric pressure. For the second

tree, there are two features could be wind speed and barometric pressure. We split the
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data based on the selected features and repeat this process for each subsequent node

until we reach the leaf nodes.
3. We repeat steps 1 and 2 ¢ times to build ¢ decision trees.

4. To predict the output for a new instance, we traverse each decision tree down to a
leaf node and record the prediction. We repeat this process for all t trees and take the

average prediction as the final output.

The math behind RF involves calculating the prediction for each decision tree and then av-
eraging them. Suppose we have ¢ trees, and we want to predict the output for a new instance
x. We denote the prediction for the i-th tree as f;(x). Then, the final prediction is calculated

as follows
t
. 1
gi(x) = n Z fi(=),
i=1
where 7;(z) is the predicted output for the new instance .

. Gradient Boosting Regressor (GBM) is an ensemble learning algorithm that adds decision
trees to the model iteratively, each one trained to predict the residuals (difference between

actual and predicted values) of the previous tree.
Here is a step-by-step explanation of how gradient boosting regressor works, using the wind
turbine example:

1. We start by initializing the model with a simple regression tree, which calculates the

mean of the target variable for all samples in the training set.

2. We calculate the residuals of the initial prediction by subtracting the predicted value

from the actual target values. The residuals represent the error of the initial model.

3. We create a new regression tree to predict the residuals. The tree is trained on the
features (wind speed, relative humidity, and barometric pressure), and the residuals are

calculated in step 2.
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4. We use the new tree to predict the residuals for each sample in the training set. We then
add these predicted residuals to the previous prediction to get an updated prediction for

the target variable.

5. We repeat steps 2-4 by calculating the residuals of the updated prediction and creating a
new regression tree to predict these residuals. We continue this process until the desired
number of trees is reached or until the improvement in the model’s performance is no

longer significant.

6. We combine the predictions of all the trees in the model to get the final prediction for

the target variable.

The GBM algorithm involves iteratively adding weak models to a regression ensemble to
improve the overall prediction accuracy. At each iteration, a new weak model is fit to the
negative gradient of the loss function with respect to the current prediction. The loss function

is typically the MSE, defined as:
1 2
L(y.F) = 5y — F)*,

where y is the true target value, and F'is the current prediction. The negative gradient of the

loss function with respect to F' is:

This residual is the difference between the true target value and the current prediction. The
negative sign is added to make sure that the weak model is fit to the direction in which the

loss function is decreasing.

The new weak model is typically a decision tree with a small number of leaves or depth,
called a regression tree. Then, we fit a regression tree to the negative gradient values r;; and

obtain the tree’s prediction hy(x?) for each training example, where 7 is the residual of the
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tree ¢ for feature i. Then, we update current prediction Fi(x) by:
Fi(z) = Fi_1(x) + vhy(x),

where v is the learning rate, which is a hyperparameter that controls the contribution of each

new weak model to the overall prediction.

This process is repeated iteratively, with each new weak model fitting to the negative gradient
of the current prediction, until a stopping criterion is met, such as the maximum number of

iterations or a minimum improvement in the loss function.

. The eXtreme Gradient Boosting regressor (XGB) is a variant of the gradient boosting
algorithm that adds additional regularization and optimization techniques to improve perfor-
mance and reduce overfitting [68]. The main differences between XGB and GBM are the

objective function, regularization term, and the way the trees are constructed.

XGB has a more general form of the loss function compared to GBM, which can be written

as [69]:

Ly, ) = Uy, 1) + Qf)

1
where Q(f) =T + 3 | w]?

~

where [(y;, ;) is the loss function, e.g. +>°" (y; — §;)% Q(f) is a regularization term,
f 1s the regression tree model, 7" is the number of leaves, and w is the leaf weights. The
regularization term penalizes complex models by adding a penalty term that is a function of
the number of leaves. This helps prevent overfitting by discouraging the model from learning

noise or irrelevant features in the data.

The objective function in XGB is a sum of the loss function and the regularization term over
all the training samples, plus an additional term that helps to prevent overfitting and stabilize

the learning process [68, 69]:
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K

Obj = > Ly, i) + >_ Qfe)

i=1 k=1

where K is the number of trees, and v is a hyperparameter that controls the complexity of
the model. The penalty term helps to smooth the output of the trees and prevent them from

fitting too closely to the training data.

To train the XGB model, we start with an initial prediction F{y which is the mean of the target
variable. At each iteration ¢, we fit a new regression tree h;(z) to the negative gradient of the

objective function with respect to the current prediction:

_aL(yia )

Ty = = )
0Yi  gi=Fi_1(a?)

The negative gradient is the residual between the true target value and the current prediction,
similar to GBM. The new tree is fit to the residuals using the following objective function
[68, 69]:

n

Objy = Y [1ys, Fima (2) + (') + Q(hy)] -

=1

Once the tree is trained, we update the current prediction using the following formula:
Fy(z) = Fioi(z) + nhi(),

where 7) is the learning rate, which controls the contribution of each new tree to the overall

prediction. The learning rate helps to slow down the learning process and prevent overfitting.

We repeat this process for a fixed number of iterations or until a stopping criterion is met,
such as the maximum depth of the tree or a minimum improvement in the objective function.

The final prediction is a weighted sum of the predictions of all the trees:

J(x) =Y nhi(x),
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where 7' is the total number of trees in the model. The weights of the trees are determined

by the learning rate and the regularization term.

3.4.4 Long Short-Term Memory (LSTM)

An LSTM is a subtype of Recurrent Neural Network (RNN), which is applicable for regression
tasks involving sequential data. It detects patterns in data sequences, such as time series data.
LSTM networks are designed to handle the problem of vanishing gradients, which is a common
issue in traditional RNNs. The LSTM architecture includes memory cells, input gates, output
gates, and forget gates that allow the network to selectively remember or forget past information,
allowing it to learn long-term dependencies in the data [70]. The architecture of the LSTM is
shown in Figure 3.6, for more details see [71].

While other Artificial Neural Network (ANN) models like back-propagation neural networks
and gated recurrent units can also be suitable for time series analysis, LSTMs have shown particular
strength in capturing long-term dependencies, handling variable-length sequences, and providing
efficient memory management.

In regression tasks, LSTM predicts a sequential value based on past observations. The LSTM
receives a sequence of inputs and uses its memory cells to store information from previous time
steps. Then, this stored information is used to make predictions for the next time step. LSTMs
can be trained using a variety of optimization algorithms, such as stochastic gradient descent, and
can be fine-tuned using techniques such as dropout and regularization to prevent overfitting. The
LSTM regressor architecture is good when dealing with time series data, where the order of the
inputs is essential. The ability of LSTMs to learn long-term dependencies in the data allows them
to capture patterns and trends that would be difficult for other models to identify.

We fitted the training data of wind and solar power (separately) into an LSTM deep learning
model. Firstly, we defined a sequential model from “keras.models”, and we added an LSTM layer
with 100 units as the first layer. We specified the input shape of this layer to be the shape of the
training data. Next, we added a dense layer with one output unit, and we compiled the model

using the mean absolute error (MAE) loss function and the Adam optimizer. We then trained
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Figure 3.6: LSTM Architecture

the model using the fit function using training data. We also passed the validation data to the fit
function for validation during training. We set the shuffle parameter to False to preserve the order
of samples during training. Finally, we have used the trained model to predict the output ¢ for the
test data using the predict function. Also, we have used the metrics in Table 3 to assess the model

performance.

3.5 Numerical Experiments

3.5.1 Wind Turbine Power Output Prediction

This section presents the result of the experiment performed using the eleven regression tech-
niques. We have used 10-fold cross-validation for training the models after transforming the train-
ing dataset into a standardized form with a mean of zero and a standard deviation of one. We
have described the process of cross-validating time series data in Section 3.3. Standardization im-
proves the performance of machine learning models by ensuring that models will be trained more
effectively and compared more fairly.

Standardizing a dataset is a common preprocessing step in machine learning, particularly for

techniques that rely on distance-based metrics or regularization. The goal of standardization is to
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Table 3.2: Performance of Linear Response Models on Wind Turbine Power Prediction

Evaluation Metric

Methods MSE RMSE MAE MAPE
Elastic Net (EN) 26223.12  162.27 120.15 0.78
Bayesian Ridge (BR) 19824.72 140.8 107.44 1.15
LASSO 19823.12 140.8 107.35 1.15
Ridge 19824.01 140.79 107.44 1.15

Linear Regresssion (LR) 19823.88 140.79 107.44 1.15

transform the features of a dataset so that they have the same scale and are centered around zero.
Usually, standardizing a dataset before training a machine learning model makes the data scale-
independent, ensuring that all features have a similar range of values, which avoids the issues that
can arise when different features have different scales. It can help the model converge faster and
reduce the risk of overfitting. Also, it can reduce the impact of outliers, which are data points that
fall far outside the range of most other data points.

Firstly, we present the evaluation metrics for linear response regression methods on wind tur-
bine power output in Table 3.2 and graphically in Figure 3.7. In Figure 3.7, the size of the errors
is shown in the bar chart on the horizontal axis with its corresponding algorithm on the vertical
axis. All the linear response methods, except Elastic Net, have similar MSE and RMSE values,
while Elastic Net has a bit larger error. Similarly, they have the same MAE and MAPE values.
Although they have poor prediction results, we presented them to show that they can not perform
well in these prediction problems (wind and solar power predictions). All the methods have almost
identical performance with significant errors. The Elastic Net one seems to be the poorest one
among them.

Figure 3.8 shows the cross-validation scores in a box-plot format for the linear response models
on the wind turbine power prediction. The negative mean squared error is used as a scoring metric.
The reason for using this scoring metric is to allow for easier comparison and ranking of different
regression techniques. It penalizes models of the regressions more heavily for larger prediction

errors, which helps to ensure that the model is not overfitting to the training data and is generalizing
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Figure 3.7: Performance of Linear Response Models on Wind Turbine Power Prediction

Table 3.3: Performance of Polynomial Response Models on Wind Turbine Power Prediction

Evaluation Metric

Methods MSE RMSE MAE MAPE
Quadratic Regression 13804.015 117.49 110.52 1.339
Cubic Regression 2262.3373 47.56 36.929 0.706

well to new data. The figure shows that all the models have the same performance except Elastic

Net, which has a large standard deviation error. This result matches the results in Table 3.2 and

Figure 3.7. We conclude that the linear response models are unsuitable for predicting wind turbine

power output.

We have also tested two polynomial-based regressions, Equations (3.5)-(3.6), on wind turbine

power prediction. We presented their evaluation metrics in Table 3.3. These results in Table 3.3 are

better than those obtained by linear response models in Table 3.2, but still not suitable, and their

errors are very high. Increasing the degree of regression yields decreases the prediction error, but

still, they have large errors.
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Figure 3.8: Cross-validation Scores of Linear Response Models on Wind Turbine Power Prediction

Figure 3.9 shows the prediction of wind power output using the simple linear regression model.
The blue line in the figure represents the actual values of the wind power, while the red line is the
predicted values. Although the model can capture the trend, the predicted values have deviated
from the actual values, as the evaluation metrics shown in Table 3.2. All the regression meth-
ods using the linear response model have almost the same poor performance as the simple linear
regression.

On the other hand, Table 3.4 and Figure 3.10 present the evaluation metrics of the decision
tree, LSTM, and ensemble methods to the wind turbine power prediction. All these methods
show more accurate results than the linear response model-based regressions. The performance

of the methods varies from one to another. The LSTM gives a better performance among all the
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Comparison Between The Real Values and The Predicted Values for The Power Curve
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Figure 3.9: Prediction of Wind Turbine Power Output Using Simple Linear Regression

methods. Since RMSE gives a relatively high weight to significant errors, it is useful when large
errors are undesirable. Thus, for this prediction problem, it is more suitable to consider RMSE as
an evaluation metric, which means that LSTM has superior performance over all the regressors,
where its RMSE is 0.915.

Figure 3.11 shows the cross-validation scores in a box-plot format for the decision tree, LSTM,
and the ensemble methods. We- have used the negative mean squared error (NMSE) as a score for
the cross-validation. By using NMSE instead of MSE, we can maximize the performance metric
we are interested in. The figure shows that all the methods have a tight and small standard deviation
of the error, while the GBM has the largest one. Among the ensemble models, the random forest
achieved better performance than the other models.

Figure 3.12 shows the prediction of power output using the XGB model. The blue line of actual
values and the red line of the predicted values almost coincide. Although the data we worked
with does not include explicit parameters for cloudy, clear sky, or rain, it does comprise several
relevant factors like wind speed, month, hour of the day, wind direction, barometric pressure,

relative humidity, and solar irradiance. These variables can still provide valuable insights into the
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Figure 3.10: Performance of Decision Trees, LSTM, and Ensemble-based Models on Wind Turbine Power
Prediction

relationship between weather patterns and the model’s performance. The same reasoning applies

to solar power predictions.

3.5.2 Solar Power Prediction

Here we present the result of the experiment on solar power prediction using the six regression
techniques. We eliminated the linear response model-based and polynomial regressions as they
perform poorly. Here, we continue examining the ensemble-based methods, decision trees, and
LSTM. We have followed the same procedure by using 10-fold cross-validation for training the
models after standardizing the dataset. Moreover, we applied the same performance metrics in
Table 3.1.

Table 3.5 and Figure 3.13 present the evaluation metrics results of the decision trees, LSTM,
and ensemble methods for solar power prediction. Here too, we found that the LSTM has superior

performance; its RMSE is 1.181.
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Comparison Between The Real Values and The Predicted Values for The Power Curve

—— Real Values
—— Predicted Values
1750

1500

1250

1000

750

500

250

2021-03 2021-05 2021-07 2021-09 2021-11 2022-01 2022-03

Figure 3.12: Prediction of Wind Turbine Power Output Using XGB
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Table 3.4: Performance of Decision Trees, LSTM, and Ensemble-based Models on Wind Turbine Power
Prediction

Evaluation Metric
Methods MSE RMSE MAE MAPE

LSTM 0911 0951 0.661 0.097
XGB  1.854 1362 0442 0.654
Bagging 1.575 1255 0.031 0.022
RF 1485 1210 0.032 0.020
DTR 1,50 1227 0.031 0.015
GBM 1859 4310 2992 7.695

Table 3.5: Performance of Decision Trees, LSTM, and Ensemble-based Models on Solar Power Prediction

Evaluation Metric
Methods MSE RMSE MAE MAPE

LSTM 1396 1.181 0.821 0.125
XGB 4533 2129 1.802 0.181
Bagging 4.103 2.026 1.743 0.175
RF 4099 2.024 1739 0.174
DTR 8223 2.867 2340 0.233
GBM 4079 2020 1741 0.175

Figure 3.14 shows the cross-validation scores in a box-plot format for the decision trees, LSTM,
and the ensemble models for solar power prediction. We used the same negative mean squared
score for the cross-validation. Figure 3.14 shows that LSTM has a small standard deviation of the
error, which is the best score, while the decision tree regressor has the largest standard deviation
of the error. Among the ensemble models, GBM has better performance than the other models.

Figure 3.15 shows the prediction of PV solar power output using XGB. The figure depicts two
lines, one in blue representing the actual power output values and another in red representing the
values predicted by XGB. It is immediately evident from the figure that the red line of predicted
values aligns closely with the blue line of actual values, indicating that XGB is able to predict
the power output accurately. The figure also highlights a period of decreased power output during
May, June, and July, which is indicated by a dip in the red line. This drop in power output is due

to the fact that these months correspond to the winter season in South Africa, where there is less
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Figure 3.15: Prediction of PV Solar Power Output Using XGB

sunlight available for the PV solar panels to generate power. This reduction in power output is
accurately reflected in the red line of the predicted values, further demonstrating the accuracy of
XGB. Overall, Figure 3.15 provides valuable insight into the performance of XGB for predicting
PV solar power output. The close alignment between the actual and predicted values, even during
periods of reduced power output, highlights the potential of the XGB model for accurate and
reliable predictions in the field of renewable energy. This information is valuable for decision-

makers and engineers working in the renewable energy industry.

