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Abstract

This thesis applies operational research methods for the investment planning of
energy systems under uncertainty for the energy transition. We develop new models
and solution methods.

On the modelling side, we first focus on modelling hydrogen-based offshore energy
hubs in an offshore energy system. A mixed-integer linear program is developed for the
investment planning of offshore energy systems with offshore energy hubs. The model
is then extended to (1) planning under uncertainty using a multi-horizon stochastic
programming approach and (2) including the European onshore and offshore energy
systems. Finally, some major extensions are made to the model, which lead to the
REORIENT model. The REORIENT model is a multi-horizon mixed-integer linear
stochastic programming model for integrated investment, retrofit, and abandonment
planning of energy systems under short-term and long-term uncertainty. This is the
first model that integrates different alternatives and investigates the role of existing
energy infrastructure in the energy transition. The REORIENT model features
the main modelling contributions in this thesis. In addition, we also extend the
modelling of an existing model, EMPIRE, which is a stochastic linear program for
the European power system investment planning, by including the modelling of the
heat and industry sectors with a strong focus on endogenous decisions regarding
decarbonising industry, hydrogen and carbon capture and storage.

Due to the increasing complexity of the models, we contribute to the solution
methods. The main idea is to develop algorithms that exploit the special structure of
multi-horizon stochastic programming. However, the algorithms developed can also
be applied in general multi-stage stochastic programming problems. We develop novel
enhanced Benders decomposition and Lagrangean decomposition algorithms. The
enhanced Benders decomposition utilises adaptive oracles. In addition, we propose to
stabilise the adaptive Benders decomposition with (1) a novel dynamic level method
and (2) a novel centre point strategy. We also propose parallelised Lagrangean
decomposition with primal reduction. The Lagrangean scenario subproblems are
solved in parallel, and the primal problem is reduced based on the special structure of
multi-horizon stochastic programming and solved in parallel. We apply the proposed
algorithms to solve the REORIENT model and its variations and compare them
with standard Benders, unstabilised adaptive Benders, and standard Lagrangean
decomposition.

The proposed models and algorithms contribute to operational research and
provide useful insights for the energy transition.
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Chapter 1
Introduction

Limiting global warming by 1.5 °C above pre-industrial levels is one of the most
important tasks for human beings for the next decades. Decarbonising the energy
systems worldwide is important to meet the climate target. The European Union
(EU) is a pioneer in the energy transition, and the EU has set an ambitious target
to become the first carbon-neutral continent by 2050. Renewable power generation
and clean energy carriers are expected to be the pillars of a decarbonised energy
system. However, fossil-based energy is still important for many years in the energy
transition, especially considering the ever-changing energy reality in Europe. Also,
highly valued existing fossil-based energy infrastructures may play an important role
in the energy transition. Norway, one of the biggest energy exporters in Europe, has
a unique position in the energy transition. On the one hand, it has a mature existing
energy infrastructure that transports energy to European countries. On the other
hand, it has huge potential for large-scale deployment of clean technologies such as
offshore wind, offshore energy hubs and carbon capture and storage. Therefore, in
this thesis, we approach the European energy transition problem by first studying the
Norwegian offshore energy system and expanding the scope to analyse the European
energy system and provide global insights.

The energy transition requires careful planning to be cost efficient, while
satisfying physical laws and environmental restrictions. Mathematical programming,
a theoretical tool for operational research, minimises or maximises a certain objective
subject to some constraints. It has been widely used for energy system planning
problems. In addition, dealing with uncertainty has become important in modelling
energy system planning problems. For an investment planning problem, long-term
and short-term uncertainty can significantly impact investment decisions. Stochastic
programming, a part of mathematical programming, deals with optimisation under
uncertainty. In this PhD thesis, we apply Multi-Horizon Stochastic Programming
(MHSP) and develop corresponding solution methods for energy system investment
planning problems.

This line of research and applications forms the basis of this PhD thesis, situated
within the broader mission of the LowEmission Research Centre. The centre is
dedicated to developing technologies and knowledge to reduce Norwegian offshore
emissions, focusing primarily on the emissions from the oil and gas industry. This
thesis is written under the PhD program in the Department of Industrial Economics
and Technology Management at the Norwegian University of Science and Technology.
This PhD project aims to contribute to academic theory and methods and their
applications in industry.

In this PhD project, we (1) develop investment planning models for energy
systems considering Offshore Energy Hubs (OEHs) and analyse the role of OEHs in
the Norwegian offshore energy system and the European energy system, (2) develop
an integrated investment, retrofit and abandonment planning model to analyse the
role of existing energy infrastructure in the energy transition, (3) include uncertainty

1



1. Introduction

in both long-term and short-term time horizons in a long-term planning problem, (4)
develop decomposition methods for solving large-scale multi-stage stochastic Linear
Programming (LP) and Mixed-Integer Linear Programming (MILP) problems.

The research work of this thesis has led to six papers. The first paper in this
thesis considers the investment planning of the Norwegian offshore energy system
with OEHs (Zhang et al., [2022c¢). The second paper extends the work in the
first paper by including short-term uncertainty and expanding the system to the
European energy system (Zhang et al., [2022b)). The problem size increases, and
hence the computational burden, which motivates us to develop effective algorithms.
The third paper focuses on developing and applying dynamic stabilised adaptive
Benders decomposition for investment planning problems (Zhang et al. [2022a).
The fourth paper targets a new model REORIENT, and an enhanced Benders
decomposition algorithm to solve the model (Zhang et al.| 2023a). The fifth paper
further investigates the special structure of MHSP, formalises the decomposition
algorithms that utilise the structure of MHSP, and develops a parallelised Lagrangean
decomposition algorithm (Zhang et al.|[2023b). The sixth paper focuses on modelling
heat and industry sectors in an investment planning model EMPIRE and analysing
the European energy transition without Russian gas (Durakovic et al.| [2024]).

The structure of this thesis is as follows. Chapter [2| places the papers presented in
this thesis into context. It provides background on energy systems planning and the
methods used in this thesis, including MHSP, Benders decomposition, stabilisation
methods, and Lagrangean decomposition. We provide an overview of relevant
literature, place the conducted research in this scientific landscape and elaborate on
some of the methods. In Chapter [3, we summarise each paper in this thesis. For
each paper, we present the contributions to research and to industry, and specify
the individual contributions of each author. Finally, general conclusions based on
the research are given in Chapter {4} as well as suggested further work. The papers
presenting the actual research are included in the second part of the thesis.




Chapter 2
Background and literature

This chapter places the content of this thesis into the work in the research field and
explains how this thesis extends the existing literature. Section provides general
background and literature on energy system planning. Then additional literature is
provided on energy hubs, hydrogen systems, retrofit and abandonment of existing
energy infrastructure to highlight our contributions. Section [2.4] presents the relevant
research on methodologies, including MHSP, Benders decomposition, stabilisation
methods and Lagrangean decomposition.

2.1 Energy system planning

This section gives an overview of operational research in energy system planning.
The main methodologies in energy system modelling are divided into top-down and
bottom-up categories. Top-down energy models try to depict the economy as a whole
on a national or higher level to answer the aggregated effects of energy policies in
monetary units. Bottom-up energy system models represent the partial equilibrium
or optimisation of a part of the energy sector. In this thesis, we have focused on
the bottom-up modelling of energy systems. Typically, energy system planning
problems deal with (1) operational optimisation of existing systems, (2) finding
optimal investment decisions for a new system or expansion of an existing system,
and (3) finding optimal investment decisions and optimal operational decisions
according to the investment decisions. Due to the higher penetration of intermittent
renewable energies in the energy system and uncertain long-term parameters such
as CO, price, it becomes essential to manage short-term and long-term uncertainty
in energy system planning.

Electric power, natural gas, and thermal systems optimisation have been
extensively studied. Sector coupling and multi-carrier energy system optimisations
are drawing more attention. The concept of energy hubs is emerging to enable
the condition, conversion and storage of multiple energy carriers. In addition to
traditional energy carriers, hydrogen can be a pivotal energy carrier in the future,
and hydrogen system optimisation is a field of increasing interest. The market
assumption of the models for energy system planning is important to understand the
results. In the following, we present a brief literature review on the aforementioned
topics.

2.1.1 Power system

In this section, we provide a literature review of operational research in power system
research. We focus on the literature on capacity expansion, power system scheduling
and the penetration of renewable power in power systems. A comprehensive review
was presented in |Gacitua et al.| (2018).




2. Background and literature

Optimisation models have long been used for power system generation and
transmission investment planning. An enormous amount of models have been
developed in the past decades. Giving a comprehensive literature review is beyond
the scope of the section. However, the models can roughly be categorised based on:
(1) spatial representation, (2) temporal representation, (3) network flow modelling,
(4) operational details of technologies and (5) uncertainty modelling. In the following,
we present some literature on models in these categories and compare the model
developed in this thesis with other models.

The spatial resolution of a power system investment planning model can be high
or low depending on the specific problems. This is mainly due to the tractability of
a model. [Skar et al| (2016) studied the European power system capacity expansion
under short-term uncertainty and proposed the EMPIRE model. Each EU country
was represented by a node in the optimisation model, and Norway was represented by
5 nodes. Many other models used similar spatial resolution (Deane et al.;[2017). This
may be sufficient for the problem considering such a large-scale system.
firstly used the EMPIRE model to obtain the country level investment
decisions and then disaggregated the capacity within the country electric buses to
provide input to an operational model with higher spatial resolution. [Lara et al.
divided the area of scope into regions that have similar climate and load
profiles. In addition, the generators and storage units with similar characterises were
aggregated in each region. Using this, the Texas region, ERCOT, was represented
by five nodes in an optimisation model. However, the length limit of an electricity
transmission line was not considered in the spatial aggregation. In our paper
, we use a k-means cluster approach that considers the transmission
line limit. It is important because, in each aggregated region, it should be feasible
to transmit electricity. We also adopt the approach in [Skar et al. (2016) and [Lara/
for regions that require less resolution. In this way, we achieve a better
balance between spatial resolution and computational tractability.

Temporal representation includes the representations of two time horizons: the
investment time horizon and the operational time horizon. In the investment time
horizon, there are one-time investments and multi-period investments. The one-time
investment problem is also referred to as a greenfield problem. For the investment
time horizon with multiple periods, a yearly resolution was used meaning that the
investment decisions are made yearly in a model. Models such as COMPETES
Ozdemir et al., [2016), DSIM (Strbac et al.,[2012)) and the model in
2019) have a yearly resolution. However, a lower resolution was used to make the
model tractable (Skar et al., |[2016). In this thesis, we use a 5-yearly investment
resolution to reduce the model size.

The temporal representation of the operational time horizon is important because
it can directly affect the feasibility of investment decisions. If the operational time
horizon is poorly modelled, the investment decisions from the model can be infeasible
or cannot deliver enough power in the real world. Normally, the operational resolution
for an investment planning model is hourly (Munoz et al., [2014) or even multi-hourly
(Jachnert et al., [2013) to reduce the problem size. In addition, the model is usually
run on some selected time slices instead of every time period in a whole year such as
in Backe et al. (2022a). This is a compromise to keep the model tractable. However,
there is a risk of missing some operational conditions in some operational periods.
It is very difficult to include a whole year of system operation and still be able to
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solve the model. To the best of our knowledge, there is no literature on solving a
long-term multi-step power system investment planning problem with an annual
system operation with an hourly operational time resolution. In this thesis, we close
the research gap by developing models with a whole year half-hourly operational
time resolution and proposing novel decomposition algorithms to solve huge-scale
models very efficiently (Zhang et al.| [2022al).

The modelling of electricity networks can be divided into Alternating Current
(AC) power flow, Direct Current (DC) power flow and transport approaches. AC
optimal power flow takes both real and reactive power, and phase angles between
them into consideration. This keeps all the physics but leads to nonlinear optimisation
models. Due to the computational difficulty, much fewer studies have used AC power
flow in investment planning problems than the other two approaches.
2016) formulated an AC power flow capacity expansion model but could
not solve it. |Alguacil et al. (2003) proposed a mixed-integer linear formulation to
approximate the original nonlinear nonconvex problem. As can be seen, it is very
challenging to solve an AC power flow model. DC power flow ignores reactive power
and phase angles and focuses on the real power. This simplification can be used at
the expense of approximating the physics of the electricity transmission, but with
the great advantage that it leads to a linear formulation. It has been used in [Li
let al. (2022); |Chaudry et al.| (2008); [Zlotnik et al.| (2017). The transport model for
electricity network expansion is a more common approach in the literature, including
the EMPIRE model (Backe et al. 2022a), COMPETES (Ozdemir et al., [2016) and
DSIM (Strbac et al. [2012). In this thesis, improving the modelling of the electricity
network is not the focus. Therefore, we adopt the transport modelling approach.

Managing uncertainty in a capacity expansion problem is necessary for modern
power system investment planning. It is because: (1) operational condition is
highly uncertain with the increasing penetration of intermittent renewable power,
and (2) long-term uncertainty such as policy, and power demand have a significant
impact on the investment decisions. Stochastic optimisation models can capture
uncertainty in key parameters that may significantly affect investment decisions.
[Munoz et al.| (2016) modelled a multi-area transmission and generation planning
in an MILP model and extended the model to stochastic programming by using
expected-value constraints to enforce policy objectives. In [Singh et al.| (2009), a
multi-stage stochastic MILP model was proposed for capacity planning problems, and
a case study was demonstrated for the New Zealand electricity distribution network
expansion under demand uncertainty. MILP has been widely used for investment
planning problems because integer or binary variables are needed to capture the
economic scale. However, one challenge in MILP models is their computational
difficulty, especially when the model is stochastic. Managing uncertainty is relevant
to the power system expansion problem and the capacity expansion problem in
general. Therefore, we will provide a more systematic literature review in Section
217

In power system operational optimisation problems, many challenges are similar
to those in investment planning problems. For example, in power system operational
optimisation, the unit commitment problem is fundamental (Anjos & Conejo, [2017).
It is designed to find the cost-optimal scheduling of each generating unit to meet the
electricity demand. Unit commitment has been used for hydro-thermal generation
scheduling since the generators are controllable. Unit commitment has been used
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to model the power system part of several energy system models such as IMAKUS
model (Heilek et al., [2015)), Dispa-SET model (Kavvadias et al., 2018), Oemof model
(Hilpert et al.,[2018), and the model developed in [Li et al.| (2008). Unit commitment
problems can be modelled as mixed-integer optimisation problems. However, as
volatile renewables have a higher penetration in the system, stochastic optimisation
models for unit commitment have drawn increased interest. [Schulze et al. (2017)
developed a stabilised scenario decomposition algorithm with novel primal and
dual initialisation techniques to solve two-stage and multi-stage unit commitment
models. Hydro-electric unit commitment subject to uncertain demand was studied
in [Philpott et al. (2000), and the inflow uncertainty in hydropower unit commitment
was studied in [Séguin et al. (2017). Modelling the physics of an electricity network
in an operational problem is more important than that in an investment planning
problem. AC power flow is more commonly used in operational optimisation problems.
However, solving the AC power flow problem is still challenging. Therefore, solution
methods for the AC power flow problem have been an active research area. AC
power flow was used to represent the electricity network, and the equations were
linearised and solved using Newton’s method (Martinez-Mares & Fuerte-Esquivel,
2012). A piecewise linear approximation of AC power flow was developed (Trodden
et al., |[2014). Spatial and temporal hierarchical decomposition methods for optimal

power flow problems were developed 2022)).

2.1.2 Natural gas system

The infrastructure design of natural gas systems is crucial. Two important parts of
developing a natural gas system are the development of fields and the design of the
transmission system.

Norway was the third largest natural gas exporter and has the largest offshore
pipeline network in the world. This motivated much research in the investment and
operational optimisation of the Norwegian natural gas system. Due to Norway’s
significant role in the natural gas industry, the research has provided global insights.

A deterministic MILP was developed for natural gas infrastructure analysis for
the Norwegian continental shelf (Hellemo et al., [2012). The model handled strategic
decisions including developing new fields, and constructing and redesigning the
infrastructure with operational details such as the relationship between pressure and
flow and gas quality. The model was deterministic but was extended to a multi-stage
stochastic optimisation model, Ramona. The Ramona model has then been used for
the stochastic analysis of the investment planning of the Norwegian continental shelf
(Hellemo et al., 2013). [Hellemo et al. (2013) combined short-term and long-term
uncertainty in the case studies, but did not sufficiently address the computational
solution for solving the model. This has remained as a research gap for more than
ten years, and we bridge the gap by proposing novel decomposition algorithms
to solve large-scale investment planning problems with short-term and long-term
uncertainty (Zhang et al [2022a) [2023a). The Ramona model was then used to
analyse European infrastructure development under demand uncertainty
@) However, the uncertain parameters were only revealed at one stage,
making it only a two-stage stochastic program. It is a computational challenge to
solve multi-stage stochastic programming, and two-stage stochastic programming is
a compromise. The algorithms we develop in this thesis overcome the challenge and

6



Energy system planning

enable more research in infrastructure planning including short-term and long-term
uncertainty.

There are more research gaps in the infrastructure planning of natural gas systems.
For example, the existing literature (Hellemo et al.| 2013} [Fodstad et al., [2016) did
not consider retrofit and abandonment planning of existing infrastructures in their
models. The potential value of existing oil and gas infrastructures for the energy
transition has been missing in the literature. Therefore, we bridge the gap by
considering retrofit and abandonment planning of existing energy infrastructures in
an investment planning model (Zhang et al.| 2023al).

Modelling the planning of oil and gas field infrastructure is a complex task. The
modelling can be simplified such as in [Fodstad et al. (2016), but it can also be dealt
with so that more physical laws are respected. [Tarhan et al. (2009) proposed a
nonconvex mixed-integer nonlinear programming model to solve an offshore oil and
gas field infrastructure planning problem under decision-dependent uncertainty. The
modelling of the reservoir led to nonlinearity. [Goel & Grossmann (2004) proposed
a multi-stage stochastic MILP for offshore gas field developments under reserve
uncertainty. Although they considered decision-dependent uncertainty, short-term
uncertainty was not considered. From a methodology perspective, the advanced
models and algorithms developed for oil and gas field infrastructure planning are
valuable, but developing more oil and gas fields may slow down decarbonisation.
Therefore, in this PhD thesis, we do not consider developing new oil and gas fields,
but rather focus on decarbonising existing oil and gas fields (Zhang et al., 2022c])
and retrofitting oil and gas infrastructures for the energy transition (Zhang et al.,
EEn)

One challenge of modelling natural gas systems is modelling the physics of the
gas flow and pressure. It is because of the nonlinear properties in pressure dynamics
in pipelines, compressor efficiency and gas quality management. Li et al. (2017
proposed two two-stage stochastic nonconvex mixed-integer nonlinear programming
models for the production network infrastructure development under uncertainty and
proposed nonconvex generalised Benders decomposition to solve the model.
took the nonlinear characteristics of the gas network into consideration
and proposed solving the problem using successive linear programming. There are
several approximation methods to avoid nonlinearity. [Fodstad et al. (2015) used a
linear steady approximation of the pressure dynamics in pipelines, which was claimed
to be a reasonable approximation. In this thesis, we use an energy flow model to
model gas transport considering the large scale of the system (Zhang et al., [2023a)).

2.1.3 Thermal system

Thermal system optimisation has not been researched as much as power and natural
gas systems optimisation.

Thermal system has the potential to aid energy system decarbonisation using
demand side management. For example, [Egging-Bratseth et al. (2021)) developed a
stochastic programming model to minimise the operational cost of a district heating
network with local waste heat utilisation, seasonal storage and uncertain demand.
They investigated demand side management and seasonal storage for improving
operational flexibility. The model did not include many physical details such as
heat mass and temperature change with respect to energy consumption, but the
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simplification was sufficient for a large-scale system. [Salerno et al. (2021)) investigated
building level energy management. Heat management was a major part of their
model, and due to the relatively small spatial scale, they managed to include more
physical details such as room temperature change energy exchange, leading to a
nonlinear optimisation model.

Existing literature is mainly centred around domestic heating systems. [Staffell
provided a comprehensive of domestic heat pumps and pointed out
that heat pump is a promising technology that can radically improve the heating
sector around the world. [Backe et al| (2022b) combined two models, EMPIRE and
GUSTO to investigate the impact of energy communities on the European electricity
and heating system. They found that heat pumps may supply 50% of European
heat demand by 2025. Due to the model size, the physics of the heating system
was simplified to a large extent. [Felten , on the other hand, managed to
include more detailed modelling of the district heating network in Europe. From the
literature, we can see that offshore heating system optimisation is missing. Compared
with domestic heating, the offshore heating system is smaller but also important.
Offshore heating is important for oil and gas production and the living facilities
on the oil and gas platforms. The offshore heat energy is largely provided by heat
recovery from gas turbines. However, once the gas turbines are replaced by renewable
power generation, the heat supply must also be provided by other means. To fill this
research gap, we propose an MILP model for the offshore energy system considering
offshore heating system (Zhang et al.| [2022c).

2.1.4 Hydrogen system

Compared with well-studied systems like power and natural gas systems, the hydrogen
system has the potential to be the pillar of the future decarbonised energy system
and is drawing increasing interest in academia and industry. There is a high expected
demand for hydrogen by 2050 in Europe and the UK (van Rossum et al.| [2022)). Much
literature has appeared on the operational and investment planning optimisation of
hydrogen systems.

Hydrogen infrastructure planning is the main focus of the literature.
(2020) developed an investment planning model for hydrogen infrastructure
design and found that in Texas by 2050, hydrogen produced from electricity and
natural gas will be cost-effective for emissions reduction. The model was a single
step investment model assuming the costs of technologies in 2050. This means the
model cannot provide insights for the hydrogen infrastructure pathway. In this
thesis, we develop a multi-step investment planning model. [Reuf} et al. (2019)) used
a single step investment model to study the hydrogen supply chain with spatial
resolution. Different infrastructure options nationwide in the German energy system
in 2050 were assessed, showing that salt caverns and transmission pipelines are
key components in future infrastructure systems. The limitation of their study is
that the authors only investigated the system under the 2050 assumption, which is
highly uncertain. Managing uncertainty in hydrogen infrastructure planning is very
important because hydrogen demand is significantly more uncertain compared with
traditional energy carriers such as electricity. In this thesis, we conduct hydrogen
infrastructure planning considering operational and investment uncertainty (Zhang

et al., [2023a)).
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One common limitation of existing literature regarding hydrogen infrastructure
planning is that hydrogen demand is usually an exogenous parameter. For example,
[Durakovic et al. (2023b) investigated the impact of hydrogen investments on power
grid infrastructure and power prices. They considered major offshore wind projects
in the North Sea and conducted European wide analysis. The hydrogen demand
in the model was given as a parameter. Although the transport of hydrogen was
considered in their model, the analysis of long-term hydrogen pipeline development
was missing. studied the hydrogen infrastructure for fuel cell electric
vehicles focusing on the storage and transport of hydrogen using different means.
The authors investigated using centralised hydrogen storage to supply hydrogen
at fuel stations. The transition to hydrogen is promising based on [van Rossum
et al. (2022) but is less clear due to the ever changing energy reality in Europe.
Therefore, using exogenous hydrogen demand for hydrogen infrastructure design can
be misleading. The ideal way to plan hydrogen infrastructure is to endogenously
model the hydrogen demand (Seck et al.| 2022} [Pedersen et al.,[2022), which has not
been sufficiently studied in the literature. In this thesis, we bridge this gap by (1)
modelling the endogenous hydrogen demand in the offshore oil and gas industry and
planning the hydrogen production infrastructure on the Norwegian continental shelf
(Zhang et al., [2022¢]b), and (2) modelling the transition to hydrogen in the industry,
heat, and transport sectors and analysing European decarbonisation without Russian
gas (Durakovic et al., [2024).

Optimising hydrogen production is another focus in the literature. Hydrogen
can be produced from water electrolysis, steam reforming of natural gas and others.
Based on the production methods and their emissions, hydrogen is often categorised
into different colours. The energy optimisation of hydrogen production from biomass
was studied using an MILP model (Martin & Grossmann) [2011). The authors found
that indirect gasification with steam reforming is the preferred technology providing
higher production yields than natural gas steam reforming. The authors mainly
focused on the hydrogen production method and did not analyse how the proposed
approach can benefit the energy transition. Using an energy hub to produce hydrogen
was investigated in |Liith et al. (2023). The authors investigated the optimal way of
connecting energy hubs with surrounding countries considering cables and pipelines.
They only considered the onshore demand for hydrogen but omitted the potential
hydrogen consumption in the offshore energy system. This thesis considers both
onshore and offshore hydrogen demand and production (Zhang et al., [2022¢] [2023a)).

Carbon capture and storage is an important technology in hydrogen systems due
to the potential importance of blue hydrogen in the future energy system.
(2022) investigated the potential trade channels for energy exporters in a
low-carbon future using a novel electricity-hydrogen-steel energy system model. The
analysis showed that a robust hydrogen demand would allow Norway to export all
natural gas production as blue hydrogen profitably. Moreno-Benito et al.| (2017)
used an extension of the SHIPMod model to optimise the hydrogen supply chain
and carbon capture and storage systems simultaneously. The results showed that
the most cost-effective hydrogen production method that maintains low carbon
emissions is natural gas reforming with carbon capture storage (Moreno-Benito et al.|
2017). Their model was a multi-period spatial-explicit model but did not consider
uncertainty. In this thesis, we consider carbon capture and storage system design
alongside hydrogen infrastructure design with endogenous hydrogen demand under
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short-term uncertainty (Durakovic et al.| [2024)).

2.1.5 Multi-carrier energy system

From Sections we can see that: (1) power, natural gas and thermal
systems optimisation has been extensively studied in the past decades, and (2)
hydrogen system optimisation is drawing more attention as hydrogen may be a
pivotal energy carrier in the future energy system.

Another important aspect of energy system planning is multi-carrier energy
system planning. It becomes important because managing better the interaction
among power, heat, natural gas and hydrogen systems can potentially lead to a more
reliable, clean, and cost effective energy system. In this thesis, we integrate power,
natural gas, heat and hydrogen systems in a single multi-carrier energy system model
(Zhang et all [2022¢, [2023a; |[Durakovic et al., |2024). The following presents the
literature review on sector coupling. A comprehensive review on the state of the art
of energy system modelling including multi-energy systems was presented in [Fodstad

Power and gas systems can be coupled by gas-fired power plants. A thorough
survey on the state of the art of the integrated power and natural gas networks
models was conducted in [Farrokhifar et al.| (2020). The difficulty of power and gas
system coupling is the complexity of both systems. As mentioned in Sections
and [2.1.2, there are complex equations to capture the physics in both systems. Even
solving a problem with one sector is computationally difficult. Therefore, coupling
the systems in a tractable way and developing solution methods are important.
[Qadrdan et al. (2014) integrated GB gas and electricity system by having separated
electricity model and gas model, and using gas load shedding due to the gas demand
for electricity generation as the coupling factor. The strength of this approach
is that more physics can be included in the two separate models. However, the
solution is not global optimal. Unlike |Qadrdan et al.| (2014), |Chaudry et al.| (2008)
proposed to solve an integrated gas and electricity network investment planning as a
single nonlinear programming problem, and a DC network was used to represent the
electricity network. To aid the convergence, a feasible starting point was provided,
and the decision variables were scaled. Due to the complexity of the models, they
only considered single step investment planning. [Nunes et al.| (2018) managed
to include uncertainty in an integrated electricity and gas system and conducted
multi-step investment planning. However, they only considered the uncertainty at
the operational level and made more simplifications on the modelling of the network
to reduce the complexity. From the literature, we can identify that a research gap
is the lack of a combination of high operational modelling detail, high investment
time resolution and managing uncertainty properly. This thesis contributes to this
issue by proposing a tractable multi-carrier energy system model with multi-step
investments and short-term and long-term uncertainty, and the solution method
(Zhang et al.| [2023a)).

Although directly coupling gas and electricity systems in a model faces
computational difficulty, there may be more issues with this approach in real life. The
gas and electricity systems are operated by different entities, and it is unlikely that
a single operator operates both systems. Therefore, there are also studies to couple
gas and electricity using price signals. For example, [Chen et al.| (2020) investigated
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the independent, but interrelated day-ahead operation of power and natural gas
systems with information interchange on prices, operational costs and decisions.
Their results showed that the coupling approach introduced overall efficiency losses
and increased the operational cost of the gas system. We can see that there is still
more work to find an integration mechanism that can be used in real life.

In addition to gas and electricity system coupling, heat and electricity systems are
coupled by combined heat and power generators, electric boilers, and heat storage.
The heat and electricity coupling enables to deliver heat alongside electricity. [Felten
coupled the heat and power sectors using a sequential approach. The heat
demand was firstly modelled at the district heat network level, then the heat supply
was determined, and finally the electricity market was simulated. Although a
European wide heat and electricity system was considered, the system was only
simulated not optimised. Backe et al.| (2021)) extended an optimisation based model
EMPIRE to include the heat sector in a power system investment planning model.
The authors found that the non-electric heat supply in Norway is attractive for
Europe towards 2060. The German electricity and heat sector coupling was modelled
in [Henning & Palzer (2013), and [Palzer & Henning (2014) found that it is feasible
for a 100% renewable supply. To the best of our knowledge, the integrated heat
and electricity system for offshore energy systems is missing in the literature. In
the offshore energy system, especially the offshore oil and gas industry, heat and
electricity are important energy carriers for production activities. Decarbonising the
heat and electricity supply for offshore energy systems is a research gap. In this
thesis, we bridge this gap by proposing a multi-carrier energy model to decarbonise
the offshore oil and gas sector (Zhang et al.| [2022c).

Hydrogen, natural gas and power systems are closely related to each other. Green
hydrogen can be produced from electrolysis using clean electricity such as wind power,
solar power and hydropower. [Bgdal et al. (2020) developed a coupled hydrogen and
electricity investment planning model to investigate the decarbonisation synergies
from joint planning of electricity and hydrogen production. They modelled the
electricity and hydrogen network using a transport model to reduce the complexity.
The model was a single step investment model. This may be sufficient for analysing
the costs of production but not enough for analysing the role of hydrogen in the
decarbonisation pathway of the energy system. Therefore, in this thesis, we close the
gap by proposing a coupled hydrogen and electricity system multi-step investment
planning model (Zhang et al.}[2023a; [Durakovic et al.|[2024). The value of flexibility of
hydropower for hydrogen production was investigated in an operational optimisation
problem, which allowed the inclusion of more modelling of the technical details
(Bodal & Korpas|, [2020). Blue hydrogen can be produced from natural gas with
carbon capture and storage, which motivates the sector coupling of hydrogen and
natural gas systems. Although there is no large-scale hydrogen system in real life,
academic literature has started investigating the co-optimisation of natural gas and
hydrogen systems. For example, Sunny et al. (2020) developed an optimisation model
that determines the optimal hydrogen and COs infrastructure for investigating the
decarbonisation of a heat system that connects to an existing natural gas network.
The literature either focused only on either the planning of hydrogen and electricity
systems, or the planning of hydrogen and natural gas systems. Therefore, in this
thesis, we integrate power, natural gas, heat and hydrogen sectors in a single model
to better analyse the interactions. Furthermore, the uncertainty is not managed
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sufficiently in the literature (Fodstad et al., [2022). In this thesis, we extend the
literature by proposing an MHSP model for integrated energy system planning with
short-term and long-term uncertainty.

2.1.6 Market assumptions in energy system infrastructure planning

Understanding the market assumptions of an energy system planning model is
crucial for analysing the results. In this thesis, the models developed take a social
planner standpoint. Most of the energy system infrastructure planning models
took the same assumption. For example, EMPIRE (Backe et al., [2022a) and
PRIMES (E3MLab/ICCS, [2018) models considered long-term European energy
system planning from a social planner perspective. This means that the decisions
made are the most cost effective for society but are not necessarily what firms
would actually make in a real market. Although there are studies assuming a
more realistic market, such as [Linares et al.| (2008) which incorporated oligopoly
in a power generation expansion model, such models are hard to solve due to the
complementarity. In this thesis, we are interested in studying the optimal investment
planning of the large-scale European energy system, a social planner based model
reduces the computational difficulties.

2.1.7 Managing uncertainty in energy system planning

Managing uncertainty is an important task in energy system planning.
(2018)) conducted a comprehensive review on managing uncertainty in energy

system optimisation models. The authors pointed out four classes of methods
to address uncertainty, including Monte Carlo analysis, stochastic programming,
robust optimisation and modelling to generate alternatives. Stochastic programming
is the most widely used method to tackle uncertainty in energy system models, which
is also the method used in this thesis. In the following, we present a literature review
on stochastic programming in energy system investment planning.

Long-term energy system investment planning faces uncertainty in operational
time horizon and investment time horizon. Operational uncertainty and investment
uncertainty can have a decisive impact on investment decisions. From a modelling
perspective, including both types of uncertainty simply leads to multi-stage stochastic
programs.