3.6 Discussion

This chapter focused on modeling wind and solar power prediction using machine learning
techniques. We have used time-series data in the analysis of different models. Various machine
learning methods, ranging from linear to ensemble, deep learning (LSTM), and decision trees,
were employed to predict the response of the wind turbine and solar power output.

We started our experiment for wind turbine power prediction using linear response-based model

regressions. We utilized four evaluation metrics to assess the performance of the models by mea-
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suring the distance between the actual observations and the predicted ones. The linear response-
based and polynomial models have shown poor results with high errors. On the other hand, the
ensembles, LSTM, and decision trees have shown more accurate results. We found that the LSTM
stands as the best model for wind turbine power prediction, followed by RF. For solar power pre-
diction, LSTM outperformed the others.

The LSTM is known for its ability to handle sequential data and accurately predict future
outcomes based on previous inputs. However, the process of training the LSTM technique can
be computationally intensive and requires a longer execution time compared to other techniques.
On the other hand, ensemble methods are generally quick to execute and do not require as many
computational resources. Despite their speed, ensemble methods can still produce highly accurate
predictions. Therefore, if computational resources are limited and execution speed is a concern,
an ensemble method may be a better choice. However, if accuracy is the top priority, the LSTM
may be the way to go, even though it may take longer to execute. Ultimately, the choice between
LSTM and ensemble methods will depend on the specific requirements of the problem at hand.

Our experiments with the machine learning methods show are intelligent in that they predict
different types of input data. The machine learning methods used for time-series data for the wind
turbine and solar power output are applicable to other data elsewhere in the world. The employed
models enjoy desirable properties. They can handle a large dataset with missing data values. Also,

it does all the preprocessing to the time-series data to feed into the machine learning techniques.
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Chapter 4
Solving Two-stage Stochastic Programming with

Three-block ADMM

4.1 Introduction

In recent years, researchers have shown an increased interest in the Alternating Direction
Method of Multipliers (ADMM) [72] and its applications. The importance of ADMM arises from
its ability to decompose a large and complex optimization problem into separable subproblems,
which are solvable in alternating manners. Then, ADMM solves these subproblems parallelly and
efficiently by benefiting from the computational advances of the current computers. Because of its
simplicity and extensive applicability, countless problems in machine learning form an application
field of ADMM, where it is used as a cutting-edge solver.

The emergence of machine learning and big data applications necessitates distributed compu-
tation and storage due to large problem sizes. Boyd et al. [73] have applied ADMM on various
distributed large-scale convex optimization problems, including the Least Absolute Shrinkage and
Selection Operator (LASSO) [74], support vector machine (SVM), and sparse logistic regression.
Also, Wang et al. [75] have used ADMM to replace the stochastic gradient descent (SGD) opti-
mizer in their deep learning algorithm and showed it converges to the optimal solution.

The convergence properties and application of the classical ADMM have been reported in the
literature [73, 76, 77]. However, the performance of ADMM is strongly dependent on its penalty
parameter. Typically, the ADMM’s penalty parameter is manually selected by the user making
ADMM results inaccurate for non-expert users.

Also, Sun et al. [78] have introduced an intermediate step in the Gauss-Seidel cycle for updat-
ing the block coordinate descent for ADMM, which requires more computational time. They have

argued that the directly extended ADMM for three-block, a version of the classical ADMM devel-
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oped by adding a third variable to the objective function and the constraints, is non-convergent. We
have used the usual Gauss-Seidel approach where each variable is updated once without adding the
intermediate step in Sun et al. [78] approach; hence no extra computation step is needed. Also, we
have proved that the directly extended ADMM is convergent under some suitable assumptions in
Chapter 5. Then, we applied ADMM to the two-stage SPs with a finite number of scenarios. The
formulation is separable and dimension intensive, but the scenario-dependent variables and related
dual residuals of ADMM are executable in parallel.

We have studied the convergence analysis of the three-block formulation of ADMM, and imple-
mented it for solving the two-stage SP without any external solver. We have tested our algorithm
on a number of problems from the literature [6, 79]. Moreover, we have numerically compared
our algorithm with the state-of-art Progressive Hedging (PH) [42, 80] and ADMM algorithm with
proximal terms for two-stage stochastic programs (pADMMts) [81] in Chapter 8.

The rest of the chapter is organized as follows. Section 4.2 introduces the three-block mini-

mization problem, and in Section 4.3 we give a brief introduction to the two-stage SP.

4.2 Three-block ADMM Minimization Problem

The classic 2-block ADMM, its numerical implementation and convergence properties have
been well documented in the literature [73, 76, 77]. Sun et al. [78] have applied three-block semi-
proximal ADMM to a class of convex conic programming with several types of constraints. In
this paper, we study the three-block problem for a class of non-convex programming problems
using the directly extended ADMM and provide its convergence under some suitable assumptions
in Chapter 5.

Consider the three-block minimization problem in the form

min  f(x1) + g(x2) + h(x3), subjectto
TS 4.1)

AlIl + Agl’g + Agl’g = t,
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where f : R™ — R, g : R"™ — R are proper lower semi-continuous functions, i : R™ — R is
a linear function; t € R™, and A;, A; and Aj are in appropriate dimensions [82]. The augmented

Lagrangian for Problem (4.1) is defined as

LP(I1,$27ZL’3, ,u) L= f(xl) + g(l@) + h($3) + /LT(AlfL‘l + AQ(L’Q (4 2)

+ Agl’g — t) —|— g ||A1[L’1 —f- AQIL‘Q —I— Agl‘g — t||2 s

where p > 0 is the penalty parameter, and . is the Lagrange multiplier.

IWe included regularized terms to Problem (4.1). These terms enhance the convergence by
reducing the oscillation between progressive iterates [80, 83]. We have used the following iterative
procedure with the regularized terms to find the optimal solution to the three-block problem:

2+ = arg min (Lp($1,$]§;$§7uk) + % HCUl — x1H2> ;

1

. A 2
28T = arg min (Lp($}f+17$2,$§,ﬂk> + B HxQ — :ESH ) ,
T2

4.3)

. 2
x§+1 = arg min (Lp(x}f+17x§+l7$3aﬂk) + 9 Hx3 o xéH ) ’

3

P =t p(Ara T+ Agay T+ Agaf — 1),

where ) is a penalty parameter linked with the regularized terms. The augmented regularized term
added to each subproblem in (4.3) eliminates the need for a convex objective function [82].
Boyd et al. [73] state the necessary and sufficient optimality conditions for Problem (4.1) as

follows

Ay} + Agxly + Asay —t =0, (4.4)
0 € af(z}) + AT u*, (4.5)
0 € dg(ah) + ATy, (4.6)
0 € Oh(x}) + ALy, 4.7)
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where Equation (4.4) is the primal feasibility, and Equations (4.5)-(4.7) are dual feasibilities. Here,

Jf denotes the subdifferential set of f, see [82].

Provided that 25" minimizes L,(z{™, 25T 23, u¥), we have

0 € Oh(xh™) + AT pF + pAT(Ayab T 4 Apah ! 4 Agah ™ — 1)

= Oh(af™h) + ATkt by (4.3),

k+1 k+1

which means that z;"~ and p"" satisfy the duality condition in Equation (4.7).

k+1

In the case of x5, we have

0 € Og(ah™) + ATk + pAZ (A2 + Agah ™ 4 Azl — )

_ag( k+1)+Ag”uk+1+Slf+1’

where

k+1 _ pATAg( . xlg-ﬁ-l)’ 4.8)

is the residual for the dual feasibility.

k+1

By repeating the same steps, we find the residual associated with x7"" as
k+1 = pAT [Ag( k+1) +A3( _ xé‘f“)] ) 4.9)
At iteration k£ + 1, we denote
= AT Agrh T 4 Agab Tt 1t = % (Wt = ) (4.10)

k+1

as primal residual and sy, s5™ as dual residuals. We will see in Section 5 that all the residuals

converge to zero as k — oo.
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4.3 Two-stage SP

The two-stage SP is defined as [6]

min ¢’z 4+ E,Q(x,w), subjectto
v 4.11)

Ar=0b, x>0, ze€R™,

where ¢ € R™M, A € R™>*™_} ¢ R™, are constants and w is a random variable of a known

distribution. The term, Q(x,w), outlines the second-stage optimum value and is defined as [42]

Q(z,w) =min q(w)'y(w), subjectto

T(w)x + W (w)y(w) = h(w), (4.12)

where ¢(w) € R™, T'(w) € R™*™ W (w) € R™>*™2 h(w) € R™? encode the random variable
data.

The value of the first-stage variable, x, needs to be determined before any future revealing of
the random variable w; y is known as the second-stage decision variable, which corresponds to
the decisions after the realizations of the random variable revealed; y is also known as recourse
variable since it compensates any bad decisions that may occur at the first-stage.

When the random variable w has finitely many realizations, or scenarios S = {w1,ws. ..., ws},
with corresponding probabilities {p1, ps, ..., ps}, Problem (4.11) can be reformulated as a large
linear programming (LP) problem [84] in the form
min e+ Z piqiT Yi, subjectto
“y i=1

Az =b, (4.13)
Tix + Wy, =h;y, i=1,2,...,s,

$7yz’207 i:1727"'78a
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where w = wj; 1is i-th the scenario.

Cutting-plane methods, e.g., the L-shaped method, are used to solve (4.13) when the recourse
matrix W is not dependent on the random variable w. When the recourse matrix depends on the
random variable, a different method is needed, e.g., Progressive Hedging. We have taken a different
approach that can deal with the recourse matrix of either type. Problem (4.13) can be equivalently

restated as

S

min 'z 4+ 1(2) + Z (pigi yi + 1(3:)), subject to (4.14)
=1
Az = b, (4.15)
r—2x=0, (4.16)
yi — Ui =0, 1=1,2,...,s (4.17)
To 4+ Wiy, =h', i=1,2,...,s, (4.18)
where
0, z>0
I(z) =

400, otherwise,

1s a convex function since it is defined on a convex set [85].

The two indicator functions in (4.14) for the pairs (Z, ;) compensate for the non-negativity
condition of the variables x and y; in the constrains (4.16) and (4.17), respectively. The new
formulation in Equations (4.14)-(4.18) is considered as a three-block ADMM model. The first-
stage decision variable x is presented the first block, while the second stage decision variable y; in
the second block, and the third one for the pair (z,9;),i = 1,2,--- | s.

We present the theoretical convergence of the three-block ADMM in the following Chapter.
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4.4 Three-block ADMM for Two-Stage SP

We consider the deterministic version of the two-stage SP (4.14)-(4.18) and the notations used

thereof. We redefine the variables x1, o, and x3 of Equation (4.1) as x1 := (y;, ¥z, ,ys)Ta

Ty = (J1, 02, s, )", and x5 :=  to solve the two-stage SP as three-blocks ADMM. Corre-

spondingly, the functions will be defined as follows:

f(xl) = ZpiQiTyia
=1

g(x2) 1= 3" 1(3:) +1(2), and
=1

h(zs) : = c'x.

Furthermore, in order to make the correspondence between problem (4.14)-(4.18) and (4.1),

we define the matrices as follows:

Om178n2 0m178n2 Omhnl Aml,nl bml
Isn2,sn2 _Isng,sng Osng,nl Osng,nl Osng
Al = 7A2 = 7A3 = 7t = )
0n118n2 071178712 _Im,m Iml,nl Onl
Wsmg,sng Osmg,sng Osmg,m Tsmg,nl hsmg
where
1 1
TmQ,nl 1 h
WLoo0 0
T2 h2
mo,n1 .
Tsmg,nl = 7W3m2,sn2 = 0 t. 0 ) hsm2 = )
s
0 0 sz’m
s hs
m2,ni

where each sn, = s X n, and sm, = s X m,.

The vector of multipliers is defined as
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H = (04,6,717'" a757517"' 758)T'
In what follows, we derive the detailed steps to find the solution to Problem (4.14)-(4.18),
and then we present a step by step algorithm for the solution. Consider the following augmented

Lagrangian function

s

Ly(x, 2,y,9) =c"w + 87 (x = &) + 1(2) + > (mia vi + 7 (i — 0) + 1(3:)
=1

+a(Az = b)+ > oF (T + Wigs — hi) + £ (| Az — ] (4.19)

=1

A2 2 ~ 112
= 22+ (1T + Wiy — hall> + ly: — 9:l1%).

=1

where 8 € R", o € R™ , v, € R™,and §; € R™,i=1,2,-- ,s.

Solving V,(L, + 3 ||z — 2*||*) = 0 for 2%, yields:

. . A 2 -
V. (Lp(x,xk,yk,y’“) + B Hx — ka ) =c+B+ATa+ ZTiTéﬁ

=1

p(AT(Ax —b) + (z — %) + ZTZT(TZ:L‘ + Wiyh — hl)) + Mz —2") =0

=1
=1 i=1
T A - T
pl A A+I(1+;)+ZT1-T1- z=0,
i=1

where I € R"'*™ is identity matrix.

Since AT A and Y} | T T; are symmetric matrices, they have n; real eigenvalues and a com-

plete set of orthonormal eigenvectors [86]. Since I(1 + %) is also a symmetric matrix, it has the
same set of eigenvalues as AT A and Y7, T'T;. Therefore, the sum of these three matrices has n;
distinct non-zero eigenvalues and thus is invertible. Then, solving for x at iteration k£ + 1 give the

following equation
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-1 S
o <ATA+I (1+2 +ZTTT> (ATb‘l'ik‘l‘ZT;T(hi_Wiyf)_"
i=1 (4.20)
_—1(—)\xk +ce+ 8+ ATa+ Zil}%)) .
p

=1

Similarly, V,,, (L, + 2 |ly: — v¥]|") =0, i=1,2,--- s, yields:

(3

Vi Lo(®,2,9,9) = pigi + v + W6 + +p (W (Tia* + WiyF — h) + (yi — ?Jzk)) + Ay —yf) =0

A
— MY+ it + v+ WS+ p (W (Tia® — h) — 9%) + p (WiTWZ- +I(1+ ;)> y; = 0.

where I € R™*"2, Similarly, the matrix WiTWZ- + I(1 + %) is invertible. Then, solving for y; at

iteration k + 1 give the following equation

)\ —1
i = (WTW 10 >) (vm (he — Tia") 1§ + - (“agh+
P P (4.21)
ple_F’VZ—{_VVZT(SZ))v ’é:1727"'73'

k

And by differentiating (L, + 2 || — £*||°) and (L, + 2 G — GF ?) with respect to T, y; re-
y g (Lp pT 3 i

2

spectively yields

k ~k
AR s B+ px" + A& ol
p+A

i AY ,
yAik:-i-l:maX{fY_'—py’L—i_ yl 0} 221’2"”75‘

p+ A

The updates for the dual variables will be expressed as

6:ﬂ+p<x_i)a

a=a+p(Azx—D), 42)

Y=Y+ p (Y — Ui,

0 =0+ p(Lix+Wiyi —hy), i=12,-,s
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Algorithm 2 Solving two-stage SP using ADMM

Precondition: p; > 0, \, kyee > 0, € > 0. All the initialization to the variables 7' yz,g)}, =
1,---s, are obtained by first phase Linear Programming (LP) step, while « ,Bl, Labi =

1, .-+, s, are random variables following the standard normal distribution.
I: o' =argmin, L, (z, 2, v}, ;)
2: k<« 1
3: while True do
4: for; < 1to sdo
5: yF = argmin,, ka(ka%ka%@f)"f'%“yi_yf_1||2>
6: end for .
7. o - = max{ 5+pzx+r\x 0}
8: " = max{ TRV T %er’“y’ Hy‘ 0}, i=1,2,-- 5
9: rFt = argmin, (ka(:p,x Lyk gt 4+ 4 ||l - ka2>
10: of T o + py (AzPT —b)
11 B BE 4 py (kD — g4
12: 5k+1<—5k+pk(T:ck+1+Wyk+1 h)), i=1,---,s.
13 el e (it =g =1 s
14: ro < AxFtt —b
15: TZ<—TZEk+1—|—Wyk+1 hiy, i=1,---.s
16: SZ1 — pr(z kt1 xk)
17: 82« pp(aF — 2FH!
18: s; < pre(0F — o5 )
19: r=(ro,r1,. .. ,rs,)T , st = (s1,85,. .. ,S;,)T L st = (s3,s3,.. ., si,)T
20:
vpr, 1> pmax{s;,si}
Pr+1 = & pr/v, min{si, st} > urg
Pk otherwise,
21: If 7] <e, ||s|| < ¢ and ||s?|| < € stop; otherwise k < k + 1

22: If £ equals k4., stop; the algorithm does not converge.
23: end while
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Algorithm 2 presents the steps of the three-block ADMM for solving two-stage SP in Equa-
tions (4.14)-(4.18). An important parameter of Algorithm 2 is the penalization parameter p. The
convergence of the ADMM algorithm is highly sensitive to p; poor selection may lead to slow or
non-convergence in practical problems [87]. A variant of ADMM, residual balancing, where the
penalty parameter p; changes at each iteration as proposed by [88]. The intuition behind the adap-
tive method is to make the primal and dual residuals norms have similar magnitudes. By doing so,
the residuals will have small values at the stage of convergence. This approach makes the perfor-
mance less dependent on the initial choice of p. Superlinear convergence with p;, — oo has been
achieved by [89]. We have implemented iteration dependent adaptive p; version to three-block
ADMM similar to the one suggested in [88].