Using traditional multi-stage stochastic programming to manage investment
and operational uncertainty for long-term energy system investment planning
problems is inefficient. [Singh et al| (2009) developed a multi-stage stochastic
programming model for electricity network capacity expansion considering only long-
term uncertainty in future demand growth. [Lara et al.| (2020) included operational
and investment uncertainty in a long-term power system expansion planning problem.
They considered long-term uncertainty in fuel prices and CO4 tax, and short-term
uncertainty in renewable power production and hourly demand. The problem grew
exponentially because the scenario tree was branched based on both investment and
operational uncertainty. developed a similar multi-stage stochastic
programming model to capture long-term fuel, and demand growth uncertainty and
renewable availability uncertainty. Although, [Lara et al.|(2020) and Liu et al. (2017)
are two of the few papers that managed to consider uncertainty from both time
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horizons, their models based on traditional multi-stage stochastic programming have
a limitation which is the explosion in the size of the scenario tree. Their models can
very easily become intractable. The state-of-the-art modelling approach for including
uncertainty in the operational and investment time horizons is MHSP. MHSP has
been widely used in energy system investment planning since it was first proposed in
[Kaut et al|(2014)). In this thesis, we also use MHSP in the energy system investment
planning model. We provide a systematic review of the methodology of MHSP in

Section 2.4.1]

Although MHSP has been widely used for energy system investment planning
models, there are two limitations in the existing literature: (1) only operational
uncertainty has been considered, and (2) the operational uncertainty is only
represented by a few representative days. [Durakovic et al. (2023b) included
operational uncertainty including wind and solar capacity factors, and hydropower
production profile in a multi-step energy investment planning model using the
MHSP approach. Backe et al. (2021) used an MHSP model to investigate the sector
coupling between a central power system and energy communities under short-term
uncertainty. The operational uncertainty was represented by representative time
slices, which led to a two-stage stochastic programming model and was arguably
sufficient for an investment planning problem. However, there is a risk of missing
some critical operational conditions from the rest time periods. In addition, only
considering operational uncertainty loses the value of MHSP which is managing
both operational and investment uncertainty more efficiently than traditional multi-
stage stochastic programming. To the best of our knowledge, there was no paper
that included operational and investment uncertainty using MHSP for an energy
system planning problem since MHSP was proposed. In this thesis, we close the
research gap by developing the first multi-carrier energy system investment planning
model considering operational and investment uncertainty (Zhang et al.| [2022a).
Furthermore, we are able to include an annual operational problem with half-hourly
time periods compared with representative time slices in the existing literature
(Zhang et al.| [2022a)).

The growing complexity of energy system models motivates the development and
application of decomposition methods. This is especially the case for stochastic energy
system planning problems because stochastic programming models have structures
that can be easily decomposed. For example, nested Benders decomposition with
Lagrangean relaxation (Lara et al.,[2018), Benders decomposition with a two-phase
bounding scheme (Munoz et al.| [2016]), and Dantzig-Wolfe decomposition
et al., have been proposed to solve their problems.

In this thesis, we develop enhanced Benders decomposition and parallel
Lagrangean decomposition methods that utilise the special structure of MHSP.
The enhanced Benders decomposition allows us to solve by far the largest problems
instances in energy system planning literature (Zhang et al.| [2022a)). We provide
a more detailed literature review on Benders decomposition and Lagrangean

decomposition presented in Sections and
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2.2 Energy hubs

In this thesis, we propose the concept of OEHs for the energy transition. In the
following, the relevant literature regarding energy hubs is provided.

2.2.1 The energy hub concept

The energy hub concept, originally introduced by |Geidl et al.| (2007), is described as
a physical junction where various types of energy can be transformed, conditioned,
and stored.

The energy hub concept has drawn much research interest due to its multi-carrier
nature. For example, the concept has been utilised to enhance energy flexibility
in buildings (Ottesen & Tomasgard| [2015) and electricity markets (Ottesen et al.,
@) Energy hubs provide a promising means for tapping into the advantages of
multi-energy systems, such as interconnected electricity and heating networks
et al., [2018), and electricity-thermal-natural gas coupling systems (Wang et al.,
2019). Moreover, the management of energy hubs with intermittent wind power has
been investigated using stochastic programming (Najafi et al., 2016). Employing
energy hubs to tackle the volatility of wind power can reduce operating costs, wind
power reduction, and CO, emissions (Zare Oskouei et al., 2021). Energy hubs with
power-to-gas and hydrogen storage technologies can curtail emissions and generate
hydrogen for end-use applications (Preston et al.| [2020). A comprehensive review on
energy hubs was conducted in Mohammadi et al.| (2017).

2.2.2 Offshore energy hubs

Although the energy hub concept was widely studied, OEHs are less researched.
OEHs essentially apply the concept of energy hubs for offshore energy systems.

In the context of offshore energy systems, the definition of energy hubs is
generalised. For example, North Sea Wind Power Hub Programme| (2020)) proposed
a North Sea wind power hub to connect the North Sea countries using OEHs in
a hub and spoke form. [Danish Energy Agency| (2020) aims to construct the first
energy island in the world. The energy island is essentially a wind power distribution
hub. The conversion and storage functions of the energy hub concept are not strictly
considered in the definition of OEHs. [Durakovic et al. (2023a) modelled green
hydrogen production via OEHs to supply the European energy system and they only
considered energy conversion and condition in OEHs. [Liith et al. (2023) compared
connecting the offshore energy island to the surrounding countries via electricity
cables and hydrogen pipelines. The energy island is an electricity conversion and
transmission hub if it connects with the onshore system via cables. In the literature,
the storage function of OEHs has not been considered. To bridge this gap, we
first propose clean OEHs with storage function and show that hydrogen storage
is important to balance offshore renewables intermittency for a near zero offshore
energy system (Zhang et al.| [2022c).

The potential value and functionality of OEHs have drawn interest in various
sectors. In the offshore oil and gas sector, it was discovered that the energy hubs
used to import energy from multiple sources to offshore oil and gas platforms could

dramatically reduce COs emissions in the UK continental shelf (Elgenedy et al.|
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2021). It was highlighted that hydrogen storage is environmentally friendly and
ensures a stable supply for oil and gas operations. An energy-hub-based electricity
system design, with CO4 mitigation taken into consideration for offshore platforms,
was presented in |Zhang et al. (2017)). The proposed approach on an existing platform
determined that a CO5 tax could significantly impact emission mitigation for offshore
platforms. In addition to clean OEHs that harness offshore wind, an OEH equipped
with large gas turbines was proposed in [Flérez-Orrego et al.| (2021). Such an OEH is
a centralised power generation system that delivers higher efficiencies than platform-
located gas turbines (Flérez-Orrego et al., [2021)). A limitation of existing literature
is that the impact of OEHs on larger offshore energy systems decarbonisation is not
properly analysed. To extend the literature, we develop a series of models to analyse
the value of OEHs in the Norwegian offshore energy system (Zhang et al.| [2022c),
and in the European energy system (Zhang et al., 2022clb).

In addition to system design with OEHs, studies have also been conducted on
the impact of markets and the market design of a system with OEHs. The impact of
the North Sea energy islands on national markets and grids was analysed in [Tosatto
(2022) using European electricity market and network models. The authors
found that social welfare increases, but not for all the countries when the North
Sea energy hub is included in the system. [Kitzing & Garzén Gonzalez (2020) found
that a separate offshore bidding zone may lead to a more efficient offshore energy
system with OEHs. As a novel concept, OEHs need to be more researched both in a
new market design and an optimal infrastructure design to better harness offshore
renewable energies for the overall energy transition. In this thesis, we focus on the
infrastructure design of energy systems with OEHs (Zhang et al.| [2022c|bl [2023a)).

2.3 Existing energy infrastructure

Existing energy infrastructure can play an important role in the energy transition.
For example, the existing oil and gas production sites can potentially be retrofitted
to produce green hydrogen, and the existing gas pipelines can be potentially used for
hydrogen distribution. Otherwise, existing infrastructure is likely to be abandoned
at a high cost. The economic trade off between new investment, retrofit and
abandonment should be properly investigated. In the following, we provide a
brief literature review on retrofitting and abandonment planning of existing energy
infrastructure.

2.3.1 Retrofitting existing energy infrastructure

Retrofitting existing energy infrastructure could prove beneficial for the energy
transition. In grassroots design, process decisions are followed by equipment decisions,
but the retrofit design also demands models capable of rating existing equipment for
proper analysis.

A comparison between grassroots and retrofit design has been discussed in
|Grossmann et al.| (1987). The combinatorial nature of retrofit planning problems
adds to the complexity of these models. The reasons for retrofitting are numerous,
including (1) the processing of a new feedstock, (2) improving economics by using
less energy per unit of production, (3) creating a new product, and (4) increasing the
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conversion of the feedstocks, among many others. This paper considers retrofitting
for the creation of a new product. A strategy for debottlenecking was suggested for
the retrofit problem (Harsh et al.||1989). A systematic procedure for retrofitting heat
exchanger networks was presented in [Yee & Grossmann| (1991). The retrofitting of
heat exchangers has been extensively studied over the past decades (Pan et al.,
[Wang et al.| [2012). The retrofit approach was divided into a prescreening stage and
an optimisation stage. The prescreening step determined the economic feasibility of
the retrofit project, and then the best retrofit was determined in the optimisation
stage. A high-level optimisation model for the retrofit planning of process networks
was presented in [Jackson & Grossmann (2002), which addressed retrofitting over
several time periods. The proposed strategy included a high-level analysis of the
entire network and a low-level analysis of a specific process flowsheet. The problem
was formulated using a multi-period generalised disjunctive programming model,
which was reformulated as an MILP model via the convex hull formulation.

Given the growing demand for hydrogen, retrofitting existing oil and gas
infrastructure for hydrogen production and transportation is gaining more attention.
Most offshore pipelines can be utilised for hydrogen transport in Europe
. The European hydrogen infrastructure could evolve into a pan-European
network by 2040, primarily based on repurposed existing natural gas infrastructure
(van Rossum et al., [2022)). In contrast, only a minor portion of the onshore pipelines
would be reusable for CO4 transport. Retrofitting the existing offshore platform for
green hydrogen production is underway (Neptune Energy, 2023)).

It is observed that retrofitting might become a key component during the energy
transition. Hence, the traditional capacity expansion model alone might not suffice
to plan investments at minimum cost. In addition, the existing literature was
mainly from a process design perspective, not an energy system planning perspective.
Therefore, in this PhD thesis, the existing literature has been extended by developing
the concept of retrofitting the existing energy infrastructure for green hydrogen
production and distribution in an energy system planning problem
2023a)).

2.3.2 Abandonment of existing energy infrastructure

The evaluation of the worth of the current energy infrastructure, particularly oil and
gas infrastructure, is crucial in addition to planning investments for the power system
and future hydrogen system. The oil and gas industry entails investments and profits
in the billions of dollars. The existing energy infrastructure could greatly aid the
energy transition. Abandoning the existing infrastructure would incur considerable
costs (Bakker et al.|2019). The costs of plugging and abandoning are estimated to
be between £5-15 million per well for the upcoming decade, with thousands of wells
set to be abandoned, particularly in offshore regions.

Abandonment campaign modelling is complex and models have been developed
only for abandonment planning. [Bakker et al| (2019) modelled the plug and
abandonment campaign as an uncapacitated vehicle routing problem with time
windows. The model was an MILP that minimises the cost of plug and abandonment
for a number of subsea wells. The authors focused on the detailed plug and
abandonment for each well. In this thesis, we aggregate the wells in each oil
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and gas field to reduce the size of the problem. It is sufficient for a model that
integrates investment, retrofit and abandonment planning due to its complexity.

Optimisation models for only the plug and abandonment campaign can be hard
to solve. [Bakker et al. (2021) developed a real options model for optimising the
development of mature fields, including the options of shut down, and plug and
abandonment. The problem grew large after including uncertainty because it became
a multi-stage stochastic MILP. The authors applied stochastic dual dynamic integer
programming, originally proposed by |Zou et al. (2019) to solve this complex real
options model. The author also briefly discussed the difference between real options
and stochastic programming. In this thesis, we use stochastic programming to
manage uncertainty.

Abandonment planning is not the main focus of the thesis, and we refer the
readers to [Vralstad et al|(2019) for an overview of plug and abandonment operations.
A common limitation of existing literature is that only abandonment planning
is considered in the models. In this thesis, we integrate investment, retrofit and
abandonment planning to analyse the economic trade off between abandoning oil and
gas infrastructures and retrofitting them for hydrogen production and distribution
(Zhang et al.,2023a)). This has not been sufficiently studied in the existing literature.

2.4 Methodology

This section provides a concise literature review of the methodology relevant to
this thesis, including MHSP, Benders decomposition, stabilisation methods and
Lagrangean decomposition.

241 MHSP

Managing uncertainty is important in energy system planning. Although determinis-
tic models have been used for energy system planning , stochastic
programming models may be more useful in the current and future energy systems.
Intermittent renewable energy, such as wind and solar, has higher penetration in the
system. Dealing with uncertainty is important for the security of the supply of the
system. Stochastic programming is one of the most important techniques to model
uncertainty (Birge & Louveaux], 2011). An alternative but a rather conservative
technique to model uncertainty is robust optimisation (Arrigo et al.| 2022)).

MHSP modelling approach was proposed to efficiently manage uncertainty in
both short-term and long-term time horizons (Kaut et al.| [2014). A similar study
that formalised MHSP was presented in [Escudero & Monge| (2018)). The main idea
of MHSP is to disconnect operational problems between successive strategic nodes
and embed them into their respective strategic nodes. This leads to a much smaller
model than a traditional multi-stage stochastic programming model. For a long-term
energy system planning problem, both short-term and long-term uncertainty can
have a decisive impact on the optimal solutions. Long-term uncertainty includes
CO; emission budget and energy demand. Short-term uncertainty is mainly time
series parameters, including wind and solar capacity factors, hydropower production
profile, demand profile, and oil and gas production profiles. Including uncertainty
in both time horizons in a traditional multi-stage programming framework can
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lead to an explosion in the size of the scenario tree, and therefore to an intractable
model. MHSP partially decouples the investment and operational nodes, significantly
reducing the model size. It has been widely used for energy system planning problems
(Zhang et al., [2022a; Durakovic et al.,|[2023b)). Also, the bounds of MHSP have been
studied (Maggioni et al.| 2020).

Although MHSP was proposed to model investment planning model with
long-term and short-term uncertainty more efficiently than traditional multi-stage
stochastic programming, few if any application has included uncertainty in two time
horizons. Part of the reason is that although MHSP leads to a smaller model than a
multi-stage stochastic programming model, it is essentially a multi-stage stochastic
program and can be hard to solve. The special structure of MHSP can be exploited
for efficient decomposition algorithms, but there was no paper on the decomposition
methods. Therefore, in this thesis, we exploit the structure of MHSP and propose
two enhanced Benders decomposition (Zhang et al.| 2022a} 2023a) and establish and
propose enhanced Lagrangean decomposition algorithms for MHSP systematically
(Zhang et al.l 2023b).

2.4.2 Benders decomposition

Benders decomposition was initially proposed to solve MILP models with complicat-
ing variables (Benders, . Benders decomposition separates the original problem
into a master problem and one or more subproblems. The master problem usually
contains integer decision variables and a subset of constraints, while the subprob-
lems contain the remaining constraints and continuous variables. The algorithm
iteratively solves the master problem and the subproblems, using the solutions of the
subproblems to generate optimality or feasibility cuts that are added to the master
problem. This iteration continues until an optimal solution is found.

Benders decomposition was widely used to solve stochastic programming models
(Mitra et al.| [2016)). [Van Slyke & Wets (1969) first applied Benders decomposition in
the context of stochastic programming and solved two-stage stochastic programming
linear programs with an L-shaped method.

Benders decomposition has been applied in transportation and logistics, energy
and power systems, supply chain management, manufacturing, and facility location
problems. Enhanced Benders decomposition is usually proposed to solve the
underlying problem more efficiently than standard Benders decomposition.
proposed accelerated Benders stochastic decomposition for optimisation
under uncertainty of a petroleum product supply chain. A novel methodology for
generating dynamically updated near-maximal Benders cuts was proposed for two-
stage stochastic programming and compared with other acceleration techniques. A
multi-cut Benders decomposition has been proposed for solving two-stage stochastic
linear programming problems. The main idea was to add one cut per realisation of
uncertain parameters. The multi-cut version has shown a significant reduction in
computational time compared with standard Benders. A Monte Carlo simulation
based algorithm that integrates a sample average approximation scheme with a
Benders decomposition algorithm was proposed to solve stochastic uncapacitated
hub location problems with stochastic independent transportation costs (Contreras
@) In this thesis, we apply enhanced Benders decomposition for solving
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large-scale energy system investment planning problems with short-term and long-
term uncertainty (Zhang et al.| [2022a], [2023a)).

Since standard Benders decomposition was proposed, enhanced Benders
decomposition algorithms have been proposed in the literature to improve the
computational performance. For example, Mazzi et al.| (2021) proposed a Benders
decomposition with adaptive oracles to solve multi-stage stochastic programming
problems, and demonstrated the algorithm on power system investment planning
problems under several long-term uncertainties. [Rodriguez et al.| (2021 accelerated
Benders decomposition using multiple techniques, including parallelising the
algorithm and applications of special ordered sets, presolve and warm start. The
proposed algorithm was applied to solve the short-term hydropower maintenance
problem formulated as a two-stage stochastic program.

Some enhanced Benders decomposition methods have been proposed based on
inexact information (Mazzi et al.,|[2021) and stabilisation (Zverovich et al.| |2012).
[Mazzi et al. (2021) exploited the structure of the subproblem and proposed two
adaptive oracles. The lower bound oracle approximated the objective function value
from below, and the upper bound oracle provided a valid upper bound. The algorithm
was shown to be 31.9 times faster than standard Benders decomposition.
proposed inexact Benders decomposition that solved each subproblem up to a
predefined tolerance, which was then tightened over time to ensure convergence. The
generated cutting planes were all valid and asymptotically exact. In this thesis, we
extend and improve the adaptive Benders decomposition in Mazzi et al.| (2021). This
is because MHSP falls into the class of problem that adaptive Benders can efficiently
solve and adaptive Benders is a good starting point. Also, we notice that adaptive
Benders cannot solve the proposed model efficiently due to two factors: (1) the
proposed model is a multi-region planning problem and adaptive Benders oscillate
much and find it hard to converge fast, and (2) in the proposed REORIENT model,
there are integer variables in the reduced master problem. Therefore, we propose two
alternative enhanced stabilised adaptive Benders to solve models efficiently (Zhang
et al., [2022al, [2023al).

In addition to Benders decomposition, nested Benders decomposition has been

proposed to solve multi-stage stochastic programming (Birgel [1985). Generalised
Benders decomposition has also been proposed to solve mixed-integer nonlinear

programming .

The intersection of machine learning, artificial intelligence, and Benders
decomposition is drawing research interest. Higle & Sen (1996) demonstrated the
early application of artificial intelligence in the context of decomposition methods.
showed how Benders decomposition could be integrated with artificial
intelligence techniques, particularly constraint programming. A machine learning-
enhanced multi-cut Benders decomposition approach was proposed to solve the
transmission expansion planning problem under uncertainty (Borozan et al., |[2023)).
The authors proposed to identify effective and ineffective cuts via supervised learning
techniques, which reduced the number of cuts added to the reduced master problem.
The reduction in computational time was not orders of magnitude. However, the
potential of such a technique in other enhanced Benders such as the ones proposed
in this thesis (Zhang et al., [2022a) [2023a)) is worth investigating. The literature on
Benders decomposition and machine learning is generally scarce but with potential
for future growth.

19



2. Background and literature

2.4.3 Stabilisation methods

Stabilisation techniques are important in accelerating convergence, reducing
oscillations, avoiding cycling and improving the robustness of decomposition
algorithms. Oscillation can be a serious issue for Benders decomposition. The Benders
master problem may become increasingly ill-conditioned after many iterations without
converging. In this thesis, we focus on the trust region method and the level method.
In the following, we present the related literature.

In many optimisation algorithms, like gradient descent, an approximation of the
objective function is developed. Then a step is taken to reduce the value of this
approximation, hoping that it will also reduce the objective function. However, the
approximation may not be accurate over a large region. The further you are from
where the approximation was built, the more likely the approximation is incorrect.
The trust region method addresses this problem by defining a trust region around the
current point, within which the model is trusted to be a reasonable approximation
to the objective function. The algorithm then tries to minimise the model subject to
the constraint that the step does not exit the trust region. If the step results in a
significant decrease in the objective function, the size of the trust region is increased,
while if the step does not lead to a decrease, the trust region is decreased.

The trust region method stabilises Benders decomposition by restricting the
region of the variables to make smaller movements. The method was first developed
in the context of the Levenberg-Marquardt algorithm. Later the trust region method
has been further studied in [Nocedal & Wright| (2006). The performance of the
trust region method can be highly dependent on their parameters.
(2005) examined the sensitivity of trust region algorithms. A recommended range of
parameter values was provided based on extensive numerical tests. However, the
authors pointed out the range was for a specific type of problems and may not be
suitable for other problems.

The level method stabilisation is the other approach we investigate. It was
proposed in [Lemarechal et al. (1995). The main idea of the level method stabilised
Benders is to include an optimisation problem, after solving the reduced master
problem, that minimises the distance moves from a reference point, and is subject to
all the constraints from the reduced master problem and a level set constraint. The
level set target is calculated based on the upper and lower bounds. An extensive
computational benchmark for the methods, including Benders decomposition,
stabilised decomposition, Benders decomposition with level method regularisation,
and trust region stabilisation, has been presented in Zverovich et al.| (2012)).

In addition to stabilised Benders decomposition, the level method was also used
to stabilise the outer approximation method to solve convex mixed-integer nonlinear
programming problems (Kronqvist et al.| [2020). [Fabian (2000)) and Zverovich et al.|
(2012) showed that the computational time was reduced significantly by stabilising
the Benders decomposition with the level method. However, like other level method
literature, the authors used a fixed stabilisation factor. Still, we observe that the
performance of the level method stabilised Benders heavily depends on the choice of
parameters. Therefore, we propose to address this issue and improve the robustness
of the algorithm by including level set management steps which are analogous to
adjusting the trust region in the trust region method (Zhang et al.| [2022a] 2023a)).

Another potential drawback of the level method algorithm is that if the reduced
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master problem is large, solving the stabilisation problem can take much time and
lose the stabilisation value. In this case, we propose a centre point strategy for faster
stabilisation (Zhang et al.| 2023al).

2.4.4 Lagrangean decomposition

Lagrangean decomposition was proposed to solve problems with complicating
constraints (Guignard & Kiml| [1987). It is a special case of Lagrangean relaxation
(Guignard, . Lagrangean decomposition is different from Lagrangean relaxation
because every constraint in the original problem appears in one of the subproblems.
The bound predicted by Lagrangean decomposition is at least as tight as the
one provided by Lagrangean relaxation (Guignard & Kim, [1987). In the context
of stochastic programming, if a multi-stage stochastic programming problem is
formulated in a scenario formulation with non-anticipativity constraint, one can
decompose the problem using Lagrangean decomposition.

Scenario formulation leads to a larger monolithic model due to the duplication of
variables from non-anticipativity constraints. Models based on scenario formulation
can be decomposed by Lagrangean decomposition. Node formulation has a smaller
monolithic model and can be decomposed by Benders decomposition. Both Benders
and Lagrangean decomposition can utilise parallel computing. There are two non-
obvious steps in Lagrangean decomposition: (1) constructing a feasible solution from
the solutions obtained from the dual problems, and (2) updating the multipliers.
Constructing feasible solutions is usually problem specific. Better multiplier updating
schemes than the subgradient and cutting plane methods have been extensively
studied (Mouret et al., 2011} [Yongheng et al., 2014; Mulvey & Ruszczynski, [1995).

The literature shows that Lagrangean decomposition has been widely used
for solving stochastic programming problems. The main idea of Lagrangean
decomposition is to decompose the problems into scenario subproblems. Oliveira
proposed a Lagrangean decomposition approach for supply chain
investment planning under uncertainty with risk considerations. The problem was
formulated as a two-stage stochastic MILP problem. The multiplier updating
procedure was improved based on the combination of cutting planes, subgradient
and trust region strategies. In addition to solving two-stage stochastic programming,
augmented Lagrangean decomposition was proposed for solving multi-stage stochastic
programming (Mulvey & Ruszczynski, [1995). The main idea is to model the
multi-stage stochastic programming using the scenario formulation and decompose
the problem by scenarios. The advantage of scenario decomposition is that the
subproblems can be solved in parallel.

There are other scenario decomposition algorithms. For example, a progressive
hedging algorithm was proposed for stochastic programming problems with only
continuous variables (Mulvey & Vladimirou, [1991). Although it has been proven
that progressive hedging converges for linear programming, this is not the case
for MILP. However, heuristic methods were proposed to tackle the problem with
integer variables (Lgkketangen & Woodruff, [1996), and the non-convergence issue
of the heuristic was investigated in [Watson & Woodruff (2011). In addition to the
progressive hedging algorithm, dual decomposition was proposed for stochastic integer
programming which achieved convergence compared with [Lgkketangen & Woodruff
where convergence was empirically observed. Lagrangean decomposition is
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generally a more general algorithm compared with progressive hedging. Therefore,
in this thesis, we focus on developing a parallel Lagrangean decomposition algorithm
for MHSP.

The application of Lagrangean decomposition in MHSP has not been reported
in the literature, and there is a special structure of MHSP that can be utilised
to significantly speed up Lagrangean decomposition. In this thesis, we extend the
literature by utilising the scenario formulation of MHSP, and propose paralleled
Lagrangean decomposition with primal reduction to solve MHSP
2023D)). The advantage of MHSP is that one only needs to impose non-anticipativity
constraints on the investment decisions. This leads to fewer multipliers to update
and potentially easier construction of a feasible solution. It is the first study to apply
Lagrangean decomposition for MHSP. We also propose primal reduction to reduce
the size of the primal problem after fixing the strategic variables and then solving
the problem in parallel to reduce the computational time.

In addition to solving stochastic programming problems, Lagrangean decomposi-
tion can be applied to solve a large variety of problems. Mouret et al.| (2011) proposed
a new Lagrangean decomposition to solve a large-scale mixed-integer nonlinear pro-
gram. A new hybrid dual problem was introduced to update Lagrangean multipliers
that use cutting planes, subgradient and boxstep. A hybrid decomposition that com-
bines bi-level and spatial Lagrangean decomposition methods was proposed to solve
simultaneous scheduling and planning problems in a production-distribution network
of continuous multi-product plants with temporal and spatial scales.
Moreno et al| (2011) found that for multi-site, multi-period, and multi-product
planning problems, temporal Lagrangean decomposition can obtain tighter bounds
than spatial decomposition. [Yongheng et al. (2014]) proposed to decompose supply
chain problems using Lagrangean decomposition based on warehouses. In this thesis,
we propose Lagrangean-type decomposition to solve a long-term energy system
planning problem with short-term and long-term uncertainty (Zhang et al., [2023b).
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Chapter 3
Contributions

This chapter presents the contributions of the research presented in this thesis. The
thesis consists of six papers that are enclosed in the second part of the thesis. For each
paper, a summary is presented together with an overview of original contributions
to research and their application to industry.

3.1 Papers

Paper | - Modelling and analysis of OEHs

Authors: Hongyu Zhang, Asgeir Tomasgard, Brage Rugstad Knudsen, Harald G.
Svendsen, Steffen J. Bakker, Ignacio E. Grossmann

Published in Energy, Volume 261, Part A, 125219, 2022.

Clean OEHs may become pivotal for efficient offshore wind power generation
and distribution. In addition, OEHs may provide decarbonised energy supply for
maritime transport, oil and gas recovery, and offshore farming while enabling the
conversion and storage of liquefied decarbonised energy carriers for export. In this
paper, the role of OEHs is investigated in the transition of an offshore energy system
towards a zero-emission energy supply. An MILP model is developed for investment
planning and operational optimisation to achieve decarbonisation at minimum cost.
We consider offshore wind, solar, energy hubs and subsea cables. A sensitivity
analysis is conducted on CO4 tax, COs budget and power capacity from shore. The
results show that OEHs can help reduce energy losses and costs.

My contributions to this paper include conceptualising the problem, developing
and formulating the model, performing the programming and performing the analyses.
Together with my co-authors, I have analysed and discussed the case study and
results. Finally, I am the main author of the manuscript.

Paper Il - OEHs in the decarbonisation of the Norwegian continental
shelf

Authors: Hongyu Zhang, Asgeir Tomasgard, Brage Rugstad Knudsen, Ignacio E.
Grossmann

Published in Proceedings of the ASME 2022 41st International Conference on Ocean,
Offshore and Arctic Engineering, Volume 10: Petroleum Technology, VO10T11A044,
2022

This paper studies the investment planning of a decarbonised Norwegian

continental shelf energy system considering the connection and interfaces with
the European energy system. A multi-horizon stochastic MILP model is developed
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for such a problem. We consider short-term uncertainties, including wind and
solar capacity factors, energy load, platform production profiles, and hydropower
production limits. Hydrogen-based energy hubs are considered onshore and offshore
for potential renewable power generation, distribution and storage. The future
hydrogen market or demand is not included in the model. The results show that
OEHs are essentially wind power generation, conversion and distribution hubs, and
that offshore grid design is important for decarbonisation by distributing wind power
efficiently.

The model is extended based on the model developed in Paper I by including
short-term uncertainty using MHSP and extending the model to European energy
system planning. We notice the significant increase in computational time, motivating
us for the solution methods described in Paper III.

My contributions to this paper include conceptualising the problem, developing
and formulating the model, performing the programming and performing the analyses.
I have analysed and discussed the case study and results with my co-authors. Finally,
I am the main author of the manuscript.

Paper Il - A stabilised Benders decomposition with adaptive oracles
for large-scale stochastic programming with short-term and long-term
uncertainty

Authors: Hongyu Zhang, Nicolo Mazzi, Ken McKinnon, Rodrigo Garcia Nava, Asgeir
Tomasgard

Submitted to an international, peer-reviewed journal.

Benders decomposition with adaptive oracles was proposed to solve large-scale
optimisation problems with a column-bounded block-diagonal structure, where
subproblems differ on the right-hand side and cost coefficients. Adaptive Benders
reduces computational effort significantly by iteratively building inexact cutting
planes and valid upper and lower bounds. However, Adaptive Benders and standard
Benders may suffer severe oscillation when solving a multi-region investment planning
problem. Therefore, we propose stabilising Adaptive Benders with the level method
and adaptively selecting the subproblems to solve per iteration for more accurate
information. Furthermore, we propose a dynamic level method to improve the
robustness of stabilised Adaptive Benders by adjusting the level set per iteration.
We compare stabilised Adaptive Benders with the unstabilised versions of Adaptive
Benders with one subproblem solved per iteration, and standard Benders on a
multi-region long-term power system investment planning problem with short-term
and long-term uncertainty.

My contributions to this paper include conceptualising the problem, developing
the model and case studies, programming, formal analysis, and writing the
manuscript. I am the main author of the paper.
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Paper IV - Integrated investment, retrofit and abandonment planning of
energy systems with short-term and long-term uncertainty using
enhanced Benders decomposition

Authors: Hongyu Zhang, Ignacio E. Grossmann, Brage Rugstad Knudsen, Ken
McKinnon, Rodrigo Garcia Nava, Asgeir Tomasgard

Submitted to an international, peer-reviewed journal.

We propose the REORIENT (REnewable resOuRce Investment for the ENergy
Transition) model for energy systems planning with the following novelties: (1)
integrating capacity expansion, retrofit and abandonment planning, and (2) using
multi-horizon stochastic MILP with short-term and long-term uncertainty. We
apply the model to the European energy system considering: (a) investment in new
hydrogen infrastructures, (b) capacity expansion of the European power system,
(c) retrofitting oil and gas infrastructures in the North Sea region for hydrogen
production and distribution, and abandoning existing infrastructures, and (d) long-
term uncertainty in oil and gas prices and short-term uncertainty in time series
parameters. We exploit the special structure of MHSP, and propose an enhanced
Benders decomposition to solve the model efficiently. We first conduct a sensitivity
analysis on retrofitting costs of oil and gas infrastructures. We then compare the
REORIENT model with a conventional investment planning model regarding costs
and investment decisions. Finally, the computational performance of the algorithm
is presented.

My contributions to this paper include conceptualising the problem, developing
and formulating the model, performing the programming and performing the analyses.
I have analysed and discussed the case study and results with my co-authors. Finally,
I am the main author of the manuscript.

Paper V - Decomposition methods for MHSP

Authors: Hongyu Zhang, Eric Mor Doménech, Ignacio E. Grossmann, Asgeir
Tomasgard

Submitted to an international, peer-reviewed journal.

MHSP is a modelling approach that has not been studied extensively compared
with traditional multi-stage stochastic programming. In this paper, we exploit the
structure of MHSP and show that such models can be decomposed by Benders
decomposition and Lagrangean decomposition.

MHSP includes short-term and long-term uncertainty in investment planning
problems more efficiently than traditional multi-stage stochastic programming. In
this paper, we exploit the special structure of MHSP and formalise that it can be
decomposed by Benders decomposition and Lagrangean decomposition. In addition,
we propose parallel Lagrangean decomposition with primal reduction that (1) solves
the scenario subproblems in parallel, (2) reduces the primal problem by keeping one
copy for each scenario group at each stage, and (3) solves the reduced primal problem
in parallel. We compare the parallel Lagrangean decomposition with primal reduction
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3. Contributions

with the standard Lagrangean decomposition and standard Benders decomposition
on a stochastic energy system investment planning problem. The computational
results show that: (a) the Lagrangean type decomposition has better convergence
at the first iterations compared with the Benders decomposition and (b) parallel
Lagrangean decomposition with primal reduction is up to 9.2 times faster than
standard Benders decomposition for a 1% convergence. Based on the computational
results, the choice of algorithms for MHSP is discussed.

My contributions to this paper include conceptualising the problem, developing
the model and case study, programming and performing the analyses. I am the main
author of the manuscript.