The implemented approach guaranteed convergence to all benchmark problems in optimal CPU
time. In Algorithm 2, the preconditioning step initializes penalty parameters p; and A, the max-
imum number of iterations k.., and the convergence tolerance e¢. The initialization in Line 1
provides an initial first-stage solution for the primary iterations £ > 1. We update the penalty
parameter adaptively to maintain the gap difference between the primal and dual residuals; see
Equation (4.23).

Algorithm 2 runs on deterministic initialization, in which we applied the first phase procedure
of linear programming to bring the starting point to a feasible region. Since Algorithm 2 decom-
poses the problem by scenarios, Lines 5, 8,12, 13,15, and 18 are implemented in parallel. Line 5
provides a scenario-wise solution to the second-stage variable in which all the components of the
second-stage variable are solved concurrently. The second-stage solution needs to be assembled in
one variable to find the first-stage solution, which is given in Line 9. Lines 10-13 give the updates
for the dual variables using (4.22). The primal and dual residuals of Algorithm 2 are given in Lines
14-19. The adaptive penalty parameter py; is given in Line 20.

Algorithm 2 terminates in two ways; the convergence case, where all the residuals are less

than the threshold €, Line 21, or the non-convergence case, Line 22, where the algorithm hits
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the maximum number of iterations without meeting the convergence requirements. In the non-
convergence case, the algorithm enforced to stop when it hits the maximum iterations.

The adaptive selection to the penalty parameter is given by

(

vpr, Tk > pmax{sy,s;}
Pr+1 = pr/v, min{si,s2} > ury (4.23)

Dk otherwise,

\

where v > 1, p > 1. Usually, we choose v = 2, and p© = 4. The value € = 1073 and kg = 5x 104

were used, respectively, in steps 20 and 21 of Algorithm 2.
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Chapter 5

Convergence Analysis

5.1 Introduction

The Alternating Direction Method of Multipliers (ADMM) is a popular optimization algorithm
for solving convex optimization problems with multiple constraints. The convergence of ADMM
has been studied extensively in the literature, and several convergence guarantees have been estab-
lished [73, 76, 77].

The ADMM algorithm updates the primal and dual variables of a problem alternatively, using
a penalty parameter to enforce consistency between the two sets of variables. The algorithm has
been shown to converge under various conditions, including strong convexity, smoothness, and
linear constraints.

One of the most famous convergence results for ADMM is the one for convex optimization
problems with linear constraints, which was proved by Boyd et al. [73]. The authors showed
that, under mild assumptions, ADMM converges linearly to the optimal solution of the problem.
Other convergence guarantees have been established for more general classes of problems, such
as nonconvex problems and problems with non smooth objectives by Hong et al. [90]. Also,
several papers have investigated the convergence of ADMM for nonconvex problems with various
structures, such as separable nonconvex objectives or nonconvex constraints. Hong et al. [90] have
shown that choosing a sufficiently large fixed penalty parameter makes ADMM converge. They
have not imposed any assumptions on the iterates generated by their algorithm, and they have
stated that the algorithm is applicable to ADMM variants.

Xu et al. [91] showed there is a solid relationship between Douglas-Rachford splitting [91]
and ADMM where the two methods are equivalent in their dual form. They presented an adaptive
penalty parameter selection for ADMM based on this connection, which achieves fast convergence

irrespective of the initial penalty selection. Arpén et al. [81] have implemented ADMM to the two-
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stage stochastic program (SP). They have not provided the theoretical convergence of ADMM for
two-stage SP but referred to the work of Sun et al. [78] for the convergence proof. We have taken
a different approach to establish the theoretical convergence of ADMM. Because our SP problem
class under consideration is nonconvex and nonsmooth, our convergence argument is based on
semicontinuity and the Kurdyka-Lojasiewicz condition of the objective function[82].

The rest of this chapter is structured as follows. In Section 5.2, we will start by giving an
introduction to the Kurdyka-Lojasiewicz property and present its definition. Then, we will intro-
duce the Lyapunov function and its properties. Moving on to Section 5.3, we will delve into the

mathematical proof of convergence. We will give the proof through a series of lemmas.

5.2 Preliminaries

In this chapter, we present the mathematical convergence of the three-block ADMM under
some conditions. We started by outlining definitions and lemmas that are needed throughout the
proof.

The Kurdyka-Lojasiewicz (K-L) property is a property that is related to the geometry of a
function and its gradient. It states that a semi-algebraic function with a bounded gradient must also
have a sublinear convergence rate, meaning that the distance between the function’s values and its
minimum value goes to zero at a rate slower than a linear function. It has been shown that under
some conditions, the K-L property holds for the objective functions that are minimized by ADMM
and can be used to theoretically justify the linear convergence rate of the ADMM algorithm when

applied to certain types of problems [82].

Definition 5.2.1. The function f : R™ — R has the Kurdyka-Lojasiewicz (K-L) [82] property at T,
if there exist positive constants 1 > 0,8 > 0, and a concave function ¢ : [0,1) — RY, such that

Vo € N(z,0) N {z: f(Z) < f(z) < f(Z) +n},

/

v (f(z) = f(2))dist(0,0f(x)) > 1,
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where the function ¢ has the following characteristics: (i) y is continuous on [0,n); (ii) ¢ is
smooth concave on (0,7); (iii) p(0) = 0, ¢’ (z) > 0, Vo € (0,n); dist(z, D) == inf{||z —d :
de D,x € R"}.

Since all the functions we are considering in the two-stage SP are real analytic (linear, and
indicator functions), they satisfy K-L inequality [82]. All the lemmas and theorems presented here
apply to real analytic functions.

In our context, we define a function V' : R" x R" x R™ x R™ x R™ — R by

P
V(xhx% xs, M?ZZAZ’») L= Lp<I17 I‘g,[Bg,,LL) + 5 ||l’3 - 'f3H27 (51)

e

where 7 = ,
po

A and o are constants, and '3 is the immediate prior iteration of 3.
Let V be a lower semi-continuous function with non-empty domain and V' (x) > —oo for every
x € dom V, and a; and a. are fixed positive constants. We suppose that the iterates of ADMM in

(4.3) have a Lyapunov function that verifies the following subgradient decent conditions of [92]:

(CD) V(2" < V(a*) —ay ||a* — 2k *] ? Wk € N; this means that V(-) is a Lyapunov function

that decreases in each iteration.

(C2) dist(0,0V (z")) < ag ||a* — 2FH||, VK € N.

ere exists a sub-sequence {x"i } converge to the stationary optimal point x* suc a
(C3) Th t b-seq k ge to the stationary optimal point 2* such that

Vi(xki) — V(x*) as j — oo.

In the sequel, we assume the properties (A1)-(A4) hold, where the given matrices, functions,

and parameters are subject to Equations (4.2)-(4.3):
(A1) V is a K-L function;

(A2) There is a constant o > 0, such that o ||u||* < HAgTu‘ 2 V€ R™;

(A3) The parameters are chosen such that p > %;
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(A4) All the matrices A;, A,, and A3 are bounded under Frobenius norm.

We will demonstrate that the function V' meets the conditions (C1)-(C3) once the sequence has
been generated with the iterative procedure in Equation (4.3). The proofs of Lemmas 5.3.1 and

5.3.3 are based on our choice of V in (5.1).

5.3 Mathematical Proof of Convergence

The statements of Lemmas 5.3.1 and 5.3.4 are given in [92] and [82], respectively, but we have

taken a different approach to apply them for two-stage SP.

Lemma 5.3.1. Let {xk} be a sequence that meets the conditions (C1)-(C3). If V' is a K-L function,
then the sequence {x*} converges to T. Furthermore, the sequence {x*} has a finite length, i.e.,
Soocy |[#"Ft = 2k|| < oo [Theorem 3.1, [92]]. It follows that V(&) = V(x*), where x* is the
optimal minimizer point. Moreover, the augmented function L, and Lyapunov function V' has the

same optimal value.

Proof: Condition (C1) states that the function V' is a nonincreasing function, i.e., V(mk“) <

V (2°). Also, condition (C1) and the fact V (z*) < V(2**1) yield

|4 — || < \/ Viet) = V(@) \/ A=V e (52)

ai ai

If V(z*) = V(z%), then 2" is the optimal point and the iteration will be terminated. Now, if

xF € N(x*,6) for k > 1, we claim that the following inequality holds
a
2||a"*t = 2F|| < || = 2| + a—i (p(V(2") = V(z%) — o(V (") = V(2%)),  (5.3)

where the constants a; and a, are given in the conditions (C1)-(C2). If ¢! = 2*, the in-
equality is trivial. Let us assume that 2*™1 # z*, V(2*) < V(2*). The quantity V(z*) —

V(2z*) > 0 and (C2) for 2* and 2"~ ', zF # %!, combined with K-L inequality, ' (V (z*) —
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V(x*))dist(0,0V (%) > 1, dist(0,0V (z*)) # 0, imply

/ 1 1

e (V) =V 2 graaviem 2 allt — o1 54)
Since any concave differentiable function f satisfies the inequality
fl@) = fly) = f(2)(z—y),
using this fact about the concave function combined with (C1) we have
p(V(2*) = V(@) = o(V (@) = V(2%)) 2 (V(2*) = V(2")) (V (") = V(")) 55)

>4 (V(@") = V(@) (o [l = 24]).

By combining the inequalities in (5.4) and (5.5) we have

92 (o(V (%) = V(a*)) = o(V (&) = V(a*)) |24+ — ]|

ay I

and by multiplying the both sides with ||35’“ — k! H and taking the square root we have

|l =t < V it = k1 22 (p(V (o) = V() = oV ) = V(). (5.6)

Then, by applying Young’s inequality 2/a3 < « + [ to Equation (5.6) and multiplying the
both sides by 2 we get

2 ot - ot <2y et — ot 2 V(@) = Vi) = V() = V(a))

— a * *
<ot =2+ = (e(VEh) = V@) = e(VEE) = V),
from which inequality (5.3) follows.
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Let €, > 0 such that § € (0, ¢). We assume that

ot — 2| + 2\/V(a:0) CL_1 Viz) + @w/(V(xO) —V(z")) <o, (5.7)

ai

holds, where 2° € N (z*,d) and we claim that

Vk € N,z" € N(2*,0) = 2" € N(2%,¢) where V(z*) < V(z"11). (5.8)

The intuition behind the assumption (5.7) is that if our initial starting solution is close to the optimal
solution of V'(z), the generated sequence will also remain bounded. The properties of the concave
function, ¢, also play a role in it.

We claim that 27 € N'(x*,¢) hold for j = 1,2,.... We prove this claim by induction. From

(5.2), when k£ = 0, we have

2 — || < \/ ) V), (5.9)

ai

By combining inequality (5.9) with the assumption (5.7), and using triangle inequality we have

Vi(a®) = V(¥

a

l* =" <|

<0,

il ) < o+

which concludes that ' € A(z*,6). Suppose that the claim 27 € N'(z*, ) holds for j > 1. We

will now show z/t! € N/ (z*,§). By taking the sum of (5.3) from k = 1 to j we get the following

J J J J
D2t = at = D flat =t = Do et =t D ([ =t = et =2 )
k=1 k=1 k=1 k=1
J
=Dl =t [l = 2 = et 2
k=1

< 2 (p(V(a") = V(") — o(V(@?) = V(%))

a1
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which can be written visibly as

Z a5 = 2¥[| ][ — 27| < [|2" — xOH+Z—i (o(V(z') = V(2%) — p(V (@) = V(2"))) .

(5.10)
Then by adding and subtracting each z°, 2!, .- , 27 with the term x* — 27! and using triangle
inequalities, and by (5.10) we have
[
J
< o =20 + ] = 2t + D ||l — 2 (5.11a)
k=1
j
< lo* = 2% + ||° — 2| + Z |2* — 2| + [|a7 — 27H|, (5.11b)
k=1

< lo* = 2% + 2 ]a® — || + Z—j (e(V(z') = V(") — (V(2/T) = V(z¥))) , by (5.10),

(5.11c)

< o =)+ 2\/ AL T 4 2 (o) = Vi) - V™) = V() by (59

(5.11d)
< [l — 2| + 2\/‘/(‘”0) a_l Vi) | Z—? (p(V(') = V(")) (5.11e)
< [l — 2| + 2\/‘/(‘”0) a_l Vi) | Z—j (p(V(a) = V(%)) <4, (5.11f)

where we have added the positive term, |27 — 27*1||, to the right hand side of inequality (5.11a).
Since the term ¢(V (x/*1) — V(x*)) in inequality (5.11d) is positive, so removing it will results
in (5.11e). Inequality (5.11f) follows from V (z') < V(2°), of Lyapunov function V. Thus, we

conclude that 27t € A/ (z*, §). Therefore, inequality (5.3) holds for k = j + 1, namely

2[JaUHOH — 2| < |27 - 27|+ — (@(V (@) = V(a*)) = o(V(@U M) = V(%)) .

(5.12)
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Inequality (5.10) implies

S ot < ! = o) + 2 oV ) - V) -

since the expression in bracket is positive.

Therefore, it follows that

00
Z ka’-i-l _ xk’H < 00,
k=1

which infers that the sequence {2*} converge to some Z. Then, from condition (C2) and the proven

claim 27 € N'(z*,6),7 = 1,2, - -, we conclude that dist (0,0V(z)) — 0 as k — oo and
lim kinf V(2F) =V (z) > V(2*), by lower semi-continuity. (5.13)
—00

If V(z) > V(z*), then using K-L inequality we have

!/

v (V(z) = V(2"))dist(0,0V(z)) > 1,
which contradicts the fact that dist (0,0V(z)) — 0 as k — oo. Therefore

V(z) < V(z"). (5.14)
Then, the inequalities (5.13) and (5.14) conclude that V(z) = V' (z*). Due to the convergence of

z* to 7, the regularized term ||z3 — Z3|| — 0 from where V (z*) = L,(z*) follows.