Paper VI - Decarbonising the European energy system in the absence
of Russian gas: Hydrogen uptake and carbon capture developments in
the power, heat and industry sectors

Authors: Goran Durakovic, Hongyu Zhang, Brage Rugstad Knudsen, Asgeir Tomas-
gard, Pedro Crespo del Granado

A slightly revised version of this paper has been published in Journal of Cleaner
Production, Volume 435, 140473, 2024.

This paper investigates the impact of the absence of Russian gas on decarbonising
the European energy system. We focus on analysing the roles of hydrogen and
carbon capture technologies in the European energy system up to 2060. In addition
to the missing natural gas from Russia, we consider other natural gas supply chains,
including liquified natural gas terminals and reserves in the North Sea and Northern
Africa and the associated pipelines.

We extend the EMPIRE model to include sufficiently detailed modelling of heat
and industry sectors to have endogenous hydrogen demand. This is valuable because
the transition to a hydrogen-based system is less clear due to the energy reality
in Europe. The extended model is the first model that includes power, heat and
industry sectors in a single MHSP investment planning problem.

The results showed that the disruption of Russian gas imports has significant
consequences on the decarbonisation pathways for Europe, with local energy sources
and carbon capture and storage becoming even more important.

My contributions to this paper include conceptualising the problem, developing
the model and case study, programming and performing the analyses. I am the
second author of the manuscript.

3.2 Additional Contributions

In addition to publications, I have contributed to the research community by
participating in conferences, including organising sessions and giving talks, teaching
and research mentoring for master students, offering peer reviews for journals, and
writing popular scientific articles.

26



Chapter 4

Concluding remarks and future
research

In this PhD thesis, we have focused on: (1) developing optimisation models for long-
term European energy system planning, and (2) exploring the special structure of
MHSP and proposing efficient solution algorithms for solving large-scale multi-stage
stochastic LP and MILP models.

In Paper I, we proposed the concept of OEHs for decarbonising the Norwegian
continental shelf. We modelled the problem using MILP and analysed the value of
OEHs in the energy transition. This paper gave a solid modelling foundation for the
following papers. Paper II extended the model by including short-term uncertainty,
and expanding the energy system to the European energy system. This paper further
investigated the value of OEHs in the European energy system decarbonisation. We
noticed computational difficulties in solving the model in Paper II, which motivated
us to develop solution algorithms before extending the energy system model further.
Therefore, in Paper III we proposed a dynamically stabilised adaptive Benders
decomposition for solving large-scale LP and MILP problems with a column-bounded
block diagonal structure. The algorithm was then applied to solve a UK power system
planning problem formulated using MHSP. Also, the algorithm has significantly
reduced computational requirements compared to existing solution methods. Paper
IV contributed to both modelling and algorithm development. We have proposed the
REORIENT model based on the models developed in Papers I, IT and III. The novelty
of the REORIENT model is that it integrates investment, retrofit and abandonment
planning in a single optimisation model. Also, the REORIENT model considers
uncertainty in both short-term and long-term time horizons, which the existing
models do not include. In addition, we further developed the algorithm in Paper
IIT and proposed a centre point stabilisation to reduce the effort on stabilising the
adaptive Benders decomposition. Paper V formalised the decomposition methods for
MHSP, and proposed parallelised Lagrangean decomposition with primal reduction.
Paper VI used a different model, EMPIRE, and investigated the role of hydrogen
and carbon capture and storage in power, heat and industry sectors in the context
of decarbonising the European energy system without Russian gas.

The models and energy system case studies in this thesis have provided new
insights for the European energy transition. To this end, a major contribution of
the thesis is the model and methodology of Paper IV. Here, in addition to a generic
model and solution method, new analyses were provided on how the North Sea
may cut its infrastructure emissions while supporting the energy transition of the
European energy system towards full decarbonisation. Also, the solution methods
developed in this thesis have not only extended the existing operational research
literature but also enabled us to solve large-scale energy system models and analyse
the implications of the solutions for the European energy transition.

All the models developed in Papers I-VI can lead to applications. The REORIENT
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4. Concluding remarks and future research

model in Paper IV includes all the novelties of the models in Papers I-III. In the
future, the REORIENT model has the potential to provide more useful insights, such
as to investigate the retrofit of existing oil and gas infrastructure for carbon capture
and storage. In addition, future work may consider the Furopean wide natural gas
system in the REORIENT model to analyse the large-scale retrofit of the existing
energy system for hydrogen production and distribution and COs transportation
and storage. Furthermore, the geographical resolution of the model can be increased
for a more detailed analysis of the energy transition in a specific country and its
interaction with the rest of the European energy system.

The REORIENT model can also be applied to investigate the decarbonisation of
other regions such as offshore regions with high emissions including the Gulf of Mexico
and the Brazilian continental shelf and other important onshore regions including
the US, Chinese and African onshore energy systems. The model formulation of
the REORIENT model is general and there are no case-specific constraints. Model
parameters, constraints, and variables can be modified according to the specific
problem of the study.

The REORIENT model can be improved by having more careful scenario-
generation techniques. For example, generating scenarios for correlated long-term
uncertain parameters such as oil and gas prices and hydrogen demand. For short-
term time series uncertain parameters, techniques including machine learning can
be used for the scenario generation to cover better different possible operational
conditions. It is possible to link the REORIENT model with a machine learning
based wind forecast model to better handle wind intermittency. Moreover, it may
be beneficial to link the REORIENT model with other energy system models to
integrate the novelties of different models for rigorous analysis of energy system
decarbonisation.

On the methodology side, the stabilised adaptive Benders decomposition can be
extended and improved in the future. We notice that for a very large problem with
many decision nodes, the reduced master problem and the stabilisation problem may
require prohibitive long solution time. Therefore, in future, techniques including
node aggregation and cut selection may be needed to improve the performance.
In addition, it is potentially beneficial to combine Lagrangean decomposition with
adaptive Benders decomposition to solve huge scale MHSP efficiently. The adaptive
oracles can also be used potentially in Lagrangean decomposition. Although MHSP
reduces the problem size significantly, the model size may be reduced further by
adjusting the scenario tree, e.g., removing the scenarios that do not make a difference,
while solving the problem. In addition, MHSP can be extended to model endogenous
uncertainty.

28



Bibliography

Alguacil, N., Motto, A. L., & Conejo, A. J. (2003). Transmission expansion planning:
A mixed-integer LP approach. IEEE Transactions on Power Systems, 18, 1070—
1077. doi:10.1109/TPWRS.2003.814891l

Anjos, M. F., & Conejo, A. J. (2017). Unit commitment in electric energy
systems. Foundations and Trends® in Electric Energy Systems, 1, 220-310.
doii10.1561/3100000014.

Antenucci, A., Crespo del Granado, P., Gjorgiev, B., & Sansavini, G. (2019). Can
models for long-term decarbonization policies guarantee security of power supply?
A perspective from gas and power sector coupling. Energy Strateqy Reviews, 26,
100410. doi:10.1016/J.ESR.2019.100410.

Arrigo, A., Ordoudis, C., Kazempour, J., De Greve, Z., Toubeau, J. F., & Vallée,
F. (2022). Wasserstein distributionally robust chance-constrained optimization
for energy and reserve dispatch: An exact and physically-bounded formulation.
FEuropean Journal of Operational Research, 296, 304-322. doi:10.1016/J.EJOR.
2021.04.015!

Ayele, G. T., Haurant, P., Laumert, B., & Lacarriere, B. (2018). An extended
energy hub approach for load flow analysis of highly coupled district energy
networks: Illustration with electricity and heating. Applied Energy, 212, 850-867.
doii10.1016/3.APENERGY.2017.12.090.

Backe, S., Korpas, M., & Tomasgard, A. (2021). Heat and electric vehicle
flexibility in the European power system: A case study of Norwegian energy
communities. International Journal of Electrical Power and Energy Systems, 125.
doi{10.1016/j.1ijepes.2020.106479.

Backe, S., Skar, C., del Granado, P. C., Turgut, O., & Tomasgard, A. (2022a).
EMPIRE: An open-source model based on multi-horizon programming for energy
transition analyses. SoftwareX, 17, 100877. doi:10.1016/J.SOFTX.2021.100877.

Backe, S., Zwickl-Bernhard, S., Schwabeneder, D., Auer, H., Korpas, M., &
Tomasgard, A. (2022b). Impact of energy communities on the European electricity
and heating system decarbonization pathway: Comparing local and global
flexibility responses. Applied Energy, 323, 119470. doi:10.1016/j.apenergy.
2022.119470.

Bakker, S., Vralstad, T., & Tomasgard, A. (2019). An optimization model for the
planning of offshore plug and abandonment campaigns. Journal of Petroleum
Science and Engineering, 180, 369-379. doi;10.1016/j.petrol.2019.05.042.

Bakker, S. J., Kleiven, A., Fleten, S. E., & Tomasgard, A. (2021). Mature offshore
oil field development: Solving a real options problem using stochastic dual

29


http://dx.doi.org/10.1109/TPWRS.2003.814891
http://dx.doi.org/10.1561/3100000014
http://dx.doi.org/10.1016/J.ESR.2019.100410
http://dx.doi.org/10.1016/J.EJOR.2021.04.015
http://dx.doi.org/10.1016/J.EJOR.2021.04.015
http://dx.doi.org/10.1016/J.APENERGY.2017.12.090
http://dx.doi.org/10.1016/j.ijepes.2020.106479
http://dx.doi.org/10.1016/J.SOFTX.2021.100877
http://dx.doi.org/10.1016/j.apenergy.2022.119470
http://dx.doi.org/10.1016/j.apenergy.2022.119470
http://dx.doi.org/10.1016/j.petrol.2019.05.042

4. Concluding remarks and future research

dynamic integer programming. Computers & Operations Research, 136, 105480.
doi:10.1016/J3.COR.2021.105480.

Benders, J. F. (1962). Partitioning procedures for solving mixed-variables
programming problems. Numerische Mathematik, 4, 238-252. doi:10.1007/
BFO01386316/METRICS.

Birge, J. R. (1985). Decomposition and partitioning methods for multistage stochastic
linear programs. Operations Research, 33, 989-1007. doi;10.1287/0PRE.33.5.
989.

Birge, J. R., & Louveaux, F. (2011). Introduction to stochastic programming. Springer
Science & Business Media. doii10.1007/978-1-4614-0237-4.

Bodal, E. F., & Korpas, M. (2020). Value of hydro power flexibility for hydrogen
production in constrained transmission grids. International Journal of Hydrogen
Energy, 45, 1255-1266. doi{10.1016/3. IJHYDENE.2019.05.037.

Bgdal, E. F., Mallapragada, D., Botterud, A., & Korpas, M. (2020). Decarbonization
synergies from joint planning of electricity and hydrogen production: A Texas
case study. International Journal of Hydrogem Energy, 45, 32899-32915.
doii10.1016/J.IJHYDENE.2020.09.127.

Borozan, S., Giannelos, S., Falugi, P., Moreira, A., & Strbac, G. (2023). A machine
learning-enhanced Benders decomposition approach to solve the transmission
expansion planning problem under uncertainty. arXiv preprint. doijl0.48550/
arXiv.2304.07534.

Cauchois, G., Renaud-Bezot, C., Simon, M., Gentile, V., Carpenter, M., &
Torbergsen, L. E. (2021). Re-Stream — Study on the reuse of oil and gas
infrastructure for hydrogen and CCS in Furope. Technical Report Carbon Limits.
URL: https://iogpeurope.org/wp-content/uploads/2022/01/Re-stream-
final- report_0ct2021.pdf.

Chaudry, M., Jenkins, N., & Strbac, G. (2008). Multi-time period combined gas and
electricity network optimisation. FElectric Power Systems Research, 78, 1265-1279.
do0i;10.1016/]j .epsr.2007.11.002.

Chen, S., Conejo, A. J., Sioshansi, R., & Wei, Z. (2020). Operational equilibria
of electric and natural gas systems with limited information interchange.
IEEE Transactions on Power Systems, 35, 662-671. doi;10.1109/TPWRS.2019|
2928475.

Cloete, S., Ruhnau, O., Cloete, J. H., & Hirth, L. (2022). Blue hydrogen and
industrial base products: The future of fossil fuel exporters in a net-zero world.
Journal of Cleaner Production, 363, 132347. doii10.1016/J.JCLEPRO.2022.
132347.

Contreras, 1., Cordeau, J. F., & Laporte, G. (2011). Stochastic uncapacitated hub
location. FEuropean Journal of Operational Research, 212, 518-528. doi:10.1016/
J.EJOR.2011.02.018.

30


http://dx.doi.org/10.1016/J.COR.2021.105480
http://dx.doi.org/10.1007/BF01386316/METRICS
http://dx.doi.org/10.1007/BF01386316/METRICS
http://dx.doi.org/10.1287/OPRE.33.5.989
http://dx.doi.org/10.1287/OPRE.33.5.989
http://dx.doi.org/10.1007/978-1-4614-0237-4
http://dx.doi.org/10.1016/J.IJHYDENE.2019.05.037
http://dx.doi.org/10.1016/J.IJHYDENE.2020.09.127
http://dx.doi.org/10.48550/arXiv.2304.07534
http://dx.doi.org/10.48550/arXiv.2304.07534
https://iogpeurope.org/wp-content/uploads/2022/01/Re-stream-final-report_Oct2021.pdf
https://iogpeurope.org/wp-content/uploads/2022/01/Re-stream-final-report_Oct2021.pdf
http://dx.doi.org/10.1016/j.epsr.2007.11.002
http://dx.doi.org/10.1109/TPWRS.2019.2928475
http://dx.doi.org/10.1109/TPWRS.2019.2928475
http://dx.doi.org/10.1016/J.JCLEPRO.2022.132347
http://dx.doi.org/10.1016/J.JCLEPRO.2022.132347
http://dx.doi.org/10.1016/J.EJOR.2011.02.018
http://dx.doi.org/10.1016/J.EJOR.2011.02.018

Danish Energy Agency (2020). Denmark’s energy islands. URL: https://ens.dk/
en/our-responsibilities/energy-islands/denmarks-energy-islands.

Deane, J. P., O Ciardin, M., & O Gallachéir, B. P. (2017). An integrated gas and
electricity model of the EU energy system to examine supply interruptions. Applied
Energy, 193, 479-490. doij10.1016/J.APENERGY.2017.02.039.

Durakovic, G., del Granado, P. C., & Tomasgard, A. (2023a). Are green and
blue hydrogen competitive or complementary? Insights from a decarbonized
European power system analysis. Energy, 282, 128282. doi:10.1016/J.ENERGY .
2023.128282!

Durakovic, G., del Granado, P. C., & Tomasgard, A. (2023b). Powering Europe
with North Sea offshore wind: The impact of hydrogen investments on grid
infrastructure and power prices. Energy, 263, 125654. doi:10.1016/J.ENERGY .
2022.125654.

Durakovic, G., Zhang, H., Knudsen, B. R., Tomasgard, A., & del Granado,
P. C. (2024). Decarbonizing the european energy system in the absence
of russian gas: Hydrogen uptake and carbon capture developments in the
power, heat and industry sectors. Journal of Cleaner Production, 435, 140473.
doi:doi.org/10.1016/j.jclepro.2023.140473.

E3MLab/ICCS (2018). PRIMES — E3 Modelling. URL: https://e3modelling.
com/modelling-tools/primes/.

Egging-Bratseth, R., Kauko, H., Knudsen, B. R., Bakke, S. A., Ettayebi, A.,
& Haufe, I. R. (2021). Seasonal storage and demand side management in
district heating systems with demand uncertainty. Applied Enerqgy, 285, 116392.
doi{10.1016/J.APENERGY.2020.116392.

Elgenedy, M., Ahmed, K., Burt, G., Rogerson, G., Jones, G., Saavedra, R., Da Silva,
C. P., Bezerra, P., & Neto, L. (2021). Unlocking the UK continental shelf
electrification potential for offshore oil and gas installations: A power grid
architecture perspective. Energies, 14, 7096. doi:10.3390/EN14217096.

Escudero, L. F., & Monge, J. F. (2018). On capacity expansion planning
under strategic and operational uncertainties based on stochastic dominance
risk averse management. Computational Management Science, 15, 479-500.
doi{10.1007/510287-018-0318-9.

Fabian, C. 1. (2000). Bundle-type methods for inexact data. Central European Jour-
nal of Operations Research, 8, 35-55. URL: |https://www.researchgate.net/
profile/Csaba-Fabian/publication/228468981 Bundle-type_methods_
for_inexact_data/links/0f3175374f931038c8000000/Bundle-type-
methods-for-inexact-data.pdf.

Farrokhifar, M., Nie, Y., & Pozo, D. (2020). Energy systems planning: A survey
on models for integrated power and natural gas networks coordination. Applied
Energy, 262, 114567. doi:10.1016/J.APENERGY.2020.114567.