Lemma 5.3.2. For each k € N, there exists a positive constant a; > 0 such that V (**+!) <

V(wk) — ||UA]k+1 o ’uA]k k k—l).

2 ~k k ook ok
|, where w* = (2}, %, %, u¥, 2§
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Proof:

Taking partial derivative with respect to x3-subproblem in (4.3) at iteration k& + 1, yields

Vash(zi ™) + ATut + pAg (At + Aoy + Agal™ — 1)+ (5.15)

)\($’§+1 ) vxgh( k+1)+AT k+1 +)\( k+1 _$I§) —0.

Using the expressions for V,, h(z*1) and V,, h(2*) from (5.15) and using the Cauchy-Schwartz

and Young inequalities after re-arranging of terms we get

145 (" = i) = [[(Vh(a5+) = Vh(e§) + Maf™ = 2§) = Ae§ - 57|
< |(Vh(ah™) = Vh(5)|]” + A2 || (5™ — af) — (af — 25|
+ 2\ [|[VA(25T) — VRS || ||(25T! — 25) — Mah — 2571
=2 ([l = ) - (o — 25 )
< ([l = 2] + flak =57 + 2 (a5 — b1 — 257

< 2)\? (Hx'§+1 - :ng + ng — ak 1H > by Young inequality

where Vh(zFt1) — Vh(z*) = 0 because h is a linear function. Then, it follows from property

(A2) that
k+1 k|2 2)\? k+1 k1 2
et = * < =2 (b = o)+ [l — o57) (5.16)
Also, we have

(o ab b )+ 5 ok = ot < Ly (o ), (5.172)
L (e, okt ok k) 4 A kaﬂ H < L (2, o, ok, b, (5.17b)
L (a1, gkt gh+t by o A ka—i-l H < L (2 b ok b, (5.170)
L (2, 2kt ot by = (o gkt gkt by Ly e (5.17d)

P
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where the inequalities (5.17a)-(5.17¢) follow from (4.3), and the equality (5.17d) follows from
(4.2) and (4.3). By adding up (5.17a)-(5.17d), we obtain

A

L) < Ly(w*) — 2 [[ub* — ukHZ N % [ — it 2

, (5.18)

- 2
k — (koK ok k _ (ko ok ko k
where v = (27, x5, 2%), and w* = (2f, x5, x5, p*).

Dividing both sides of inequality (5.16) by p and adding up with inequality (5.18) it follows

that

2
LAwHwgLAwh_g”wH_ﬂﬂf+%%(Wgﬂ_ng+w@_x§wﬁ (5.19)

Therefore, by rearranging the terms of Equation (5.19) using 7 = 42—;, we get

V(warl) _ Lp(wk+l) i % ||xl§+1 _ xli‘fHZ

< () + 3l =4 = 5 1 = ot o -
= V(@) — 3 [l 7 [k o (5.20)
R N 1

)

< V(@) — ay [0+ — |

A

where a; € (0, 5 — 7], which is positive constant, sine % > 7, and this is due to Assumption (A3),

which states that p > %2,
g

Lemma 5.3.3 (Lemma 3, [82]). Let u* and w* respectively denote (z%, 25, x%) and (x%, 2%, 2%, 1i¥).

If the sequence {u*} is bounded, then - ||w* — Ak“”? < oo. In fact, w* is asymptotically

regular, indeed, ||w* — wk“” — 0 as k — co. Moreover, any accumulation point of {w*} is a

stationary point of the augmented Lagrangian function L,,.

Proof:

From Assumption (A2), and Equation (5.15) we have for ¢ = || Vh(z4)||
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Vi < AT < (RS + A s — 51 < e A Jab - a7

It follows that {*} is bounded since {u*} is bounded. Hence {w"*} is bounded since w"* =

(%, ok 2k p* 2571 is a combination of u* and p*. Thus, for being the iterates of lower semi-
continuous function V/, there exist a subsequence {w"/} which converges to w*; it follows that

liminf; . V(%) > V(&*). Lemma 5.3.1 showed that the function V' decreases in each itera-

tion, and thus {w"} is convergent. Taking the summation for Equation (5.20) it follows that

k
~d ~i|]2 A A A~k
a Z " =T < V(') = V(@) < V(') - V(a®),
i—1
which implies that Y2°° | [|[@#*+! — @*||* < oo; then it follows that [|@**+! — @*||* — 0as k — oc.

This implies that primal and dual residuals (4.8)-(4.10) converge to zero as k — oo.

The following lemma states that dist (0, 9V (")) goes to zero.
Lemma 5.3.4. There is a positive constant ay such that di st (0,0V (")) < a, Hwk“ w*||.

Proof: By taking the partial derivative of V' in (5.1) with respect x; and equating it with zero and

substituting p* = pr+! (Alka + Apxh Tt 4 Agghtt — t) we have

0= 0f(af™) + AT " + pAT (A2l + Apal + Agah — )
(5.21)
= Of (2y™) + AL 4 pAT Ag(ah — 25™) + pAT Ay (2 — 23™),

by adding and subtracting the term AT (uk“ — uk) to the right hand-side of Equation (5.21) yields

0=0f(ay™") + A[p! + A (" — ") +pAT Ap(ay — a3™)+

Vo V(ik+1)

pAT Ag(xf — a5™) — AT (p* — ),

where in V,, V (zy, 25T o5t 5+ ok |, =i+t We have used
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:U/k _ ,uk—&-l —p (Alxllc+1 + AQI‘S—H + A3$§+1 i t)

Replicating this step for the rest of variables respectively yields

0=0g(x5™") + AZpt + A (WM — ib) + pAT Ag(af — 25™) — AS (WM — p¥),
0 = Oh(zk+1) + AT (uk+1 _ Mk) 4 ATk AT (Mkﬂ . ’uk) 7

(5.22)

0= vuv(wk—kl) — k+1 Iuk)

0= Vg, V(@) = Maf — 257).

Adding up all the previous equations in (5.21)-(5.22) associated with each variable and apply-

ing the Frobenius norm to the both sides results in

dist(0,0V (@) < by ||af — 5| + bo ||2f — 5| + s || — 15|,

I )

where b1 = ||pAF{A2HF,b2 = p (HA?A:; + ||A§A3||F + A) and , bg = HAl”F + HAQ”F +

| Al + /l). Since the matrices A;, Ao, A3 are all bounded in Frobenius norm, implies that Ja, >
0 such that ay = max{by, by, b3} . Then, adding the appropriate norm for x’f“ and x’?f_l the

inequality holds.

Lemma 5.3.5. Suppose the sequence {w"i} generated by the iterative procedure (4.3) converge
to w*and V is lower semicontinuous, i.e. liminf; .., V(") > V(0*), then lim; o V (0F7) =

V(w*).

Proof: The proof of convergence follows directly from Lemma 5.3.1, in which the function V' sat-
isfies the conditions (C1)-(C3). We have shown in Lemmas 5.3.2-5.3.4 that VV meets all conditions

(CI)-(C3).
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Chapter 6

Optimization of Hybrid Renewable Energy

6.1 Introduction

Over the last two decades, there has been an increased tendency toward determining the opti-
mal sizing of hybrid renewable energy systems. An optimal sizing approach for a hybrid power
system is designed by Dong et al. [41]. They proposed an entirely renewable system that uses
PV, wind power, battery, and hydrogen subsystem as backup suppliers. Their goal is to design an
optimal system with lower annual costs and higher reliability. They defined the system reliability
as a function of Loss of Power Supply Probability (LPSP) [93] and concluded that a reciprocal
relationship exists between the system reliability and cost. They also stated that a system with
several backup suppliers is more reliable and efficient than a sole source; relying on one backup
source increases the possibility of getting damaged. However, they used Ant Colony Optimization
(ACO), where the number of ants was selected using a trial and error approach. Most importantly,
the solution obtained cannot be guaranteed optimal in the mathematical sense. They agreed that
the ACO algorithm did not ensure complete solution accuracy.

Another study by Zhou et al. [94] suggested a two-stage stochastic programming approach
for determining the design of a distributed energy system in a hotel. They employed the Genetic
Algorithm (GA) to find the first-stage variables and the Monte Carlo approach to address the un-
certainty of second-stage variables. A similar study by Sakalauska and Zilinskas [5] suggested
a method for solving the two-stage stochastic programming problem using a sequence of Monte
Carlo sampling estimators. However, the Monte Carlo technique requires large sample sizes to
generate an accurate solution, needing significant CPU times.

There are a variety of techniques for reliability assessment in the literature. The concept of
reliability relies on the probability of the loss of the power supply by the renewable system when

the load demand is unfulfilled. One of the methods used often in reliability assessment is called
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loss of load probability (LLP) [11], which is the failure time of the hybrid system over a horizon
of time. LLP happens when demand surpasses available producing capacity. The LPSP [11] is the
most often used metric of reliability evaluation in the literature. LPSP is the average loss of the
renewable system’s power supply divided by the total load demand of the system throughout the
specified time. A system with zero LPSP ensures that the load is always fulfilled. On the other
hand, a score of one indicates that the system never satisfied the load demand.

There are several methods for calculating the cost of a hybrid energy system. The system cost
considers the capital, operating, and maintenance expenses. One of the most common techniques
is the annualized cost of the system, which adds up the yearly costs of each part of the hybrid
system. The second technique examines the overall cost over the stipulated length of the system
and is typically used to set up project feasibility.

The hybrid renewable system solely depends on natural resources that seek to reduce the depen-
dency on fuel-based systems and thus downsizes the environmental impact. Designing an optimal
hybrid renewable energy system with a minimum cost and high reliability is required in real energy
applications. A system with high reliability is costlier even though it will satisfy the load demand
required by the operator. A system with lower reliability, and the low-cost system, may result in a
severe power shortage. The proposed optimal system should consider the trade-off between those
two crucial factors. We have achieved this by formulating the problem mathematically and solving
it deterministically and thereby ensuring optimality and accuracy.

We plan to formulate an optimization problem for a hybrid renewable system by constructing
an objective function coupled with the constraints throughout the rest of this section. The set of

conditions describes the practical restrictions of the real problem.

6.1.1 Reliability of the System

The uncertainty of the weather conditions results in fluctuating energy production, affecting
the system’s reliability. The LPSP is used as an index to estimate reliability. In the constraints,

we satisfy a certain level of reliability to meet the system demand by a specified percentage of the
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probability of LPSP. The system reliability for the time interval 7', as given in [95], is described in

terms of LPSP and expressed as

> LPS() _

LPSP = &= <
> -1 Bi(t)

a, 0<a<l, (6.1)
where LPS(t) is the loss of power supply at time ¢ and given by
LPS(t) = (Ri(t) — Py(t))

P,(t) and P,(t) are the required load and the generated power, respectively, at time ¢. The system
will be more reliable when it has a small LSP.S, a — 0, and less reliable when it is large, o« — 1.

We can write Equation (6.1) as

Y P(t)=(1—a)d R).

t=1

6.1.2 The Mathematical Model

We assume that the projected demand for electricity follows a known probability distribution.
We consider m blocks of demand for various quantities of power throughout the year. The formu-
lation of the objective function for n different renewable energy plants for m demand blocks of

generation in ¢ years is given by

n n m t
min Z crxrr + E, qkwrjykﬂw] , subject to (6.2)
k=1 k=1 j=1 I=1
Zykjlw Z (1_a)djlwa j:]-) , M, [ = 17 7t7vw (63)
k=1
Ykjlw < Tk, k=1,---,n,Vjlw (6.4)
Z crrp < b (6.5)
k=1
LTky Ykjlw Z 0>Vkaj7law (66)
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where ¢, is the capital cost per kilowatt (kW) of the power plant k, x; the capacity in kW to
build for the power plant £, b is the total allocated budget, v, the amount of electricity capacity
fully used to produce electricity by power plant k£ for demand block j in year [ under scenario w
measured in kW, d;;,, load demand in year [ at block j under scenario w in kW, « is the factor of
LPSP, gy, the operating cost of unit & under scenario w in $/kWh, and 7; is the duration of the
demand at block j in hours.

Equation (6.2) presents the objective function that determines the cost for each plant in kW ca-
pacity together with the operational cost. The constraint in Equation (6.3) represents the reliability
condition as the power generated by the hybrid system should meet a minimum level of reliability
given by a. Equation (6.4) ensures that the electricity generated by unit k£ does not exceed the total
capacity of that unit. Equation (6.5) guarantees that the capital cost does not surpass the available
budget.

We have used five modes to measure the percentage of the power generated by plants and the
amount of power shortage by the system.

The rest of this chapter is organized as follows. Section 6.2 presents a case study that applies the
mathematical model to a rural area. It covers the problem formulation and a numerical experiment
of the model. Then, Section 6.3 compares the numerical results obtained from our model with

those obtained using the three-block ADMM with Monte-Carlo Method.

6.2 Case Study: Ga-Nkoane

In this study, we analyze building a hybrid renewable energy system in the village of Ga-
Nkoana to meet the current and future load demands of electrical power. Ga-Nkoana is a sub-
urb located in Limpopo province, South Africa, at a latitude of —24.416673° and a longitude of
29.783335°. According to the 2011 SA census, there are 443 households at Ga-Nkoana. Based on
the assumption that the household growth rate is 3% per year, the logistic growth equation with a
carrying capacity of K = 10,000 [96] can be used to estimate the number of households; there

will be approximately 623 households by the year 2023.
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The renewable system is to be constructed once and used for the whole duration of the project,
20 years. We chose four renewable resources for this study, solar power, wind power, hydrogen
power, and backup batteries. We assume an initial budget of 120 thousand dollars for this con-
struction. The purpose of this case study is to find the ideal mix of these renewable plants for the
Ga-Nkoane rural area that minimizes the total capital cost and the expected operating cost over 20
years while maintaining a certain level of reliability using LPSP. The operating cost is assumed to
be stochastic due to the uncertainty in the weather condition and the fluctuating load demand.

The hourly load day for Ga-Nkoana is obtained from the Domestic Electrical Load Metering
Data (DELM) between 1994 and 2014 available in DataFirst’s secure center [97]. The climatic
data for the village is obtained from the Prediction of Worldwide Energy Resources (POWER) [98]
project from 2013 to 2020, run by NASA. The data consist of temperature at 2 meters, wind speeds
at 10 and 60-meter height, and solar irradiance. We have used the climatic data to build machine
learning models to predict the solar and wind power output in Chapter 3. We have summed up the
hourly load data for 632 residential households in Ga-Nkoana to express the monthly load profile
for the whole village.

Table 6.1 shows the average monthly load profile, solar irradiance, wind speed, and tempera-
ture. It demonstrates that the average load per year is 6.837 kW, which is minimal compared to any
city. We have noticed that the average load for all the months was almost the same, except for Jan-
uary, when it is slightly higher. We considered the yearly growth rate of the demand load to be the
same as the population growth of 3%, so we added this percentage every year to the demand load
to accommodate any uncertainty that might happen by increasing the population. Also, it presents
the average temperature, which is a crucial factor that affects the power generated by the PV cells.
Also, we notice the highest temperature degrees and solar irradiance is during the summer season
in December and January, while the lowest values are in June and July, which is the winter season.
During the months with peak temperature and solar irradiance, we expect the solar power output
to be the most productive. On the other hand, the highest wind speed is in October, and the lowest

is in May. The wind turbine is most generative during the months with high wind speed.
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Table 6.1: Monthly Average Load and Climatic Data for Ga-Nkoane

Load (kW) Solar Irradi- Wind Temperature
ance (W/m?)  Speed (C°)
(m/s)
January 8.60 377.36 3.79 23.03
February  6.42 376.77 3.57 22.67
March 6.55 365.21 3.18 21.55
April 6.91 343.62 3.11 19.20
May 6.45 303.55 2.95 16.51
June 6.68 282.99 3.39 13.67
July 7.01 284.19 3.60 13.61
August 6.87 300.19 391 16.66
September 6.80 327.52 4.39 19.99
October 6.67 351.60 4.70 21.40
November 6.15 367.99 4.34 22.67
December 6.94 380.23 3.81 23.50

The prices of power plants are determined according to their electric capacity, measured in
kilowatts (kW). Table 6.2 shows the capital cost per kW of capacity for each power plant.

Demands for electric power are described using the load duration curve, which illustrates the
relationship between generation capacity requirements and capacity utilization [99]. The load
duration curve is ordered in descending order by magnitude. The electric load for Ga-Nkoana
using the continuous load duration curve is shown in Figure 6.1, which displays the load duration
curve for 2013 for a total of 8760 hours. For example, in Figure 6.1, the load was approximately
above 5 kW for 5256 h in 2013 and above 9 kW for 1752 h.

We obtained the quantized demand set in Table 6.3 from the continuous curve, presented in
Figure 6.1, using the Mid-riser quantizer [100]. The load data range between 0.27 and 26.05
kW, and we want to quantize it using a Mid-riser quantizer with five demand blocks. The Mid-
riser quantizer divides the input range into equally sized intervals, with the thresholds between the

intervals will be at the midpoints of each interval. For our case, the intervals and thresholds are:

Interval 1: 20.22 to 26.05 kW

Threshold 1: 23.14 kW
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Interval 2: 15.86 to 20.22 kW
Threshold 2: 18.04 kW
Interval 3: 10.44 to 15.86 kW
Threshold 3: 13.15 kW
Interval 4: 5.25 to 10.44 kW
Threshold 4: 7.85 kW
Interval 5: 0.27 to 5.26 kW
Threshold 4: 2.76 kW.

Then, we measured the duration of the load demand in each interval to find the corresponding

number of hours for each block, which is given in the third column of Table 6.3.

6.2.1 Problem Formulation

We have created a hybrid renewable energy system that utilizes a two-stage SP optimization
technique to reduce the total capital and operational costs over a certain period. The two-stage
model has two types of variables: the first, known as the first-stage decision, is computed before
any information about the potential realization of the random variable in the future is revealed. The
first-stage variables define the amount of capacity in kW that needs to be built for each plant, and
it is defined by the vector x € R*. This order will be used in this section: 1. Solar; 2. Wind; 3.
Hydrogen; 4. Batteries; and the subscript notation x, x5, 3, 4 points to each type, respectively.
The capital cost is represented by the vector ¢ € R* in Table 6.2.

The second-stage variable y corresponds to the decision after the realization of the random
event, which represents the capacity needed to produce electricity at each power plant for each
demand block in each year under each scenario. The expected power demands over scenarios with

the duration of five blocks during the first year are shown in Table 6.3.
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Table 6.2: Capital Cost per kW Capacity [1], [2], [3], [4]

Plant ‘ Cost per kW in $ (cx)
Solar 3000
Wind turbine 1300
Fuel cell & Electrolyzer | 1700
Batteries 1500

Table 6.3: Expected Power Demand Data for Ga-Nkoane

Demand Block Demand (kW) (d;;) Duration (hours) (7;)

1 23.14 29
2 18.04 121
3 13.15 935
4 7.85 3134
5 2.76 4541

The second-stage decisions depend on stochastic problem data. Each possible value of the
stochastic data is called a scenario indexed by w. For this problem, there are five possibilities of
operating costs for PV (see Table 6.4) and five possible operating costs for wind turbines (see Table
6.6), for a total of w = 5 x 5 = 25 scenarios. The reason is that the probabilities of the operating
costs are independent.

The operating costs, qx.,, k= 1,---,4,and w = 1,--- 25, for different electricity sources
are given in $/kW h; see Tables 6.5, 6.4, and 6.6. The operating costs for the Fuel Cell & elec-
trolyzer and batteries will remain the same for all the scenarios. We have used the growth rate
of 3% to find the operating costs for the rest of the years. The duration in hours of each demand
block, 7;, j=1,---,5, are given in the third column in Table 6.3.

We can write the full optimization formulation as:
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Table 6.4: Probability Distribution of PV Operating Costs

Scenario ‘ Cost $/kWh ‘ Probability

1 0.0583 10%
2 0.0592 20%
3 0.0603 40%
4 0.0614 20%
5 0.0615 10%

Table 6.5: Operation Cost of Power Generation. * Solar Plant and Wind Turbine Operating Costs are
Expected Values

Plant | Cost $/kWh (g,
Solar * 0.060
Wind turbine * 0.015
Fuel cell & Electrolyzer 0.025
Backup batteries 0.150

25 4 20

4
lel}yn ; CLTy + pr Z Z QkwTjYkjlws  Subject to

=1 k=1 j=1 I=1

Zizl Lty < b, budget constraint, (6.7)
Ykjlw < T, k=1,--- 4, V), l,w capacity constraint,
Zizl Ykjlw > (1 — a)dji, Vj,1,w, demand constraint,

where d;;,, the demand load in block j and year [ under scenario w. To simplify Problem (6.7), we
can convert it into the format of Problem (4.13) by introducing appropriate slack variables. This
conversion allows us to express the budget constraints as Az = b and the capacity and demand
constraints as Tz + Wy = h. In other words, by incorporating slack variables in Problem (6.7),
we can more easily transform the inequality into equality, as expressed in Problem (4.13).

The size of these problems is enormous, and the standard linear programming (LP) solvers
might face difficulties in solving them. There are four first-stage variables and 4 x 5 x 20 x 25
second-stage variables in this problem, for a total of 10,004 variables. There is also one budget
constraint, 4 x 5 x 20 X 25 capacity constraints, and 5 x 20 x 25 demand constraints, totaling

12,501 constraints. Such a problem size presents some difficulties to many modern LP solvers.
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Table 6.6: Probability Distribution of Wind Turbine Operating Costs

Scenario | Cost $/kWh | Probability

1 0.0141 10%
2 0.0148 20%
3 0.0149 40%
4 0.0153 20%
5 0.0154 10%

Increasing the number of scenarios will lead to an explosion in the problem size, making the use

of the LP solver unrealistic.

Modes

Based on the available electricity generated by the hybrid system, the suggested system shifts
between five modes at each block. In the case study of the rural area considered in this chapter, it
is expected that wind turbines and PV solar panels will generate the bulk of power. As a result, this
will influence our choice of power generation mode. We employ these modes as a virtual controller
to monitor the percentage of the power supplied by wind turbines, PV-wind, PV-wind-batteries, and
PV-wind-batteries-fuel cells with the load demand for the entire duration of the project. We used
the final optimal solution to find the contribution of each power plant as a percentage of the power
supply.

Firstly, we examine the power generated by the wind turbine and compare it with the load; if
it can meet the load demand, it joins the first mode. If the wind power is deficient in meeting the
load demand, then the combined power of wind and PV is checked; if the combined power meets
the load, the system switches to the second mode. If the combination of wind and PV power is
insufficient to meet the load demand, then we check the battery’s state of charge (SoC) to see if
it is at a minimum level. If the battery has enough power, then the battery power is added to the
blended power, and the system switches to mode 3.

If the load is not satisfied by adding the battery power, or if the battery’s SoC falls below

the minimum level, we check the available hydrogen in the tank. If there is enough hydrogen to
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operate the FC, we add the FC power to the existing one, and the system switches to mode 4. If
there is insufficient hydrogen or the SoC of the battery is at the minimum level, we encounter a
power outage, and the system enters mode 5. The system moves to mode 5 even if all the available
resources generate power, but they can still not satisfy the demand. The transition process is shown

in Figure 6.2.

6.2.2 Numerical Experiments

This section discusses the numerical experiment of Algorithm 2 implemented to solve the two-
stage SP of the hybrid renewable energy system presented above. The computer specification that
runs the experiments has CPU Intel ® Core ™i7-7700 CPU @ 3.60GHz x8 and 15.5 GB of RAM
using MATLAB 2022b. The CPU times for all problems are given. The graphs of the residuals are
provided in the log/log scale.

We run Algorithm 2 (the algorithm for three-block ADMM) using the load data for Ga-Nkoane
with LPSP = 0.01 (defined as « in Equation (6.7)). We found that the optimal configuration of
the hybrid renewable energy system is: x1 = 20.3829kW using PVs, x5 = 9.1330 kW using wind
turbines, x3 = 12.1059kW, and z, = 10.4619 kW of batteries. This configuration of the hybrid
renewable system generates a maximum of 41.6218 kW (x; + z2 + x3) at optimal conditions. If
we assume that the battery (z4) can be charged or discharged at a constant rate of 10.4619 kW for
1 hour, then the battery has an energy capacity of 10.4619 kW hour = 10.4619 kWh. The cost of
these configurations is $109, 950 as presented in Table 6.7.

Figure 6.3 shows all the residuals of Algorithm 2, which are given by Equations (4.8)-(4.10),
are converged before or by 272 iterations on the hybrid renewable energy problem with a CPU
time of 0.1985 seconds. Figure 6.4 shows the convergence behavior of the objective function to
the optimal value.

Figure 6.5 shows the relationship between LPSP and the system cost (construction and operat-
ing costs). As depicted in the figure, a system with small LPSP values and higher system reliability

is costlier because it requires building more units of renewable sources to avoid any power outage.
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Power supplied by the renewable system

¥
yes
Yojtw = Aji Mode 1
no
yes
Yijiw T+ Y2jiw = djie Mode 2

Mode 3

Yijlw T Y2jiw + Yajiw = dji

Mode 4

Yl T Y25l + Y3l T Yajiw = dji

Mode 5

Figure 6.2: Flowchart of Transitioning between Different Modes
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Figure 6.3: Convergence Behavior of the Hybrid Optimal Power System
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Figure 6.4: Convergence Behavior of the objective function
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Table 6.7: Optimal Power Plant that Supply the Load of Ga-Nkoane

Plant Optimal decision
Solar PV 20.3829 kW
Wind Turbine 9.1330 kW
Fuel cell 12.1059 kW
Batteries 10.4619 kWh
Total Cost $ 109,950

Decreasing the tightness of reliability results in a high reduction in the cost of the system, which is

good from an economic perspective, but it might have some power outages from time to time.
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Figure 6.5: System Cost vs. LPSP

Figure 6.6 shows the barplot of the five modes of the hybrid system using LPSP = 0.01. It
depicts the changes in the system between the modes for the whole duration. From the figure,
it is clear that wind power alone does not satisfy the load demand as it appears in mode 1. Wind
power independently contributed 13.6% to the system. Hybridizing the wind and solar power, as in
mode 2, makes the system more robust and meets the demand 62.5% of the time. The batteries are

used with wind and solar power only 10.7% of the time to supply the shortage that might happen
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due to peak load demand or weather uncertainties. The utilization of hydrogen power in mode
4 contributed to the system by a noteworthy 12.9%. Additionally, we observed that the system
experienced a power outage of merely 0.4% in mode 5, as we had configured the LPSP of the

reliability to be 1% to ensure that the system maintains an impressive 99% reliability.
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Figure 6.6: Modes of the System with LPSP = 0.01

The results of this case study may be applied to the installation of a hybrid renewable energy

system in a location with comparable load data.

6.3 Comparing ADMM with Monte Carlo Method

Sakalauskas and Zilinskas [5] delved into power plant investment by employing two-stage
stochastic programming with Monte Carlo simulation. Their proposed project was for 15 years,
with a cost estimate of $10 billion to construct four power plants: gas, coal, nuclear, and hy-
dropower. The researchers utilized five independent and normally distributed demand blocks to

represent varying power consumption levels throughout the year. They reported the average and
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Table 6.9: Capital Cost per GW Capacity [5]

Plant Cost per GW in billion $
Gas Turbine 1.1
Coal 1.8
Nuclear power 4.5
Hydroelectric 9.5

standard deviation of the expected power demands in gigawatts (GWs) depending on the duration

of the blocks in Table 6.8.

Table 6.8: Expected Power Demand During the Year [5]

Demand Block Demand (GW) /i,

Standard deviation of Duration (7;)

power demands (GW) ¢

[ B VS B V)

26.0
21.5
17.3
13.9
11.1

1.3
1.1
0.9
0.7
0.6

490
730
2190
3260
2090

The price of each power plant is determined based on its electricity production capacity in

gigawatts. They displayed the investment costs for each plant, see Table 6.9. [5] stated that the

hydropower capacity does not exceed 5.0 GW due to geographical constraints in the area.

Table 6.10 shows the operating costs and the cost of purchasing electricity from a third party

for each kind of power plant in dollars per kilowatt-hour (kWh).
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Table 6.10: Operating Cost of Power Generation

Power plant type Cost $/kWh
Gas Turbine 0.0392
Coal 0.0244
Nuclear 0.0140
Hydroelectric 0.0040
External Source 0.1500

They proposed the two-stage SP formulation for the problem as follows:

kaijkjlw> , subject to

4
> crg < 10 billion,

k=1

ykjlwgl'k? k:17"'>4avj>l7w
5

Zykjlw Z djlcm Vj,k,w

k=1

x>0,y > 0.

Sakalauskas and Zilinskas [5] applied the Monte Carlo method to expected and stochastic data.
They found that the cost of the system based on expected data is $17.137 £ 0.053 billion and the
one based on stochastic data is $16.508 + 0.028 billion. Through this experiment, they argued the
importance of using uncertain data in the investment planning of power systems, which costs less

than the deterministic approach.
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Table 6.11: Optimal Power Plant Sizing Based on the Stochastic Data

Power plant Size in GW using Monte-Carlo  Size in (GW) using ADMM
Gas Turbine 4.4500 4.4497

Coal 4.3600 4.3593

Nuclear 4.6000 4.6003

Hydroelectric 5.0000 4.9995

Cost (billion $) 16.508 + 0.028 16.5037 4+ 0.023

We solved the same problem using the same data provided by Sakalauskas and Zilinskas with
three-block ADMM. ADMM approach terminated after 94 iterations in 0.0460 seconds of the
CPU time, while the Monte Carlo approach ended after 123 iterations. Although the Monte Carlo
method terminated in a moderate number of iterations, the size of the samples used by the objective
function was very large. At each iteration, the sampling objective estimator requires a 15887
sample size. The authors did not provide the CPU time for this problem, but due to the large
sample size used in the Monte Carlo method, the CPU time will be much larger than ours.

Figures 6.7 and 6.8 show the behavior of the optimal objective function and the convergence
of ADMM, respectively. Table 6.11 compares the solutions of Monte Carlo and ADMM using
stochastic data. The cost of the system using ADMM is $16.5037 + 0.023 billion, which is almost

identical to their solution. Also, the decisions of the power plants were the same.
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We have also applied the ADMM to the expected data presented by the authors in the second
column in Table 6.8, and we found that the ADMM converged at 199 iterations with 0.063319

seconds of CPU time. Figure 6.9 shows the convergence behavior of ADMM based on the expected
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Table 6.12: Optimal Power Plant Sizing Based on the Expected Data

Power plant Size in GW using Monte-Carlo  Size in GW using ADMM
Gas Turbine 1.78 1.7791
Coal 3.23 3.2286
Nuclear 4.07 4.0669
Hydroelectric 5.00 4.9937
Cost (billion $) 17.137 £ 0.053 17.2125 4+ 0.0299
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Figure 6.9: Convergence Behavior using ADMM on the Expected Data

data. We found that the cost using this data is $17.2125 + 0.0299 billion. Figure 6.10 presents the
convergence of the optimal value using ADMM. We provided the results of the two methods using

the expected data in Table 6.12.
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Chapter 7
Differential Equations Based Sizing of Renewable

Energy Systems

7.1 Introduction

This chapter introduces a new approach for sizing hybrid renewable energy systems, which
utilizes a differential equations-based model that integrates the dynamic cost. The proposed model
is designed to minimize the cost of the system using pattern search optimization.