31


https://ens.dk/en/our-responsibilities/energy-islands/denmarks-energy-islands
https://ens.dk/en/our-responsibilities/energy-islands/denmarks-energy-islands
http://dx.doi.org/10.1016/J.APENERGY.2017.02.039
http://dx.doi.org/10.1016/J.ENERGY.2023.128282
http://dx.doi.org/10.1016/J.ENERGY.2023.128282
http://dx.doi.org/10.1016/J.ENERGY.2022.125654
http://dx.doi.org/10.1016/J.ENERGY.2022.125654
http://dx.doi.org/doi.org/10.1016/j.jclepro.2023.140473
https://e3modelling.com/modelling-tools/primes/
https://e3modelling.com/modelling-tools/primes/
http://dx.doi.org/10.1016/J.APENERGY.2020.116392
http://dx.doi.org/10.3390/EN14217096
http://dx.doi.org/10.1007/S10287-018-0318-9
https://www.researchgate.net/profile/Csaba-Fabian/publication/228468981_Bundle-type_methods_for_inexact_data/links/0f3175374f931038c8000000/Bundle-type-methods-for-inexact-data.pdf
https://www.researchgate.net/profile/Csaba-Fabian/publication/228468981_Bundle-type_methods_for_inexact_data/links/0f3175374f931038c8000000/Bundle-type-methods-for-inexact-data.pdf
https://www.researchgate.net/profile/Csaba-Fabian/publication/228468981_Bundle-type_methods_for_inexact_data/links/0f3175374f931038c8000000/Bundle-type-methods-for-inexact-data.pdf
https://www.researchgate.net/profile/Csaba-Fabian/publication/228468981_Bundle-type_methods_for_inexact_data/links/0f3175374f931038c8000000/Bundle-type-methods-for-inexact-data.pdf
http://dx.doi.org/10.1016/J.APENERGY.2020.114567

4. Concluding remarks and future research

Felten, B. (2020). An integrated model of coupled heat and power sectors for
large-scale energy system analyses. Applied Energy, 266, 114521. doij10.1016/J.
APENERGY.2020.114521.

Florez-Orrego, D., Albuquerque, C., da Silva, J. A., Freire, R. L. A., &
de Oliveira Junior, S. (2021). Optimal design of power hubs for offshore petroleum
platforms. Energy, 235, 121353. doii10.1016/J.ENERGY.2021.121353.

Fodstad, M., Egging, R., Midthun, K., & Tomasgard, A. (2016). Stochastic modeling
of natural gas infrastructure development in Europe under demand uncertainty.
The Energy Journal, 37, 5-32. doi:10.5547/01956574.37.SI3.mfod.

Fodstad, M., del Granado, P. C., Hellemo, L., Knudsen, B. R., Pisciella, P., Silvast,
A., Bordin, C., Schmidt, S., & Straus, J. (2022). Next frontiers in energy system
modelling: A review on challenges and the state of the art. Renewable and
Sustainable Energy Reviews, 160, 112246. doi;10.1016/J.RSER.2022.112246.

Fodstad, M., Midthun, K. T., & Tomasgard, A. (2015). Adding flexibility in a
natural gas transportation network using interruptible transportation services.
FEuropean Journal of Operational Research, 243, 647-657. doi{10.1016/J.EJOR.
2014.12.010!

Gacitua, L., Gallegos, P., Henriquez-Auba, R., Lorca, Negrete-Pincetic, M., Olivares,
D., Valenzuela, A., & Wenzel, G. (2018). A comprehensive review on expansion
planning: Models and tools for energy policy analysis. Renewable and Sustainable
Energy Reviews, 98, 346-360. doi:10.1016/J.RSER.2018.08.043.

Geidl, M., Koeppel, G., Favre-Perrod, P., Klockl, B., Andersson, G., & Frohlich, K.
(2007). Energy hubs for the future. IEEE Power and Energy Magazine, 5, 24-30.
doii10.1109/MPAE. 2007 .264850.

Geoffrion, A. M. (1972). Generalized Benders decomposition. Journal of Optimization
Theory and Applications, 10, 237-260. doi;10.1007/BF00934810/METRICS.

Goel, V., & Grossmann, 1. E. (2004). A stochastic programming approach to planning
of offshore gas field developments under uncertainty in reserves. Computers &
Chemical Engineering, 28, 1409-1429. doij10.1016/J.COMPCHEMENG.2003.10.
005.

Gould, N. I., Orban, D., Sartenaer, A., & Toint, P. L. (2005). Sensitivity of trust-
region algorithms to their parameters. JOR, 3, 227-241. doi;10.1007/510288 -
005-0065-Y/METRICS.

Grossmann, I. E., Westerberg, A. W., & Biegler, L. T. (1987). Retrofit
design of processes. Technical Report Carnegie Mellon University. URL:
https://kilthub.cmu.edu/articles/journal_contribution/Retrofit_
design_of_processes/6467396/1.

Guignard, M. (2003). Lagrangean relaxation. Top, 11, 151-200. doii10.1007/
BF02579036/METRICS.

32


http://dx.doi.org/10.1016/J.APENERGY.2020.114521
http://dx.doi.org/10.1016/J.APENERGY.2020.114521
http://dx.doi.org/10.1016/J.ENERGY.2021.121353
http://dx.doi.org/10.5547/01956574.37.SI3.mfod
http://dx.doi.org/10.1016/J.RSER.2022.112246
http://dx.doi.org/10.1016/J.EJOR.2014.12.010
http://dx.doi.org/10.1016/J.EJOR.2014.12.010
http://dx.doi.org/10.1016/J.RSER.2018.08.043
http://dx.doi.org/10.1109/MPAE.2007.264850
http://dx.doi.org/10.1007/BF00934810/METRICS
http://dx.doi.org/10.1016/J.COMPCHEMENG.2003.10.005
http://dx.doi.org/10.1016/J.COMPCHEMENG.2003.10.005
http://dx.doi.org/10.1007/S10288-005-0065-Y/METRICS
http://dx.doi.org/10.1007/S10288-005-0065-Y/METRICS
https://kilthub.cmu.edu/articles/journal_contribution/Retrofit_design_of_processes/6467396/1
https://kilthub.cmu.edu/articles/journal_contribution/Retrofit_design_of_processes/6467396/1
http://dx.doi.org/10.1007/BF02579036/METRICS
http://dx.doi.org/10.1007/BF02579036/METRICS

Guignard, M., & Kim, S. (1987). Lagrangean decomposition: A model yielding
stronger lagrangean bounds. Mathematical Programming, 39, 215-228. doi:10.
1007/BF02592954/METRICS.

Harsh, M. G., Saderne, P., & Biegler, L. T. (1989). A mixed integer flowsheet
optimization strategy for process retrofits — the debottlenecking problem.
Computers & Chemical Engineering, 13, 947-957. doi;10.1016/0098-1354(89)
85067-7.

Heilek, C., Kuhn, P., & Kiihne, M. (2015). The role of large-scale hydrogen storage in
the power system. In Hydrogen and Fuel Cell: Technologies and Market Perspective
(pp- 21-37). doi:10.1007/978-3-662-44972-1 2.

Hellemo, L., Midthun, K., Tomasgard, A., & Werner, A. (2012). Natural gas
infrastructure design with an operational perspective. Energy Procedia, 26, 67-73.
doi;10.1016/J.EGYPR0.2012.06.011.

Hellemo, L., Midthun, K., Tomasgard, A., & Werner, A. (2013). Multi-stage
stochastic programming for natural gas infrastructure design with a production
perspective. In Stochastic Programming : Applications in Finance, Energy,
Planning and Logistics (pp. 259-288). doij10.1142/9789814407519_0010.

Henning, H.-M., & Palzer, A. (2013). A comprehensive model for the German
electricity and heat sector in a future energy system with a dominant contribution
from renewable energy technologies - Part I: Methodology. Renewable and
Sustainable Energy Reviews, 30, 1003-1018. doi;10.1016/j.rser.2013.09.012.

Higle, J. L., & Sen, S. (1996). Stochastic decomposition. Springer Science & Business
Media. doi:10.1007/978-1-4615-4115-8.

Hilpert, S., Kaldemeyer, C., Krien, U., Gunther, S., Wingenbach, C., & Plessmann,
G. (2018). The Open Energy Modelling Framework (oemof) - A new approach to
facilitate open science in energy system modelling. Energy Strategy Reviews, 22,
16-25. doij10.1016/J.ESR.2018.07.001.

Hooker, J. N. (2012). Integrated methods for optimization. Springer Science &
Business Media. doij10.1007/978-1-4614-1900-6.

Jackson, J. R., & Grossmann, I. E. (2002). High-level optimization model for
the retrofit planning of process networks. Industrial and Engineering Chemistry
Research, 41, 3762-3770. doi:10.1021/1e010699x.

Jaehnert, S., Wolfgang, O., Farahmand, H., Véller, S., & Huertas-Hernando, D.
(2013). Transmission expansion planning in Northern Europe in 2030-Methodology
and analyses. Energy Policy, 61, 125-139. doi:10.1016/j .enpol.2013.06.020.

Kaut, M., Midthun, K. T., Werner, A. S., Tomasgard, A., Hellemo, L., & Fodstad,
M. (2014). Multi-horizon stochastic programming. Computational Management
Science, 11, 179-193. doi{10.1007/510287-013-0182-6.

Kavvadias, K., Gonzalez, 1. H., Zucker, A., & Quoilin, S. (2018). Integrated modelling
of future EU power and heat systems. Technical Report European Comission.
doii10.2760/860626.

33


http://dx.doi.org/10.1007/BF02592954/METRICS
http://dx.doi.org/10.1007/BF02592954/METRICS
http://dx.doi.org/10.1016/0098-1354(89)85067-7
http://dx.doi.org/10.1016/0098-1354(89)85067-7
http://dx.doi.org/10.1007/978-3-662-44972-1_2
http://dx.doi.org/10.1016/J.EGYPRO.2012.06.011
http://dx.doi.org/10.1142/9789814407519_0010
http://dx.doi.org/10.1016/j.rser.2013.09.012
http://dx.doi.org/10.1007/978-1-4615-4115-8
http://dx.doi.org/10.1016/J.ESR.2018.07.001
http://dx.doi.org/10.1007/978-1-4614-1900-6
http://dx.doi.org/10.1021/ie010699x
http://dx.doi.org/10.1016/j.enpol.2013.06.020
http://dx.doi.org/10.1007/S10287-013-0182-6
http://dx.doi.org/10.2760/860626

4. Concluding remarks and future research

Kitzing, L., & Garzon Gonzédlez, M. (2020). Market arrangements for off-
shore wind energy networks.  Technical Report Technical University of
Denmark. URL: https://backend.orbit.dtu.dk/ws/portalfiles/portal/
222047192/NSON_DK_WP5_offshore_market_arrangements_final.pdf.

Krishnan, V., Ho, J., Hobbs, B. F., Liu, A. L., McCalley, J. D., Shahidehpour, M.,
& Zheng, Q. P. (2016). Co-optimization of electricity transmission and generation
resources for planning and policy analysis: Review of concepts and modeling
approaches. Energy Systems, 7, 297-332. doi:10.1007/512667-015-0158-4.

Kronqvist, J., Bernal, D. E., & Grossmann, I. E. (2020). Using regularization and
second order information in outer approximation for convex MINLP. Mathematical
Programming, 180, 285—-310. doi;10.1007/510107-018-1356-3.

Lara, C. L., Mallapragada, D. S., Papageorgiou, D. J., Venkatesh, A., & Grossmann,
I. E. (2018). Deterministic electric power infrastructure planning: Mixed-integer
programming model and nested decomposition algorithm. Furopean Journal of
Operational Research, 271, 1037-1054. doi;10.1016/J.EJOR.2018.05.039.

Lara, C. L., Siirola, J. D., & Grossmann, I. E. (2020). Electric power infrastructure
planning under uncertainty: Stochastic dual dynamic integer programming
(SDDiP) and parallelization scheme. Optimization and Engineering, 21, 1243-1281.
doi;10.1007/511081-019-09471-0,

Lemarechal, C., Nemirovskii, A., & Nesterov, Y. (1995). New variants of bundle
methods. Mathematical Programming, Series B, 69, 111-147. doii10.1007/
BF01585555.

Li, C., Conejo, A. J., Liu, P., Omell, B. P., Siirola, J. D., & Grossmann, 1. E.
(2022). Mixed-integer linear programming models and algorithms for generation
and transmission expansion planning of power systems. FEuropean Journal of
Operational Research, 297, 1071-1082. doi:10.1016/J.EJOR.2021.06.024.

Li, C., & Grossmann, I. E. (2019). A generalized Benders decomposition-based
branch and cut algorithm for two-stage stochastic programs with nonconvex
constraints and mixed-binary first and second stage variables. Journal of Global
Optimization, 75, 247-272. doi;10.1007/510898-019-00816- 8.

Li, T., Eremia, M., & Shahidehpour, M. (2008). Interdependency of natural gas
network and power system security. IEEE Transactions on Power Systems, 23,
1817-1824. doi:10.1109/TPWRS.2008.2004739.

Li, X., Tomasgard, A., & Barton, P. I. (2017). Natural gas production network
infrastructure development under uncertainty. Optimization and Engineering, 18,
35—62. doi;10.1007/511081-016-9322-5.

Linares, P., Javier Santos, F., Ventosa, M., & Lapiedra, L. (2008). Incorporating
oligopoly, CO2 emissions trading and green certificates into a power generation
expansion model. Automatica, 44, 1608-1620. doi:10.1016/J.AUTOMATICA.2008!
03.006.

34


https://backend.orbit.dtu.dk/ws/portalfiles/portal/222047192/NSON_DK_WP5_offshore_market_arrangements_final.pdf
https://backend.orbit.dtu.dk/ws/portalfiles/portal/222047192/NSON_DK_WP5_offshore_market_arrangements_final.pdf
http://dx.doi.org/10.1007/s12667-015-0158-4
http://dx.doi.org/10.1007/S10107-018-1356-3
http://dx.doi.org/10.1016/J.EJOR.2018.05.039
http://dx.doi.org/10.1007/S11081-019-09471-0
http://dx.doi.org/10.1007/BF01585555
http://dx.doi.org/10.1007/BF01585555
http://dx.doi.org/10.1016/J.EJOR.2021.06.024
http://dx.doi.org/10.1007/s10898-019-00816-8
http://dx.doi.org/10.1109/TPWRS.2008.2004739
http://dx.doi.org/10.1007/S11081-016-9322-5
http://dx.doi.org/10.1016/J.AUTOMATICA.2008.03.006
http://dx.doi.org/10.1016/J.AUTOMATICA.2008.03.006

Liu, Y., Sioshansi, R., & Conejo, A. J. (2017). Multistage stochastic investment
planning with multiscale representation of uncertainties and decisions. IEEE Trans-
actions on Power Systems, 33, 7T81-791. doi;10.1109/TPWRS.2017.2694612,

Lgkketangen, A., & Woodruff, D. L. (1996). Progressive hedging and tabu search
applied to mixed integer (0,1) multistage stochastic programming. Journal of
Heuristics, 2, 111-128. doi:10.1007/BF00247208.

Liith, A., Seifert, P. E., Egging-Bratseth, R., & Weibezahn, J. (2023). How to
connect energy islands: Trade-offs between hydrogen and electricity infrastructure.
Applied Energy, 341, 121045. doi{10.1016/J . APENERGY.2023. 121045|

Maggioni, F., Allevi, E., & Tomasgard, A. (2020). Bounds in multi-horizon stochastic
programs. Annals of Operations Research, 292, 605-625. doi{10.1007/510479-
019-03244-9.

Martin, M., & Grossmann, I. E. (2011). Energy optimization of hydrogen production
from lignocellulosic biomass. Computers & Chemical Engineering, 35, 1798-1806.
d0i:10.1016/J.COMPCHEMENG.2011.03.002.

Martinez-Mares, A., & Fuerte-Esquivel, C. R. (2012). A unified gas and power flow
analysis in natural gas and electricity coupled networks. IEEE Transactions on
Power Systems, 27, 2156-2166. doii10.1109/TPWRS.2012.2191984.

Mazzi, N., Grothey, A., McKinnon, K., & Sugishita, N. (2021). Benders
decomposition with adaptive oracles for large scale optimization. Mathematical
Programming Computation, 13, 683-703. doij10.1007/512532-020-00197- 0

Mitra, S., Garcia-Herreros, P., & Grossmann, I. E. (2016). A cross-decomposition
scheme with integrated primal-dual multi-cuts for two-stage stochastic program-
ming investment planning problems. Mathematical Programming, 157, 95-119.
doii10.1007/510107-016-1001-y.

Mohammadi, M., Noorollahi, Y., Mohammadi-ivatloo, B., & Yousefi, H. (2017).
Energy hub: From a model to a concept — A review. Renewable and Sustainable
Energy Reviews, 80, 1512-1527. doi:10.1016/J.RSER.2017.07.030.