Pattern search is a derivative-free optimization algorithm used to find the optimal values of a
bound constraints objective function with an initial starting point. The algorithm centered on the
idea of searching for a pattern of points that converge to the optimal solution. The algorithm is
beneficial for derivatives-free optimization.

The basic idea of pattern search is to start with an initial guess of the optimal solution and
then iteratively explore the search space. The algorithm uses a set of pattern points, which are
chosen based on the current search direction, and then evaluates the function at these points to
determine the next search direction. This process is repeated until the algorithm stops or one finds
a satisfactory solution [45].

One of the advantages of pattern search is that it does not require the computation of derivatives,
which makes it well-suited for functions that are difficult or expensive to differentiate, especially
for the case of our problem. Additionally, it can escape from poor solutions easily. There are vari-
ations of the pattern search algorithm. The well-known one is the Mesh Adaptive Direct Search
(MADS) method [101]. Some of the most common uses of pattern search include optimization
of engineering design problems, parameter estimation in mathematical models, and function opti-

mization in machine learning.
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In the context of renewable energy systems, pattern search optimization can determine the
optimal configuration of the system components, such as the number of solar panels, wind turbines,
or energy storage systems. The objective function, in this case, is usually to minimize the cost of
the system while satisfying constraints, such as budget limit, energy demand, and system reliability.

AlHajri et al. [102] presented a method for optimizing the extraction of solar cell parameters
using the pattern search algorithm. Their research aims to improve the accuracy of the extracted
solar cell parameters, which are crucial for optimizing the performance of photovoltaic systems.
They used a pattern search algorithm to find the optimal parameters for solar cells based on the
data collected from measurement devices. Their study showed that the pattern search algorithm
effectively extracts solar cell parameters. They highlighted the potential for using the pattern search
algorithm in optimizing photovoltaic systems to increase their efficiency and performance.

Also, Kumar et al. [103] proposed an algorithm for automatic online parameter estimation of an
Automatic Generation Control (AGC) system with the impact of wind power. Their algorithm uses
a pattern search method, which determines the optimal parameters that improve the performance
of the AGC system. They tested their algorithm and evaluated its accuracy and effectiveness. They
showed that their algorithm could effectively handle the effects of wind power on the AGC system
and improve its performance using pattern search optimization.

As renewable energy technologies continue to evolve and become more complex, pattern
search will probably be a beneficial tool for optimizing their performance and efficiency. Us-
ing pattern search optimization, engineers and energy analysts can find the most cost-effective
solution for a renewable energy system, allowing them to make informed decisions about the size
and configuration of the system components. Doing so can help to optimize the performance and
efficiency of renewable energy systems and improve their overall sustainability and profitability.

In this chapter, we propose a different modeling approach to finding the optimal configurations
of the hybrid renewable energy system. We have designed the objective function in the previous
chapter to find the optimal cost and sizes of the renewable energy system for a 20-year project,

considering population growth and the corresponding increase in demand. However, this approach
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to system sizing is based on the assumption that the population and energy demand in the area will
continue to grow over time. To accommodate this projected increase in demand, this approach will
build more power plants than initially required to run the system. This is especially true for the first
few years of the project. However, this can lead to the underutilization of resources in the short
term because some of the system’s components may remain unused. This is because the initial
load demand can be met without utilizing all the power plants that were built, resulting in higher
operational costs and a waste of resources.

To address this issue, we formulate a new objective functional where the second-stage variable
y is a function of time, and the first-stage variable x is the control variable. The performance index
is an integral (cost) for over 20 years. A differential equation-based model is then constructed
using the constrained system. However, since the variable = is scalar-valued, the conventional
optimal control method, such as Pontryagin’s Maximum Principle, is not applicable. Therefore,
we decided to use the pattern search approach. The results obtained by our formulation make sense
in that it allows incremental decisions on x. This approach involves constructing only the power
plant components that are required for the first year, followed by building other components in
the second and third years. This incremental process allows for efficient budget allocation over
multiple years rather than having the entire budget available upfront for the project’s entirety.

This dynamic approach offers several advantages. First, it allows for a more flexible and adapt-
able system, as we can adjust the components each year to meet changing demands. Second, it
results in a more cost-effective solution, as we do not waste resources on constructing plants that
are not immediately needed. Also, the total budget for the whole planned duration is not required
to be available at the beginning of the project, as only the yearly budget is needed to expand the ex-
isting renewable system based on the growing demand. Also, it enables a more sustainable energy
system, as it allows for the gradual expansion of renewable energy sources over time rather than
a sizable and potentially unsustainable increase all at upfront once, which requires maintenance

COsts.
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Despite the growing interest in the renewable energy field, to the best of our knowledge, no
research has been conducted on sizing renewable energy systems using differential equation-based
modeling. We have addressed this gap in the literature. It has the potential to provide new and
innovative solutions for optimizing the performance of renewable energy systems. In this context,
itis significant to note that the pattern search algorithm is used to find the best solutions for complex
optimization problems. By applying the dynamical approach, it can be possible to create more
accurate models for sizing renewable energy systems, as we have shown below.

The rest of this chapter is organized as follows. Section 7.2 presents a detailed description of the
optimization problem and outlines the mathematical formulation based on differential equations.
Following this, Section 7.3 delves into the numerical results and provides an in-depth discussion
of the presented methodology. Additionally, it includes a comparison of the costs obtained by the

differential equation-based model and the one found in Chapter 6 using ADMM.

7.2 Mathematical Formulation

The objective functional (performance index) in this context is used to optimize the cost and
sizes of a renewable energy system. We formulate it as an integral equation that considers the cost
of the system over time. The purpose of this objective functional is to minimize the overall cost
of the system by considering both the construction and operating costs of the renewable energy
components from the beginning of the project until year ¢.

The optimization problem is solved using two distinct techniques: pattern search and the sys-
tem of differential equations. Pattern search helps to find the minimum value of the renewable
sizes by searching for patterns in the function’s behavior. On the other hand, differential equations
are mathematical expressions that describe how the state of variables changes over time. We use a
system of differential equations to represent the dynamic of second-stage variables. By using this
method, it is possible to find the optimal solution for the renewable energy system that satisfies

both the budget and demand constraints.
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The performance index, written as an integral expression, allows for a comprehensive analysis
of the cost of the system over time. This is important because it enables the decision-makers to
make informed decisions about the size and cost of the renewable energy system by considering not
just the initial cost of construction, but also the ongoing operating costs. The budget and demand
constraints ensure that the solution found is feasible and practical, taking into account the available
resources and the energy demand of the system. The model of the problem is as follows.

We consider the second-stage variable as a function of time: y(¢). The operating cost over 20

years can now be written as
S

20
/ > puh )y (t)dt (7.1)
0 w

=1

which we minimized subject to
T,x" + Woyu(t) = hy(t), (7.2)

where y,,(t) and h(t) are vectors of appropriate dimensions under scenario w. Assuming that
we have a finite number of scenarios, where w takes the values from 1 to s. Here, 2t € R™ is
the capacity in kW to be built for the power plants at time ¢; p,, the probability associated with
scenario w; ¢, (t) € R™ is the operating cost of the power plants in $/kWh at time ¢ under
scenario w; y,,(t) € R™ the amount of electricity capacity used to produce electricity by the power
plants at time ¢ measured in kW under scenario w; h,(t) = (0,d,(t))T € R™ where 0 € R™
and d,(t)R™>~" is the load demand at time ¢ in kW under scenario w; and T;, € R™2*" and
W, € R™2*"2 are matrices ensuring the capacity and demand constraints under scenario w. Here,
the time ¢ represents a year.

The reason for ¢, () is also a function of time is that it increases by 3% annually. The same
arguments apply for the demand d,,(¢), and hence h,(t) is treated as a function of time. The value
of the control variable x is taken so that T,,a" + W,,y,,(t) = h(¢) hold V.

We now construct the following functional
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1
F(yw(t)> = 5 ||wat + Wwyw(t) - hw(t)Hz : (73)

We would like to achieve the minimum value zero of F(y,,(t)) by the following trajectory of y,,(t)

such that

Jo(t) = =V, F (1 (1))

= —WIW,yu(t) + WE(hy(t) — Tua").

(7.4)

Clearly, y,(t) is influenced by the z' used; therefore, y,,(¢) can now be treated as our state

variable. Hence, we define the following optimal controlled problem

20 s
min/ prqf(t)yw(t)dt, such that
R (7.5)

Juo (1) = =W Wasgo(t) + W (ho(t) — Toz").

The value ¢t = 0 is the beginning of the first year, and hence y,,(0) = 0 € R"2, Vw. In order to

optimize Problem (7.5), we introduced the new variable z(t) such that

2(t) = / S pod! (Fyal(r)dr

0<t<20.

Using the Fundamental Theorem of Calculus, differentiating the objective function z(¢) with re-

spect to time, we get the following differential equation
At) =) pual (tyu(t), with z(0) =0. (7.6)
w=1

Now, the objective function can be written as min, z(20). The optimization problem becomes

123



min  z(20) subject to
T

U (t) = _WwTWwyw(t) + WoT(hw(t) - wat)a
s (7.7)
0= 3 podl (B (1)

2(0) =0, y,(0)=0,Vw.

For a given z', the objective function z(20) can be evaluated by solving Problem (7.7). We have
solved (7.7) by the Euler method using time discretization by taking the step length L = 0.2. The
reason that we selected the step length is 0.2 is that we divided the year into five block demands.
Hence, t = 0 is the beginning of the first year; ¢ = 1 is the beginning of the second year, and so
on.

We now explain the component of = with an example. Assume that due to the budget restric-
tion, the entire hybrid system will have to be built over three years. This means that at ¢ = 0
(i.e., the beginning of the first year), there are four decision variables x}, z3 2} xl; att = 1 (ie.,
the beginning of the second year) there are another four decision variables, say z%, z3, ¥3, z%; and

3 .3

similarly the variables 23, 3, 23, 3 att = 2 (i.e., the beginning of the third year). Hence, the value

of z! used at each step can now be defined as follows:
Att =0untilt = 0.8, 2° = 2% = (2], 2}, 2}, 2})T € RL
Att=1luntilt = 1.8, 3' = 2%+ 2! € RY, where 2! = (2%, 23, 22, 23)T € R*.
Att=2until t = 20, 2% = &' + 2% = 2 + 2! + 2? € R, where 2? = (23,23, 23, 23)T € R%

Hence, the first component =1 + 2% + 3 of 2% means that 1 is the decision at ¢ = 0; z7 is the

decision at t = 1; x? is the decision at ¢ = 2. The same explanation applies to other components.
Implementing yearly budget constraints is critical for the successful construction of power

plants. The budget serves as a limit for constructing new power plants each year, ensuring that

the financial resources are allocated effectively and sustainably. If the construction costs for the
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power plants exceed the budget, we penalize the objective function with a penalty parameter. This
penalty is to prevent violating the budget constraints.

The purpose of the budget constraints is to minimize the objective functional while satisfying
the yearly budget limitations. We model it by selecting the maximum value between the costs
associated with the power plants and zero. In other words, if the cost is within budget and the
difference between the cost and the allocated budget for the specific year is a negative value, which
is then compared to zero, the higher between the two values is selected. This ensures that the
budget constraint is met while minimizing the objective function.

Let b' denote the available budget at year t. The objective function can now be augmented to
stay within the budget: y

min 2(20) + Z py max{c’z" — b’ 0},

t=0
where ¢ € R* is the vector of the capital cost for all renewable components.

If b' is given each year for three years, then the objective function becomes
min 2(20) + po max{c’ z° — v°, 0} + py max{c’ z' — b', 0} + py max{c’'z* — v*, 0}, (7.8)

where /19, ft1, jt are suitable penalty parameters, and z°, !, and z* are decision made att = 0, ¢ =
1, and t = 2, respectively. The allocated budget for the first year is b° = $80, 000, for the second
year b' = $25, 000, and for the thrid year is b* = $15, 000, for a total of $120, 000.

Now, we can further augment the cost function to include the minimization with respect to the

capacities need to be installed, x, in addition to the operating cost z(20):

2
min 2(20) + ¢! (2° + 2! + 2%) + Z p max{c'z" — b, 0} (7.9)
=0

For this experiment, we have used the expected operating costs in Table 6.5 for ¢(-) as the
starting point in the first year. Also, we used the demands d(-) found in Table 6.3. Here, we are

assuming that the yearly growth rate of » = 3%; then, the operating costs and demands over time
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can be expressed as a function of time through the following equations:

qu(t) =qu(t —1) (L+7)'

do,(t) =d,(t —1) (1 47)".

The equations show how the operating costs and demands change from one year to the next,

considering the yearly growth rate. The value of ¢, (¢t — 1) and d,,(t — 1) represents the operating

costs and demands, respectively, from the previous year, and (1 + )" calculates the growth factor.

Algorithm 3 presents the pseudo-code for the proposed approach.

Algorithm 3 Differential Equations-based algorithm using Pattern Search Optimization

Set the initial feasible solution z° and the positive spanning set D
Set the initial step size A, and the stopping tolerance Ay

Set the function at (7.9) to be optimized as the total cost for 20 years
Evaluate the function at the starting point x°

Set counter k£ <— 0 and 7 < 1

Solve the differential Equation (7.4) using the starting point

R e N A

while A, > Ay, do

10: Evaluate the objective function f in (7.9) at the trial point p; = (zF+A.d;) € P,
11: Set the solution of Equation (7.4) and Equation (7.6) with the new trial point p;
12: if f(p;) < f(«*) then

13: Update the current best point 2%+ < p;

14: Increase k < k + 1

15: Seti <+ 1

16: Expand the mesh by increasing Ay < 2Ag

17: else

18: Increase ¢ <7+ 1

19: if 7 > 2n then

20: Set zF+1 « F

21: Increase k <+ k£ + 1

22: Setz 1

23: Reduce the mesh by decreasing Ay 1 < %Ak

24: end if

25: end if

26: end while

27: Return the optimal solution z* = z*

Initialize the dynamical differential equations-based model with system parameters

Use the solution of Equation (7.4) to solve Equation (7.6) with system parameters

dieD
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7.3 Numerical Results and Discussion

The pattern search algorithm and the solution to the differential equations are implemented
using MATLAB 2022b. We run the numerical experiments on a computer with a Core 17 processor
and 16 GB of RAM. With this combination of hardware and software, optimization experiments
can run efficiently and effectively, producing accurate results promptly.

Table 7.1 summarizes the optimal size and cost of four types of renewable energy plants over
a period of three years: solar PV, wind turbine, batteries, and fuel cell. The size of each plant is
measured in kW, and the total size at the end of the third year is given in the last column. Starting
with the solar PV plant, the optimal size in the first year was 14 kW, while the new decision
decreased to 3.75 kW in the second year and further to 1.87 kW in the third year, resulting in a
total of 19.63 kW by the end of the third year. The same pattern can be observed for the wind
turbine and battery plants, where the optimal size decreases year over year, totaling 9.0 kW and
8.0 kW, respectively, at the end of the third year. Also, the fuel cell plant has an optimal size of 8
kW in the first year, 2.5 kW in the second year, and 1.25 kW in the third year, totaling 11.75 kW.

Table 7.1 also shows the capital cost of the plants, which decreased from $ 70,900 in the first
year to $ 21,100 in the second year and further to $ 10,550 in the third year, resulting in a total
of $ 102,550. This decrease in cost is because of the expansion of new power plants based on the
existing system instead of building the entire renewable energy system at once. On the other hand,
the operating cost in the first year was $ 5,431, while the accumulated operating cost by the second
year was $ 5,752, and $ 5,966 by the third year, as shown in Figure 7.1. The decision to expand
the system gradually is because of the yearly increase in demand, which we assumed in our case
to be 3%. Table 7.1 provides valuable insights into the size and cost of various renewable energy
plants over a period of three years. It highlights the trend of decreasing the size and cost of these
plants, reflecting the decision to expand new power plants based on the existing system.

The significant jump in operating costs from O to 0.5 years in Figure 7.1, followed by a sub-
sequent order of magnitude decrease from 0.5 to 3 years, can be attributed to the characteristics

and requirements of the renewable energy system being analyzed. Initially, during the period from
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Table 7.1: Optimal Power Plants Decision in kW Using Pattern Search and Differential Equations

Plant Ist year Decision | 2nd year Decision ‘ 3rd year Decision | Total Size
Solar PV 14 3.75 1.87 19.63
Wind Turbine 6 2.0 1.0 9.0
Batteries 5 2.0 1.0 8.0

Fuel cell 8 2.5 1.25 11.75
Capital Cost ($) 70,900 21,100 10,550 102,550
Accumulated Operating Cost ($) | 5,431 5,752 5,966 5,966
Total Cost ($) 76,331 26,852 16,516 108,516

0 to 0.5 years, there are substantial start-up and commissioning costs involved in establishing the
renewable energy system. As a result, operating costs experience a noticeable increase during this
initial phase.

However, once the system is fully operational and the start-up phase is completed, ongoing
operating costs tend to decrease significantly. This reduction can be attributed to the inherent ad-
vantages of renewable energy systems, which generally have lower operational and maintenance
costs compared to conventional energy sources. Renewable systems eliminate the need for sig-
nificant fuel expenses or frequent maintenance, as they rely on freely available primary energy
sources such as sunlight and wind. Consequently, the operating costs observed from 0.5 to 3 years
are considerably lower, often reflecting the efficiency and cost-effectiveness of renewable energy
technologies.

Figure 7.2 is a graphical representation of the operating cost z(t¢) associated with a hybrid
renewable energy system. The horizontal axis represents the years, and the vertical axis represents
z(t). The graph shows that the operating cost started at zero in year 0, where no power plants were
built at the beginning. As time goes, the operating expenses steadily increased.

As shown in Figure 7.1, the operating cost is relatively low throughout the entire period. Re-
newable energy systems typically have lower operating costs than traditional fossil fuel-based sys-
tems. Also, it is due that renewable systems require less maintenance compared to conventional

ones.
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Figure 7.1: Operating Cost Over Three Years

The finding suggests that hybrid renewable energy systems require a substantial investment at
the outset. However, over time, the ongoing expenses associated with their operation are minimal
and ultimately balance out the initial cost. This is a common characteristic of renewable energy
systems and highlights the importance of considering the life-cycle costs of energy systems when
evaluating their feasibility. Also, itis crucial to note that the costs associated with renewable energy
systems can vary greatly depending on the technology used, the location of the system, and other
factors. Therefore, it is crucial to carefully consider the costs associated with any energy system to
ensure that it is economically viable in the long run.

We want to compare the capital cost present value obtained by the differential equations-based
model and the three-block ADMM from Chapter 6. We need to determine which model provides
the lower values. This comparison will help us to make informed decisions about which model to
use in future projects.

The three-block ADMM method calculates the capital cost at the beginning of the project and
represents the present value. The total capital cost obtained by ADMM was 109, 950, see Table
6.7. Here, we will calculate the present value of the capital cost for the differential equations-based

model as follows:
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Figure 7.2: Operating Cost Over 20 Years

Ci
PV:Z(1+r)t

t=0
$21,100 $10, 550 (7.10)
=$70, 900 ’ ) :
T 003 T (1+0.032
=$101, 329,

where the data 70, 900, 21,900, and 10, 550 denote the capital cost the begining of year 1, year 2,
and year 3, respectively, and are given in Table 7.1.

The formula (7.10) discounts the future cash flows at an interest rate of 3%. A comparison
between the two costs 109,950 and 101, 329 shows that the differential equations-based model
decreases the total capital cost by 7.8%. This is a significant cost saving and could be a deciding
factor in choosing which method to use for the project. The clear and coherent presentation of
the results allows for an easy understanding of the superiority of the differential equations-based
model over the three-block ADMM method in terms of capital cost.

Figure 7.3 depicts the process by which the objective function reaches its optimal value us-
ing the pattern search algorithm. The optimal value of the objective function (Equation (7.8)) is

108,516, which is the total cost after three years. The starting point of the algorithm was a rel-
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Figure 7.3: Convergence to the Optimal Value Using Pattern Search and Differential Equations

atively high value, which suggests that the initial guess for the solution was far from the actual
optimal value. However, as the pattern search algorithm progressed, it began to search for solu-
tions, gradually reducing the value of the objective function until it finally converged to the optimal
value of 108,516.15. This convergence of the optimization algorithm indicates that the algorithm
has found the best possible solution to the problem. It is important to note that the choice of the

starting point can also impact the rate of convergence and the final solution obtained.
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Chapter 8
Applications of three-block ADMM to Benchmark

Problems

8.1 Introduction

This chapter discusses the numerical experiments of the three-block ADMM Algorithm 2 on
seven benchmarks two-stage SP problems and compares its performance with the Progressive
Hedging (PH) algorithm. Also, we discuss the convergence and CPU time of each algorithm.

The computer specification that runs the experiments has CPU Intel ® Core ™i7-7700 CPU
@ 3.60GHz x8 and 15.5 GB of RAM. All the experiments run in MATLAB 2022b. The values
e = 1073 and ky0. = 5 x 10* were used, respectively, in steps 21 and 22 of Algorithm 2. The
primal and dual residuals that appear in all the relevant figures in this chapter are given in Line 19
of Algorithm 2, where duall and dual2 denote s! and s, respectively.

Each problem is solved with an initial starting feasible solution for the first-stage variable
obtained using the phase 1 procedure of linear programming. Therefore, Algorithm 2 executes
each problem with a feasible solution. We recorded the CPU times for all the solutions to measure
the performance of each method. The residual graphs are all provided in a log-log scale.

Table 8.1 summarizes the dimensions of the tested problems in this chapter. They are all linear
SP in their first and second stages. Using Sample Average Approximation, Linderoth et al. [6]
provided lower and upper bounds for optimal solutions to the problems LandS, Gbd, Ssn, and
20term. On the other hand, the problems Assets and Phone are given in [79]. All the input data for
the problems in Table 8.1 are provided in SMPS (Stochastic Mathematical Programming System)
format for stochastic linear programs. We converted the data from SMPS to MATLAB format

".mat" using the Python package pysmps [104], which parses MPS and SMPS file formats.
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Table 8.1: Test Problem Data [6]

Name  Application Scenarios  First stage size Second stage size
LandS Electricity planning 106 (2,4) (7,12)

Assets  Asset management 3.75 x 10% (5, 8) (5,8)

Phone  Network planning 215 (1,9) (23, 93)

Gbd Aircraft allocation 6.5 x 10°  (4,17) (5,10)

Ssn Telecom network design 107 (1,89) (175 706)
20term  Vehicle assignment 1.1 x 102 (3,64) (124,764)

In Table 8.1, the data in the last two columns are given in pair (m, n), where m is the number
of rows, and n is the number of columns. The first stage size refers to the size of matrix A, and the
second stage size refers to the size of matrix W, see Equation (4.13).

Table 8.2 reports the statistical bounds for the optimal value for problems LandsS, Gbd, Ssn,
and 20term found by Linderoth et al. [6].

In this chapter, we present a set of benchmark problems that have been solved using the three-
block ADMM algorithm, with numerical results for each problem provided. The rest of this chap-
ter is organized as follows: Firstly, in Section 8.2, we discuss the electrical investment stochastic
problem to fulfill the future demand with its two variations: small-size and large-size problems.
Then, in Section 8.3, we introduce the asset management stochastic problem, which involves op-
timizing the allocation of assets in the presence of uncertainty. We present a network model for
the problem, which considers the dependencies between the different assets. In Section 8.4, we
move on to the telecommunication network planning problem, which involves optimizing the de-
sign of a telecommunication network to meet future growth. We provide a detailed description
of the problem, including the mathematical formulation and the uncertainty model. Next, in Sec-
tion 8.5, we present the aircraft allocation problem, which involves optimizing the allocation of
aircraft to different routes by maximizing revenue under stochastic demand. In Section 8.6, we
introduce the telecom network design problem by adding capacities to routes to minimize the ex-
pected number of unmet random demand requests. Section 8.7 presents the vehicle assignment

problem, which involves directing vehicles to different locations to meet the point-to-point ship-
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Table 8.2: Optimal Values for LandS, Gbd, Ssn, and 20term for Various Scenarios

Problem Scenarios 95% confidence inter-
vals
LandS 50 [225.71 4+ 0.12]
100 [225.55 4+ 0.12]
500 [225.16 4 0.12]
1000 [225.70 4 0.13]
Gbd 50 [1655.86 £ 1.34]
100 [1656.35 £+ 1.19]
500 [1654.90 £ 1.46]
1000 [1655.70 £ 1.49]
Ssn 50 [12.68 £ 0.05]
100 [11.20 £ 0.05]
500 [10.28 £ 0.04]
1000 [10.09 £ 0.03]
20term 50 [254317.96 + 19.89]
100 [254304.54 + 21.20]
500 [254320.39 4 27.36]
1000 [254341.36 + 20.32]

ments. Finally, in Section 8.8, we provide a comparison of the numerical results obtained using the
three-block ADMM algorithm and the state-of-the-art Progressive Hedging algorithm. We discuss

the strengths and weaknesses of each algorithm.

8.2 Electrical Investment Planning (LandS Problem)

8.2.1 Small Size LandS

Louveaux and Smeers [105] provided a power plant expansion model for future electricity
generation based on determining the best investment in various power plants to fulfill future de-
mand. It consists of four plants and three different demand blocks. The variable x; describes the
new capacity of power plant 7, and y;; is the production rate from plant ¢ for block j. The in-
vestment cost, generation cost and load duration are ¢ = (10,7, 16, 6)T, q = (4,4.5,3.2, 5.5)T,
and 7 = {10, 6, 1}, respectively [42]. All the variables are deterministic except the first demand

d; = w which takes the values {3, 5, 7} with the corresponding probabilities {0.3,0.4,0.3}. The
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other demands are deterministic and take the values ds = 3 and d;3 = 2. The minimum total ca-
pacity and budget constraints are given in the first-stage conditions, while the capacity restriction
for each of the four plants and the demands are in the second-stage constraints. So, the resulting

problem takes the following form:
3

min ¢’z +E, Z 7;q'y  subjectto
j=1

10!L’1 + 7ZE2 + 161’3 + 6ZL’4 S 120,

4
Sy =12,
zzl
Zyu = w,
i=1

4
Y y=diw),  j=2,3
i=1

(8.1)

x>0, y=>0.

Louveaux and Smeers [105] report the optimal first-stage solution to Problem (8.1) to be

x* = (2.666666, 4.0, 3.3333, 2.O)T ,

with the objective value of 381.853.
The objective values and residuals for the small-size LandS problem are shown in Figure 8.1

using Algorithm 2. The optimal first-stage solution was found to be

x* = (2.6664,4.0001, 3.3335, 1.9999)T,

with the optimum value of 381.67 as shown in Figure 8.1a. Figure 8.1b presents that the conver-

gence of the residuals took 73 iterations in 0.006 seconds.
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8.2.2 Large Size LandS

This problem is a modified and extended version of the one discussed in 8.2.1 presented by

[105]. The demand constraint, in this case, is given by

4
Zywzdj? j:172a3>

=1

where d;’s are given by
d;=0.04(k—-1), k=1,2,---,100, j=1,2,3,

each demand with a probability of 0.01. Demands are assumed equally independent; therefore
there are (100)® = 10° scenarios with equal probability of 107° that make the problem with large
dimension.

Figure 8.2 shows the numerical results for the large LandS problem with 500 scenarios. As
shown in Figure 8.1a, the convergent optimal value for this problem is 225.85; see Table 8.2.
Figure 8.1b shows that the algorithm 2 needs 183 iterations to converge, which takes 0.0254

seconds.

8.3 Network Model for Asset Management (Asset Problem)

The management of assets or liabilities can be expressed as a network problem. In this problem,
the assets are represented by nodes, while arcs represent the transactions. Five nodes are checking,
saving, certificate of deposit, cash, and loads [79], where costs are fixed at every stage. This
problem has a two-stage stochastic setting because the purchase or sale has deterministic costs,
while the return on investment is random.

The set of nodes is denoted by N/, the set of arcs by A, and the set terminal arcs by 7 C A.

The objective function is defined as f(v,y(s)) € C', which is a convex function under sce-
nario s € S, where v := {v;; : (i,j) € A1} € R™ and y(s) := {yi;(s) : (4,7) € A2} € R"™,

where ny = A_1 and ny, = A_2, respectively, n = ny + ny. Additionally, the deterministic
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and supply nodes are encoded in the vectors b € R™ and h € R™2*I%l, where m; = |V;| and
Mg = |N2
form [79]

, respectively. The two-stage SP formulation to asset problem is given in the following

min Z psfs(v,y(s)) subject to

seES

For the complete mathematical description, we refer to [79].

The problem has two sizes; the first has a 100 scenario, and the second has a 37, 500 scenario.
The numerical results shown in Figure 8.3 correspond to the 37,500 scenario; the 100 scenario
problem shows similar results. As shown in Figure 8.3a, the three-block ADMM algorithm con-
verges to the optimal value of —696.74, which is consistent with that reported in [79] and [106]
matches. Figure 8.3b shows residual convergence, showing that the algorithm needs 37 iterations

to converge in 0.0053 seconds.

8.4 Telecommunication Network Planning (Phone Problem)

From local telephone systems to the internet, telecommunication networks have become es-
sential to modern life. Telecommunications managers need to plan for their networks’ growth and
expansion. A good understanding of the market’s future needs and the network’s existing capa-
bilities are crucial in making these decisions. Before choosing where and how much to expand a
telecommunications network, managers must first define their goals. For example, building access
to more expensive long-distance telephone lines might offer higher returns on investment with a
reduced impact on profitability. Next, telecommunications managers must assess their existing in-
frastructure by measuring the network’s current capabilities and capital expenditures. They should

also estimate future capital requirements for equipment and maintenance budgets. After evaluat-
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ing current capabilities, network managers estimate expansion options based on cost, time, and
performance expectations.

This problem considers networks that are extremely interconnected in which several routes can
provide services to the demand of point-to-point requests. Besides, each route has one or more
direct links. The objective, therefore, is to minimize unserved requests by adding new links while
staying within the budget constraint.

The problem is expressed mathematically as

min  E,[Q(z,w)] subject to

n
ij <b, x>0,
j=1

where Q(z,w) is expressing the number of unserved requests. See[79] for a full mathematical
description.

The scenario quantity in this example is 1000. In our numerical experiments we found that
the scenarios of 50, 100, 500, 1000, and 5000 achieved the same optimal value at all sizes. Figure
8.4 shows the numerical results, where the algorithm converged in 29 iterations with 0.04 seconds
of CPU time and an optimal value of 36.99, as shown in Figure 8.4a. The convergence of the

residuals is shown in Figure 8.4b.

8.5 Aircraft Allocation (Gbd Problem)

An aircraft is the most popular mode of long-distance transportation worldwide. Airlines cal-
culate the optimal route for their planes based on variables such as fuel consumption, time, and
distance traveled. In this problem, four aircraft must be assigned to five routes to maximize the
revenue under the stochastic demand. The first-stage variable encodes how many aircraft are as-
signed to each route, while the first-stage constraints limit the possible number of aircraft of each
type. On the other hand, the second-stage variable denotes the number of transported passengers

on each of the five routes, and the random demands represent the second-stage constraints. This
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model has 646,425 possible scenarios. The full detailed mathematical model is represented by
[107].