Moreno-Benito, M., Agnolucci, P., & Papageorgiou, L. G. (2017). Towards a
sustainable hydrogen economy: Optimisation-based framework for hydrogen
infrastructure development. Computers €& Chemical Engineering, 102, 110-127.
doi:10.1016/J.COMPCHEMENG.2016.08.005.

Mouret, S., Grossmann, I. E., & Pestiaux, P. (2011). A new Lagrangian
decomposition approach applied to the integration of refinery planning and
crude-oil scheduling. Computers € Chemical Engineering, 35, 2750-2766.
do0i:10.1016/J.COMPCHEMENG.2011.03.026.

Mulvey, J. M., & Ruszczynski, A. (1995). A new scenario decomposition method

for large-scale stochastic optimization. Operations Research, 43, 477-490.
doi{10.1287/0PRE.43.3.477.

35


http://dx.doi.org/10.1109/TPWRS.2017.2694612
http://dx.doi.org/10.1007/BF00247208
http://dx.doi.org/10.1016/J.APENERGY.2023.121045
http://dx.doi.org/10.1007/S10479-019-03244-9
http://dx.doi.org/10.1007/S10479-019-03244-9
http://dx.doi.org/10.1016/J.COMPCHEMENG.2011.03.002
http://dx.doi.org/10.1109/TPWRS.2012.2191984
http://dx.doi.org/10.1007/s12532-020-00197-0
http://dx.doi.org/10.1007/s10107-016-1001-y
http://dx.doi.org/10.1016/J.RSER.2017.07.030
http://dx.doi.org/10.1016/J.COMPCHEMENG.2016.08.005
http://dx.doi.org/10.1016/J.COMPCHEMENG.2011.03.026
http://dx.doi.org/10.1287/OPRE.43.3.477

4. Concluding remarks and future research

Mulvey, J. M., & Vladimirou, H. (1991). Applying the progressive hedging algorithm
to stochastic generalized networks. Annals of Operations Research, 31, 399-424.
doiil0.1007/BF02204860/METRICS.

Munoz, F. D., Hobbs, B. F., Ho, J. L., & Kasina, S. (2014). An engineering-
economic approach to transmission planning under market and regulatory
uncertainties: WECC case study. IFEE Transactions on Power Systems, 29,
307-317. doi:10.1109/TPWRS.2013.2279654.

Munoz, F. D., Hobbs, B. F., & Watson, J. P. (2016). New bounding and
decomposition approaches for MILP investment problems: Multi-area transmission
and generation planning under policy constraints. European Journal of Operational
Research, 248, 888-898. doi;10.1016/J.EJOR.2015.07.057.

Najafi, A., Falaghi, H., Contreras, J., & Ramezani, M. (2016). Medium-term energy
hub management subject to electricity price and wind uncertainty. Applied Energy,
168, 418-433. doi;10.1016/J.APENERGY.2016.01.074l

Nava, R. G. (2022). Spatial and temporal hierarchical decomposition methods for
the optimal power flow problem. Ph.D. thesis The University of Edinburgh. URL:
https://era.ed.ac.uk/handle/1842/39667.

Neptune Energy (2023). PosHYdon pilot, Dutch North Sea. URL: https:
//www.neptuneenergy.com/esg/poshydon-hydrogen-pilot.

Nocedal, J., & Wright, S. (2006). Numerical optimization. Springer New York.
doijl0.1007/B98874.

North Sea Wind Power Hub Programme (2020). North Sea wind power hub. URL:
https://northseawindpowerhub.eu/!|

Nunes, J. B., Mahmoudi, N., Saha, T. K., & Chattopadhyay, D. (2018). A stochastic
integrated planning of electricity and natural gas networks for Queensland,
Australia considering high renewable penetration. FEnergy, 153, 539-553.
doif10.1016/J.ENERGY.2018.03.116.

Oliveira, F., Grossmann, I. E., & Hamacher, S. (2014). Accelerating Benders
stochastic decomposition for the optimization under uncertainty of the petroleum
product supply chain. Computers & Operations Research, 49, 47-58. doi:10.
1016/J.COR.2014.03.021.

Oliveira, F., Gupta, V., Hamacher, S., & Grossmann, I. E. (2013). A Lagrangean
decomposition approach for oil supply chain investment planning under uncertainty
with risk considerations. Computers & Chemical Engineering, 50, 184-195.
d0i{10.1016/J.COMPCHEMENG.2012.10.012.

Ottesen, S. O., & Tomasgard, A. (2015). A stochastic model for scheduling energy
flexibility in buildings. Energy, 88, 364-376. doi{10.1016/J.ENERGY.2015.05.
049.

Ottesen, S. O., Tomasgard, A., & Fleten, S. E. (2016). Prosumer bidding and
scheduling in electricity markets. FEnergy, 94, 828-843. doi:10.1016/J.ENERGY |
2015.11.047.

36


http://dx.doi.org/10.1007/BF02204860/METRICS
http://dx.doi.org/10.1109/TPWRS.2013.2279654
http://dx.doi.org/10.1016/J.EJOR.2015.07.057
http://dx.doi.org/10.1016/J.APENERGY.2016.01.074
https://era.ed.ac.uk/handle/1842/39667
https://www.neptuneenergy.com/esg/poshydon-hydrogen-pilot
https://www.neptuneenergy.com/esg/poshydon-hydrogen-pilot
http://dx.doi.org/10.1007/B98874
https://northseawindpowerhub.eu/
http://dx.doi.org/10.1016/J.ENERGY.2018.03.116
http://dx.doi.org/10.1016/J.COR.2014.03.021
http://dx.doi.org/10.1016/J.COR.2014.03.021
http://dx.doi.org/10.1016/J.COMPCHEMENG.2012.10.012
http://dx.doi.org/10.1016/J.ENERGY.2015.05.049
http://dx.doi.org/10.1016/J.ENERGY.2015.05.049
http://dx.doi.org/10.1016/J.ENERGY.2015.11.047
http://dx.doi.org/10.1016/J.ENERGY.2015.11.047

Ozdemir, O., Munoz, F. D., Ho, J. L., & Hobbs, B. F. (2016). Economic analysis
of transmission expansion planning with price-responsive demand and quadratic
losses by successive LP. IEEE Transactions on Power Systems, 31, 1096-1107.
doi{10.1109/TPWRS.2015.2427799.

Palzer, A., & Henning, H. M. (2014). A comprehensive model for the German
electricity and heat sector in a future energy system with a dominant contribution
from renewable energy technologies — Part II: Results. Renewable and Sustainable
Energy Reviews, 30, 1019-1034. doi:10.1016/J.RSER.2013.11.032.

Pan, M., Smith, R., & Bulatov, I. (2013). A novel optimization approach of improving
energy recovery in retrofitting heat exchanger network with exchanger details.
Energy, 57, 188-200. doij10.1016/J.ENERGY.2012.10.056.

Pedersen, T. T., Gotske, E. K., Dvorak, A., Andresen, G. B., & Victoria, M. (2022).
Long-term implications of reduced gas imports on the decarbonization of the
FEuropean energy system. Joule, 6, 1566-1580. doii10.1016/J.J0ULE.2022.06.
023.

Philpott, A. B., Craddock, M., & Waterer, H. (2000). Hydro-electric unit commitment
subject to uncertain demand. FEuropean Journal of Operational Research, 125,
410-424. doi:10.1016/50377-2217(99)00172- 1.

Preston, N., Maroufmashat, A., Riaz, H., Barbouti, S., Mukherjee, U., Tang, P.,
Wang, J., Haghi, E., Elkamel, A., & Fowler, M. (2020). How can the integration
of renewable energy and power-to-gas benefit industrial facilities? From techno-
economic, policy, and environmental assessment. International Journal of Hydrogen
Energy, 45, 26559-26573. doi;10.1016/J.IJHYDENE.2020.07.040.

Qadrdan, M., Wu, J., Jenkins, N., & Ekanayake, J. (2014). Operating strategies
for a GB integrated gas and electricity network considering the uncertainty in
wind power forecasts. IFEFE Transactions on Sustainable Energy, 5, 128-138.
doi;10.1109/TSTE.2013.2274818.

Reufl, M., Grube, T., Robinius, M., & Stolten, D. (2019). A hydrogen supply chain
with spatial resolution: Comparative analysis of infrastructure technologies in
Germany. Applied Energy, 247, 438-453. doii10.1016/J.APENERGY.2019.04|
064.

Rodriguez, J. A., Anjos, M. F., Coté, P., & Desaulniers, G. (2021). Accelerating
Benders decomposition for short-term hydropower maintenance scheduling.
European Journal of Operational Research, 289, 240-253. doi;10.1016/J.EJOR.
2020.06.041!

van Rossum, R., Jens, J., La Guardia, G., Wang, A., Kiithnen, L., & Overgaag, M.
(2022). European hydrogen backbone. Technical Report European Hydrogen
Backbone. URL: https://ehb.eu/files/downloads/ehb-report-220428-
17h00-interactive-1.pdf!

Salerno, 1., Anjos, M. F., Mckinnon, K., & Gémez-Herrera, J. A. (2021). Adaptable
energy management system for smart buildings. Journal of Building Engineering,
44, 2352-7102. doi;10.1016/].jobe.2021.102748.

37


http://dx.doi.org/10.1109/TPWRS.2015.2427799
http://dx.doi.org/10.1016/J.RSER.2013.11.032
http://dx.doi.org/10.1016/J.ENERGY.2012.10.056
http://dx.doi.org/10.1016/J.JOULE.2022.06.023
http://dx.doi.org/10.1016/J.JOULE.2022.06.023
http://dx.doi.org/10.1016/S0377-2217(99)00172-1
http://dx.doi.org/10.1016/J.IJHYDENE.2020.07.040
http://dx.doi.org/10.1109/TSTE.2013.2274818
http://dx.doi.org/10.1016/J.APENERGY.2019.04.064
http://dx.doi.org/10.1016/J.APENERGY.2019.04.064
http://dx.doi.org/10.1016/J.EJOR.2020.06.041
http://dx.doi.org/10.1016/J.EJOR.2020.06.041
https://ehb.eu/files/downloads/ehb-report-220428-17h00-interactive-1.pdf
https://ehb.eu/files/downloads/ehb-report-220428-17h00-interactive-1.pdf
http://dx.doi.org/10.1016/j.jobe.2021.102748

4. Concluding remarks and future research

Schulze, T., Grothey, A., & McKinnon, K. (2017). A stabilised scenario decomposition
algorithm applied to stochastic unit commitment problems. FEuropean Journal of
Operational Research, 261, 247-259. doi;10.1016/J.EJOR.2017.02.005.

Seck, G. S., Hache, E., Sabathier, J., Guedes, F., Reigstad, G. A., Straus, J.,
Wolfgang, O., Ouassou, J. A., Askeland, M., Hjorth, I., Skjelbred, H. I., Andersson,
L. E., Douguet, S., Villavicencio, M., Triiby, J., Brauer, J., & Cabot, C. (2022).
Hydrogen and the decarbonization of the energy system in europe in 2050: A
detailed model-based analysis. Renewable and Sustainable Energy Reviews, 167,
112779. doii10.1016/J.RSER.2022.112779.

Séguin, S., Fleten, S. E., Coté, P., Pichler, A., & Audet, C. (2017). Stochastic
short-term hydropower planning with inflow scenario trees. Furopean Journal of
Operational Research, 259, 1156-1168. doi;10.1016/J.EJOR.2016.11.028.

Seo, S. K., Yun, D. Y., & Lee, C. J. (2020). Design and optimization of a hydrogen
supply chain using a centralized storage model. Applied Energy, 262, 114452.
doii10.1016/J.APENERGY.2019.114452,

Singh, K. J., Philpott, A. B., & Kevin Wood, R. (2009). Dantzig-Wolfe decomposition
for solving multistage stochastic capacity-planning problems. Operations Research,
57, 1271-1286. doi:10.1287/0PRE.1080.0678.

Skar, C., Doorman, G., Pérez-Valdés, G. A., & Tomasgard, A. (2016). A
multi-horizon stochastic programming model for the European power sys-
tem. URL: https://www.ntnu.no/documents/7414984/202064323/1_Skar_
ferdig.pdf/855f0c3c-81db-440d-9f76-cfd91af0d6fol

Staffell, I., Brett, D., Brandon, N., & Hawkes, A. (2012). A review of domestic
heat pumps. FEnergy & Environmental Science, 5, 9291-9306. doi:10.1039/
C2EE22653G.

Strbac, G., Aunedi, M., Pudjianto, D., Djapic, P., Teng, F., Sturt, A.,
Jackravut, D., Sansom, R., Yufit, V., & Brandon, N. (2012). Strategic
assessment of the role and walue of energy storage systems in the UK
low carbon energy future. Technical Report Imperial College London.
URL: https://www.imperial.ac.uk/media/imperial-college/energy-
futures-lab/research/Strategic-Assessment-of-the-Role-and-Value-
of-Energy-Storage-in-the-UK.pdf.

Sunny, N., Mac Dowell, N., & Shah, N. (2020). What is needed to deliver carbon-
neutral heat using hydrogen and CCS? FEnergy & Environmental Science, 13,
4204-4224. doi:10.1039/DOEEO2016H.

Tarhan, B., Grossmann, 1. E., & Goel, V. (2009). Stochastic programming approach
for the planning of offshore oil or gas field infrastructure under decision-dependent
uncertainty. Industrial and Engineering Chemistry Research, 48, 3078-3097.
doii10.1021/IE8013549/ASSET/IMAGES/MEDIUM/IE-2008-013549_0018.GIF.

Terrazas-Moreno, S., Trotter, P. A., & Grossmann, 1. E. (2011). Temporal
and spatial Lagrangean decompositions in multi-site, multi-period production

38


http://dx.doi.org/10.1016/J.EJOR.2017.02.005
http://dx.doi.org/10.1016/J.RSER.2022.112779
http://dx.doi.org/10.1016/J.EJOR.2016.11.028
http://dx.doi.org/10.1016/J.APENERGY.2019.114452
http://dx.doi.org/10.1287/OPRE.1080.0678
https://www.ntnu.no/documents/7414984/202064323/1_Skar_ferdig.pdf/855f0c3c-81db-440d-9f76-cfd91af0d6f0
https://www.ntnu.no/documents/7414984/202064323/1_Skar_ferdig.pdf/855f0c3c-81db-440d-9f76-cfd91af0d6f0
http://dx.doi.org/10.1039/C2EE22653G
http://dx.doi.org/10.1039/C2EE22653G
https://www.imperial.ac.uk/media/imperial-college/energy-futures-lab/research/Strategic-Assessment-of-the-Role-and-Value-of-Energy-Storage-in-the-UK.pdf
https://www.imperial.ac.uk/media/imperial-college/energy-futures-lab/research/Strategic-Assessment-of-the-Role-and-Value-of-Energy-Storage-in-the-UK.pdf
https://www.imperial.ac.uk/media/imperial-college/energy-futures-lab/research/Strategic-Assessment-of-the-Role-and-Value-of-Energy-Storage-in-the-UK.pdf
http://dx.doi.org/10.1039/D0EE02016H
http://dx.doi.org/10.1021/IE8013549/ASSET/IMAGES/MEDIUM/IE-2008-013549_0018.GIF

planning problems with sequence-dependent changeovers. Computers & Chemical
Engineering, 35, 2913-2928. doi:10.1016/J.COMPCHEMENG.2011.01.004.

Tosatto, A., Beseler, X. M., Ostergaard, J., Pinson, P., & Chatzivasileiadis, S. (2022).
North Sea energy islands: Impact on national markets and grids. Energy Policy,
167, 112907. doi;10.1016/J.ENPOL.2022.112907.

Trodden, P. A., Bukhsh, W. A., Grothey, A., & McKinnon, K. I. (2014).
Optimization-based Islanding of power networks using piecewise linear AC power
flow. IEEE Transactions on Power Systems, 29, 1212-1220. doi:10.1109/TPWRS.
2013.2291660.

Van Slyke, R. M., & Wets, R. (1969). Optimal control and stochastic programming.
SIAM Journal on Applied Mathematics, 17, 638-663. doi:10.1137/0117061.

Vralstad, T., Saasen, A., Fjer, E., @Qia, T., Ytrehus, J. D., & Khalifeh, M. (2019).
Plug & abandonment of offshore wells: Ensuring long-term well integrity and
cost-efficiency. Journal of Petroleum Science and Engineering, 173, 478-491.
d0i;10.1016/J.PETROL.2018.10.049.

Wang, Y., Pan, M., Bulatov, I., Smith, R., & Kim, J. K. (2012). Application of
intensified heat transfer for the retrofit of heat exchanger network. Applied Energy,
89, 45-59. doi:10.1016/J.APENERGY.2011.03.019.