We apply the algorithm to the gbd problem of different sizes. We choose to show the results
obtained for the mid-scale 500 scenarios since other sized show similar results. Figure 8.5 shows
the numerical experiments on the objective value and residual for the gbd problem. Figure 8.5a
displays that the algorithm converges in 0.197 seconds in 184 iterations. The optimal value for this
problem is 1649.9, which agrees with the results in the Table 8.2. Figure 8.5b demonstrates the

convergence of the residuals.

8.6 Telecom Network Design (Ssn Problem)

This problem arises in network planning with random demand presented by Sen et al. [108].
The objective is to determine by the network manager where to add the capacity to the routes to
minimize the expected number of unmet random demand requests. The request comes from a pair
of nodes in the network to allocate a prespecified bandwidth in a time frame.

Sen et al. [108] formulated the problems as follows:

min  E,[Q(z,w)] subject to
ij <b, x>0,
j=1

where z is the capacities to be added to the arc of the network, 0 is the total number of routes to be

allocated, and ()(x, w) define the total number of unserved requests and it given by

,w) 1= mi i Af <x+ec,
Q(r,w) Hfl,lsn{;S f<zxz+c

Ef+s:w, f20a32}7

where s is the vector of unsatisfied demands; the columns of A are vectors that represent the

network topology; the components of f are the number of connections between each note pair for
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each particular route; c is the vector of existing capacities; the rows of E represent the total flow of
a given route; and d is the vector of random demands. As shown in Table 8.1, this model has 107
scenario sets. For more details, see [108].

We have run Algorithm 2 on the ssn problem using different sample sizes. Figure 8.6 shows
the objective values and residuals for the ssn problem with 500 scenarios. Figure 8.6a indicates the
algorithm converges to the optimal value in 60 iterations, which take 1.445 seconds. The optimal
value we obtained for this problem is 10.54, which agrees with the results in Table 8.2 and [6].

Also, Figure 8.6b presents the convergence of the residuals.

8.7 Vehicle Assignment (20term Problem)

Mak et al. [109] addressed this problem as a model of a motor freight carrier’s operations
problem. The first-stage variables are the early-morning locations of a fleet of automobiles. The
second-stage variables direct the fleet via a network to satisfy point-to-point shipments; if these
needs are not satisfied, some penalties will be imposed, and the day will end with the same fleet
configuration as it began.

We have run Algorithm 2 on the problem using different sample sizes ranging from 50 to 1000
scenario. Figure 8.7 presents the numerical experiment for the objective values and the residuals.
Figure 8.7a shows that the algorithm took 778 iterations to converge for a 100 scenario problem.
The optimal value for this problem is 254350.01, which agrees with the result in Table 8.2 and [6].

Figure 8.7b shows the convergence of the residuals.

8.8 Numerical Comparisons and Discussion

This section discusses the numerical comparison of the three-block ADMM Algorithm 2 with
the Progressive Hedging (PH) algorithm with respect to CPU time needed for convergence, the
number of iterations, the percentage gap, and the convergence status for each problem. The numer-
ical results of this comparison are presented in Table 8.3 and Figure 8.8. Also, we have provided

a comparison of the Algorithm 2 with the pADMMLts algorithm suggested by [81] with respect to
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Table 8.3: Result Summary of the Comparison Between PH and ADMM Methods

Problem CPU Times (Seconds) Number of Iterations Termination  Percentage gap

PH ADMM PH ADMM PH ADMM PH ADMM
LandS-Small 0.01 0.006 23 25 cC C 0.168% 0.047%
LandS-Large 10.1989 0.0254 5000 183 N C 0.177% 0.13%
Asset 0.0148  0.0053 35 37 Cc C 0.12%  0.09%
Phone 1.95 0.04 13 29 c C 0.29%  0.001%
Gbd 89.56 0.0197 5000 184 N C 0.27%  0.52%
Ssn 95.4 2.7476 130 60 cC C 0.625% 0.46%
20term 174.8 1.445499 220 136 cC C 1.655% 0.017%

CPU time and the number of iterations in Table 8.4 and Figure 8.9. Here, we call Algorithm 2 as
ADMM for simplicity.

To assess the performance of ADMM and PH algorithms in terms of computational time, we
have run both algorithms using the same programming language (MATLAB) using the same com-
puter device. A direct comparison of the running time of the two methods is unfair due to the
different meanings of the stopping criteria used by the algorithms. For this reason, we have used
the following methodology: the two algorithms stop when the error (a combination of primal and
dual residuals) is less than convergence tolerance ¢ = 1073 or when they reach the maximum
number of iterations.

In Table 8.3, columns 2-5 present the results of the two algorithms. Columns 2 and 3 contain
the CPU times required for convergence; columns 4 and 5 present the number of iterations. We
have used the same maximum iteration number for both algorithms to be 5000. The symbols
N and C in columns 6 and 7 denote non-convergence and convergence cases, respectively. The

percentage gaps, columns 8 and 9, are calculated using the formula ‘QS;_Z

x 100, where ¢ is the
computed optimal value and z* the known optimal.

Table 8.3 shows that ADMM converged in all the presented problems while PH failed to con-
verge for two problems; ADMM gives excellent approximations to the optimal values. The per-
centage gap of ADMM is smaller than PH, which infers that the convergence of ADMM is superior

to PH.
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The bars in Figure 8.8 are on a logarithmic scale because of the variations between the number
of iterations and convergence time results of different problems. Figure 8.8a presents the time
that algorithms require to stop. We observe that ADMM converges faster than PH because of the
parallel implementation of ADMM. Figure 8.8b shows the number of iterations demonstrating that
ADMM outperforms PH on four problems. On the other hand, PH has less number of iterations
on the other two problems. Both methods are comparable in the number of iterations of the Asset
problem. Even though it seems that PH has a less number of iterations on two problems, it takes a
longer time to converge.

Now we assess the performance of ADMM and pADMMts in terms of computational time and
the number of iterations using the same four problems used by Arpén et al. [81]. Both algorithms
use the same concept of primal and dual residuals. For the fairness of comparison, we have used
the threshold specified by Arpén et al. for the stopping criteria, which is € = 1073,

The graphs in Figure 8.9 are also on a logarithmic scale. Figure 8.9 and Table 8.4 present
the numerical comparison between the two methods. Figure 8.9a shows the convergence time, and
Figure 8.9b displays the number of iterations. We observe that ADMM converges faster than pAD-
MMts with a smaller number of iterations in all the presented problems. Both algorithms attain the
optimal objective value for each problem by convergence, but pADMMts take a significant number
of iterations to converge.

In addition to showcasing the superior performance of the three-block ADMM over the PH
method, this research carried significant implications for hybrid system sizing. The robustness
and efficiency demonstrated by the three-block ADMM in solving optimization problems are also
leveraged, in Chapter 6, to optimize the sizing of hybrid renewable energy systems integrated with
energy storage. By utilizing ADMM'’s ability to handle complex and interconnected variables,
system designers can more accurately determine the optimal sizing of different components within
hybrid systems, considering cost, reliability, storage capacity, and load demand. The results of

this study highlight the potential of ADMM as a valuable tool for supporting decision-making
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Table 8.4: Result Summary of the Comparison Between pADMMts and ADMM Methods

CPU Times (seconds)  # of Iterations

Problem  Scenarios  \ pyivis ADMM pADMMis  ADMM

LandS 500 201 0.0254 6.3 x 103 183
Gbd 500 0.65 0.0197 1500 x 10% 184
Ssn 100 155 0.54952 10 x 10? 60

20term 100 149 1.445499 25 x 103 136

processes in hybrid system sizing, enabling the design of more efficient and cost-effective energy

solutions.

152



Chapter 9

Conclusion

We have developed a three-block ADMM method to solve two-stage stochastic programming
(SP) problems with finite scenarios. We have implemented the proposed algorithm to obtain the
optimal hybrid renewable energy system using stochastic data derived from fluctuating load de-
mands. The unpredictability of load demands is determined by the consumers’ needs, which vary
from one season to another and change during the day. Also, we have applied the model to seven
benchmark problems from the literature, and we found that it always converges to the optimal
solution reported for each problem. Our proposed three-block ADMM method has a parallel im-
plementation, which provides faster computational time for large-sized problems.

We have proved that the proposed three-block ADMM algorithm always converges to the opti-
mal solution with faster CPU time. We have established the theoretical convergence of the iterative
three-block ADMM to the optimal solution of the two-stage stochastic programming problem. We
have then implemented the method to the three-block formulation of the problem where its decom-
posable structure has been fully exploited in solving large-size problems. Numerical investigations
of the algorithm using seven benchmark problems have justified the theoretical convergence of the
proposed algorithm.

We have shown that the adaptive penalty parameter for the augmented lagrangian generates
an accurate solution and always leads to convergence regardless of the initial choice. Also, we
have compared the performance of three-block ADMM with the state-of-art Progressive Hedging
(PH) algorithm using the probability of success in obtaining the optimal solution, the accuracy
of the solution obtained, and the CPU times. The numerical experiments have shown that the
three-block ADMM achieves a better convergence time than PH for all tested problems, but it
might take more iterations for some problems. On the other hand, PH takes longer times but less
number of iterations. It is because it calls the Linear Programming (LP) solver at each iteration,

which requires more time to handle large-size problems. Also, we have compared ADMM and
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pADMMLts in terms of the number of iterations and the CPU times. The comparison has shown
that ADMM outperforms pADMMts.

We have designed an optimal sizing model for a proposed hybrid renewable energy system that
will last for 20 years. Since we aim to reduce the environmental impact caused by conventional
power generators, the proposed model is entirely renewable that uses solar, wind, hydrogen, and
batteries. We have chosen the rural area Ga-Nkoane, Limpopo, South Africa, as a case study to
apply our proposed model. The proposed algorithm blends all the available information to find
the optimal configuration of renewable sources. It allows the user to specify the minimum and
the maximum number of renewable plants. Since renewable systems depend solely on weather
conditions, which might affect the system’s reliability, we used the LPSP to regulate the reliability
percentage. The LPSP controls the portion of power outages in the system.

The reliability of an energy system is strongly related to the system’s energy storage capacity.
In finding the optimal sizing of an energy system, it is possible to assign a higher weight to the
reliability factor. When doing so, the optimization algorithm will prioritize the fulfillment of hav-
ing a more reliable system. As a result, the algorithm will naturally adjust the sizing of the energy
storage and renewable energy production components, ensuring they are adequately scaled to meet
reliability requirements. This approach guarantees that the energy system can effectively handle
variations in renewable energy generation and fluctuations in energy demand, ultimately leading
to increased overall reliability. Therefore, in the optimization process, giving greater weight to
reliability automatically drives the system towards larger storage and renewable production sizes,
solidifying the reliability of the energy system.

Also, we have compared the optimal results produced by the ADMM to the Monte Carlo al-
gorithms in Sakalauskas and Zilinskas’s study [5]. We have found that the results are comparable,
which proves the correctness of the algorithm alongside the mathematical convergence proof.

This study is beneficial in setting up a hybrid renewable energy system in areas with similar
load demand to Ga-Nkoane. The proposed sizing algorithm is implementable in any location where

load demand and weather data are available. It is important to note that the model’s comparison
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and verification process primarily relied on a single real hybrid renewable system. However, it has
also been validated using various benchmark problems from the literature. An intriguing direction
for further research would involve analyzing the application of this algorithm to renewable energy
systems with grid-connected power and conventional methods.

The previous approach of designing the lifetime project for the optimal configuration of the
hybrid renewable energy system using three-block ADMM has the issue of unused components.
That is because the entire system is built at the beginning of the project. We have proposed a new
novel optimization approach to overcome this issue using a differential equations-based model.
This approach solves the problem by determining the optimal cost and size of the renewable com-
ponents annually based on the current demand. This approach makes it possible to build only the
necessary components to meet the current demand reducing the cost and making the system more
efficient. Furthermore, the total budget for the whole planned duration is not required to be avail-
able at the beginning of the project. The new procedure is more practical and feasible, considering
the dynamic changes in demand and population growth. On the other hand, it is more costly to
build the entire system upfront, which may not be fully used at the beginning of the project.

The results show that the optimal size and cost of the plants decrease year over year, reflecting
the decision to expand new power plants based on the gradually expanding system. The differen-
tial equations-based model is superior in terms of capital cost when compared to the three-block
ADMM approach. In our numerical experiments, we have found the differential equations-based
model has decreased the total capital cost for the renewable components by 7.8%. It could be
a significant deciding factor in choosing which method to use for long-term projects. Moreover,
given that we conducted the comparison using only one real example, it is natural to extend the
comparison to encompass multiple cases, considering various scenarios and variables that could
influence the outcomes.

Furthermore, the differential equation-based model incorporates the cumulative PV area over
three-year intervals. As a result, it generates a lower PV output during the initial two years com-

pared to the ADMM approach. This is because the differential equation-based model optimally
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decides the necessary components gradually, based on the load demand, rather than sizing the
entire project lifespan all at once.

One limitation of the differential equations-based model is solved using a pattern search op-
timization algorithm. This algorithm proves beneficial as it does not rely on derivatives for opti-
mization, making it suitable for scenarios where derivative information is unavailable or difficult
to compute. However, it is important to note that as the size of the decision variables increases, the
search space of the algorithm also expands accordingly. Consequently, the algorithm may require
more time to converge due to the increased complexity of exploring a larger solution space.

Also, we modeled the power curve and solar power prediction using machine learning proce-
dures. We have used time-series data in the analysis of different models. We found that linear
models produce poor results, which makes them unreliable for these predictions. The ensembles,
LSTM, and regression trees show more accurate results than the parametric models considered.
We have found that the LSTM is the best model for the power curve and solar power predictions
among the tested procedures. This analysis provides insights for applying machine learning in time
series forecasting and provides accurate models for predicting wind turbine power curves and solar
power output. The machine learning models used for time-series data for the wind turbine power
curve and solar power output are applicable to other data elsewhere in the world.

Our future research will focus on integrating the ADMM with multi-stage stochastic program-
ming (MSP) to solve complex optimization problems. MSP is a powerful optimization method
that models and solves problems with multiple stages with uncertain variables. However, MSP can
be computationally intensive and may struggle to find the optimal solution in a reasonable amount
of time, especially for large-scale problems. The application of ADMM to MSP problems aims
to address these limitations by combining the strengths of both methods. ADMM is a fast and
efficient optimization method that allows parallel computing, which can be used to solve large-
scale problems, making it an ideal candidate for the optimization of MSP problems. Our future
research will explore the use of ADMM to enhance the performance of MSP, particularly in terms

of computation time and solution quality.
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In addition, our future research will also focus on developing novel algorithms for solving MSP
problems. These algorithms will be designed to consider the unique characteristics of MSP prob-
lems, such as the presence of multiple stages, uncertainty, and interstage dependencies. By devel-
oping these algorithms, we aim to make MSP more accessible and beneficial for solving complex
optimization problems in various fields, including energy systems, finance, and transportation.

Overall, our future research on the application of ADMM to MSP problems promises to have
a significant impact by providing a more efficient and effective approach for solving complex
optimization problems with multiple stages and uncertain variables. Also, the advancements in in-
tegrating ADMM with MSP will have profound implications for hybrid renewable energy system
sizing and optimization. The integration of these mathematical developments might offer a trans-
formative approach to address the challenges faced in this domain. By leveraging the strengths
of both ADMM and MSP, our future research aims to significantly improve the efficiency and

effectiveness of hybrid renewable energy system optimization.
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