Wang, Y., Wang, Y., Huang, Y., Yang, J., Ma, Y., Yu, H., Zeng, M., Zhang, F., &
Zhang, Y. (2019). Operation optimization of regional integrated energy system
based on the modeling of electricity-thermal-natural gas network. Applied Energy,
251, 113410. doi;10.1016/J.APENERGY.2019.113410.

Watson, J. P., & Woodruff, D. L. (2011). Progressive hedging innovations for a
class of stochastic mixed-integer resource allocation problems. Computational
Management Science, 8, 355-370. doi:10.1007/510287-010-0125-4/METRICS!.

Yee, T. F., & Grossmann, I. E. (1991). A screening and optimization approach
for the retrofit of heat-exchanger networks. Industrial & Engineering Chemistry
Research, 30, 146-162. doi;10.1021/1e00049a023|

Yongheng, J., Rodriguez, M. A., Harjunkoski, I., & Grossmann, I. E. (2014). Optimal
supply chain design and management over a multi-period horizon under demand
uncertainty. Part II: A Lagrangean decomposition algorithm. Computers &
Chemical Engineering, 62, 211-224. doi{10.1016/J.COMPCHEMENG.2013.11.014.

Yue, X., Pye, S., DeCarolis, J., Li, F. G., Rogan, F., & Gallachoir, B. (2018). A review
of approaches to uncertainty assessment in energy system optimization models.
Energy Strategy Reviews, 21, 204-217. doi{10.1016/J.ESR.2018.06.003.

Zakeri, G., Philpott, A., & Ryan, D. (2000). Inexact cuts in Benders decomposition.
SIAM Journal on Optimization, 10, 643-657. doi:10.1137/51052623497318700.

Zare Oskouei, M., Mohammadi-Ivatloo, B., Abapour, M., Shafiee, M., & Anvari-
Moghaddam, A. (2021). Techno-economic and environmental assessment of
the coordinated operation of regional grid-connected energy hubs considering

39


http://dx.doi.org/10.1016/J.COMPCHEMENG.2011.01.004
http://dx.doi.org/10.1016/J.ENPOL.2022.112907
http://dx.doi.org/10.1109/TPWRS.2013.2291660
http://dx.doi.org/10.1109/TPWRS.2013.2291660
http://dx.doi.org/10.1137/0117061
http://dx.doi.org/10.1016/J.PETROL.2018.10.049
http://dx.doi.org/10.1016/J.APENERGY.2011.03.019
http://dx.doi.org/10.1016/J.APENERGY.2019.113410
http://dx.doi.org/10.1007/S10287-010-0125-4/METRICS
http://dx.doi.org/10.1021/ie00049a023
http://dx.doi.org/10.1016/J.COMPCHEMENG.2013.11.014
http://dx.doi.org/10.1016/J.ESR.2018.06.003
http://dx.doi.org/10.1137/S1052623497318700

4. Concluding remarks and future research

high penetration of wind power. Journal of Cleaner Production, 280, 124275.
doi:10.1016/J.JCLEPR0O.2020.124275!

Zhang, A., Zhang, H., Qadrdan, M., Li, X., & Li, Q. (2017). Energy hub based
electricity generation system design for an offshore platform considering CO2-
mitigation. Energy Procedia, 142, 3597-3602. doi;10.1016/J.EGYPR0.2017.12.
250.

Zhang, H., Grossmann, I. E., Knudsen, B. R., McKinnon, K., Nava, R. G., &
Tomasgard, A. (2023a). Integrated investment, retrofit and abandonment planning
of energy systems with short-term and long-term uncertainty using enhanced
Benders decomposition. arXiv preprint. doi;10.48550/arXiv.2303.09927.

Zhang, H., Mazzi, N., McKinnon, K., Nava, R. G., & Tomasgard, A. (2022a). A
stabilised Benders decomposition with adaptive oracles for large-scale stochastic
programming with short-term and long-term uncertainty. arXiv preprint.
doii10.48550/arXiv.2209.03471.

Zhang, H., Mor Domeénech, E., Grossmann, 1. E., & Tomasgard, A. (2023b).
Decomposition methods for multi-horizon stochastic programming. Research
Square preprint. doi;10.21203/RS.3.RS-3258743/V1.

Zhang, H., Tomasgard, A., Knudsen, B. R., & Grossmann, I. E. (2022b). Offshore
energy hubs in the decarbonisation of the Norwegian continental shelf. In ASME
2022 J1st International Conference on Ocean, Offshore and Arctic Engineering
(p. VO10T11A044). volume 10: Petroleum Technology. doi;10.1115/0MAE2022 -
78551.

Zhang, H., Tomasgard, A., Knudsen, B. R., Svendsen, H. G., Bakker, S. J., &
Grossmann, I. E. (2022¢). Modelling and analysis of offshore energy hubs. Energy,
261, 125219. doii10.1016/J.ENERGY.2022.125219.

Zlotnik, A., Roald, L., Backhaus, S., Chertkov, M., & Andersson, G. (2017).
Coordinated scheduling for interdependent electric power and natural gas
infrastructures. IFEFE Transactions on Power Systems, 32, 600-610. doi:10.
1109/TPWRS.2016.2545522.

Zou, J., Ahmed, S., & Sun, X. A. (2019). Stochastic dual dynamic integer
programming. Mathematical Programming, 175, 461-502. doi;10.1007/510107 -
018-1249-5.

Zverovich, V., Fabian, C. L., Ellison, E. F., & Mitra, G. (2012). A computational
study of a solver system for processing two-stage stochastic LPs with enhanced
Benders decomposition. Mathematical Programming Computation, 4, 211-238.
doii10.1007/s12532-012-0038- z.

40


http://dx.doi.org/10.1016/J.JCLEPRO.2020.124275
http://dx.doi.org/10.1016/J.EGYPRO.2017.12.250
http://dx.doi.org/10.1016/J.EGYPRO.2017.12.250
http://dx.doi.org/10.48550/arXiv.2303.09927
http://dx.doi.org/10.48550/arXiv.2209.03471
http://dx.doi.org/10.21203/RS.3.RS-3258743/V1
http://dx.doi.org/10.1115/OMAE2022-78551
http://dx.doi.org/10.1115/OMAE2022-78551
http://dx.doi.org/10.1016/J.ENERGY.2022.125219
http://dx.doi.org/10.1109/TPWRS.2016.2545522
http://dx.doi.org/10.1109/TPWRS.2016.2545522
http://dx.doi.org/10.1007/S10107-018-1249-5
http://dx.doi.org/10.1007/S10107-018-1249-5
http://dx.doi.org/10.1007/s12532-012-0038-z

Papers






Paper |

Modelling and analysis of offshore
energy hubs

Hongyu Zhang, Asgeir Tomasgard, Brage Rugstad Knudsen,
Harald G. Svendsen, Steffen J. Bakker, Ignacio E. Grossmann

Published in Energy, Volume 261, Part A, 125219, 2022.

Abstract

Clean offshore energy hubs may become pivotal for efficient offshore wind power
generation and distribution. In addition, offshore energy hubs may provide
decarbonised energy supply for maritime transport, oil and gas recovery,
and offshore farming, while also enabling conversion and storage of liquefied
decarbonised energy carriers for export. In this paper, the role of offshore
energy hubs is investigated in the transition of an offshore energy system
towards a zero-emission energy supply. A mixed-integer linear programming
model is developed for investment planning and operational optimisation to
achieve decarbonisation at minimum cost. We consider offshore wind, solar,
energy hubs and subsea cables. A sensitivity analysis is conducted on CO2
tax, CO2 budget and the capacity of power from shore. The results show that:
(a) a hard carbon cap is necessary for stimulating a zero-emission offshore
energy system, (b) offshore wind integration and power from shore can more
than halve current emissions, but offshore energy hubs with storage may be
necessary for zero-emission production, and (c) at certain COs tax levels, the
system with offshore energy hubs can potentially reduce COs emissions by 49%
and energy losses by 10%, compared to a system with only offshore renewables,
gas turbines and power from shore.

Keywords: Clean offshore energy hub, Sensitivity analysis, Deterministic
mixed-integer linear programming model

.1 Introduction

Offshore wind is an important pillar in the energy transition worldwide (International
Energy Agency, [2020) to meet global and regional climate targets
Commission| [2020a). Offshore Energy Hubs (OEHs) and the hub-and-spoke concept,
offer a transnational and cross-sector solution for better harnessing offshore wind
and integration with the rest of the energy system (North Sea ind Power Hub
[Programme] 2021). An energy hub is a physical energy connection point with energy
storage where multiple energy carriers can be converted and conditioned
. This paper presents an optimisation model for the investment and operation
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of OEHs. It includes analyses of the functioning of OEHs in the transition of a
large-scale energy system towards integrating more renewable energy. A case study
is demonstrated in the North Sea as this region has huge potential for large-scale
offshore wind (European Commission) 2020b) and hydrogen production.

The energy transition is widely studied (Piacentino et al., 2019). It includes
research on the usage of both renewable energy technologies (Ostergaard et al., [2021)
and energy-efficient technologies (Vujanovic et al.|[2021). Transitioning to renewable
energy, such as, wind, solar, and green hydrogen (Kovac et al., [2021)), is a necessity
for the decarbonisation of energy systems (European Commission, 2022). Green
hydrogen produced from wind and solar power may play an essential role in the
transition. Offshore regions with potentially abundant renewable energy sources are
crucial for the global energy transition (Bosch et al., [2018). Therefore, we analyse
the potential value of offshore renewable technologies for the energy transition of a
regional offshore energy system and discuss how the study can be applied globally
to contribute to the global energy transition towards zero emission.

The existing literature reviewed below shows that OEHs may be a promising
option for producing green hydrogen offshore. The efficiency and cost analysis of
OEHs has shown that an OEH is efficient and cost-worthy in electro fuel applications
(Thommessen et al., [2021). However, the energy loss of a system with OEHs has not
been considered. In this paper, we aim to analyse the potential value of OEHs in
terms of energy losses. Producing green hydrogen offshore with OEHs and using the
hub generated electricity to firstly cover the nominal electrolyser capacity may be
cost competitive compared with current costs of grey and blue hydrogen (Singlitico
@, . The energy storage function of OEHs has not been considered, which
makes their OEH essentially a conversion and distribution hub. Offshore energy
storage can be crucial because of the potential massive capacity (Scafidi et al.| [2021).
Therefore, in this paper, we consider OEHs with offshore hydrogen storage, see
Figure [I.1] for an illustration.

In addition to distributing offshore energy to onshore systems with OEHs, existing
literature also investigates using OEHs for decarbonised energy supply for offshore
industries (Dincer et al.| 2021), including offshore oil and gas recovery (Zhang
let al., [2017), maritime cargo transport, and offshore farming (Mikkola et al., 2018).
The environmental value of OEHs has not been analysed in the literature. Cost
estimation of electrifying offshore fields with OEHs is presented in [Elgenedy et al.
. However, the cost data was not used for investment planning to analyse the
trade-off of technologies. The value of OEHs for offshore sectors on a large scale is
not sufficiently studied. Although green hydrogen is pointed out as promising storage
that can provide supply security for oil and gas operations, it was not analysed.

To bridge the gaps mentioned above, we develop a multi-carrier Mixed-Integer
Linear Programming (MILP) model for investment planning optimisation of an
offshore energy system with a high degree of operational details. We model a clean
OEH with hydrogen storage. We only consider producing green hydrogen from
electrolysis. To analyse the economic advantages of OEHs compared with other
technologies, we consider investments in offshore wind, offshore solar, OEHs and
Power From Shore (PFS). The investment planning model is applied to an offshore
energy system with the goal of decarbonising energy generation for offshore oil and gas
installations in a given region. The oil and gas industry involves multi-billion-dollar
investments and profits (Bret-Rouzaut et al., [2011) whose decarbonisation needs
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Figure I.1: Conceptual illustration of OEHs.

may trigger large-scale investments in OEHs. Offshore oil and gas is an important
offshore sector in many countries, and the North Sea region has the highest number
of offshore fields (Fazeres-Ferradosa et al.|[2019). Therefore, studying the value of
clean OEHs in the North Sea energy system may provide global insights.

The contributions of the paper are (1) an integrated investment and operational
model with the following features, (a) OEHs are modelled for a large-scale offshore
energy system, and (b) the hourly device-level energy consumption of platforms is
modelled; (2) the value of OEHs is analysed in the North Sea offshore energy system
transition towards zero-emission energy supply.

The outline of the paper is as follows: Section presents a literature review on
energy system planning methods and OEHs and introduces the background regarding
the production and decarbonisation of offshore oil and gas. Section gives the
problem description followed by modelling strategies and assumptions. Section
presents the MILP model and the case study. Section describes the case study
and input data. Section presents the results and analysis of the case study.
Section |.7 discusses the implications of the results and summaries the limitations of
the research. Section concludes the paper and suggests further research.

.2 Literature review

In this section, we review the literature on energy system planning methods and
OEHs and give a background on the production process of offshore fields and
corresponding decarbonisation issues.

1.2.1 Energy system planning methods

From an energy system planning perspective, the model in this paper is a bottom-up
multi-carrier energy flow model. For an extensive review on this topic, we refer to
[Farrokhifar et al. (2020). Bottom-up energy system models represent the equilibrium
of a part of the energy sector (Bohringer & Rutherford, [2008)). On the other hand,
top-down energy models try to depict the economy as a whole on a national level to
analyse the aggregated effects of energy policies in monetary units. In this paper, we
only use the bottom-up approach without considering the effect from a higher level
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using a soft-link or hard-link model because we are interested in the cost-optimal
system design under different policy and technical scenarios rather than analysing
its interaction with the macroeconomy.

For large-scale energy system planning problems, Linear Programming (LP) is
usually used because of its computational tractability and sufficiency in modelling
most investment and operational decisions and constraints. For example, energy
system planning models like EMPIRE (Backe et al., [2022), and GENeSYS-MOD
(Burandt et al.l 2018) are LP models. Even though LP may be sufficient when
dealing with very aggregated systems, for problems with lumpy investments (e.g.
OEHs or transmission lines), LP cannot capture the economic scale of the investment
decision, and MILP models are preferred . Mixed-integer nonlinear
programming is also used in a planning problem to capture the system operations
(Gupta & Grossmann, |2012). However, the computational difficulty may need to
be addressed first to make the problem solvable. Our model uses MILP to provide
more sensible investment decisions and avoid nonlinear constraints by simplifying
the problem to reduce computational costs.

.22 OEHs

The potential value and functioning of OEHs have drawn increased attention in
several sectors. In the offshore oil and gas sector, it has been found that creating
small energy hubs to import energy from various sources to offshore oil and gas
platforms can achieve a massive reduction of CO5 emissions in the UK continental
shelf (Elgenedy et al.| 2021). They mentioned that hydrogen energy storage is green
and provides supply security for oil and gas operations. Energy-hub-based electricity
system design for an offshore platform considering CO5 mitigation is presented in
[Zhang et al. (2017). By verifying the proposed approach on an existing platform, it
was found that COs tax may play a decisive role in emission mitigation of offshore
platforms. In addition to clean OEHs that utilise offshore wind, an OEH equipped
with large gas turbines was proposed in [Flérez-Orrego et al|(2021)). Such an OEH
serves as a centralised power generation system that offers higher efficiencies than
simpler in situ gas turbines (Flérez-Orrego et al., [2021]).

OEHs may allow for better harnessing of offshore wind to supply more stable
energy to offshore oil and gas platforms in the short run and export clean energy to
the continent in the long run. Connecting offshore wind in the North Sea via an
artificial island and hub-and-spoke form was shown in [Jansen et al.| (2022)) to be more
economical than a traditional point-to-point connection if 10 GW offshore wind is
built. Hydrogen-based OEHs also draw attention. An offshore artificial power-to-gas
island can produce and transport hydrogen through natural gas pipelines (Gondall
2019). Adding electrolysers to the offshore hub shows value in mitigating active
power variations and maintaining the voltage of the hub (Marchand et al., 2021).
Producing green hydrogen via OEHs to cover onshore energy demand and using hub
generated electricity first to cover nominal electrolyser capacity may have better
economic performance than producing hydrogen from natural gas (Singlitico et al.|
@. In addition, techno-economic analysis of offshore energy islands has shown
that producing hydrogen offshore may be more beneficial than onshore production
under some conditions. However, the development of offshore energy islands for
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electrical transmission and hydrogen production is not straightforward
et al., .

Studies have also been conducted on the impact of markets and the design of
markets in a system with OEHs. The impact of the North Sea energy islands on
national markets and grids is analysed in [Tosatto et al.| (2021) using a European
electricity market model and a FEuropean electricity network model, where the
authors found that social welfare increases but not for all the countries when the
North Sea energy hub is included in the system. Moreover, a separate offshore
bidding zone may lead to a more efficient offshore energy system with OEHs (Kitzing
[& Gonzélez, [2020). We consider a smaller system and focus on the optimal capacities
of new devices instead of analysing an extensive grid based on the assumption that
a certain amount of capacity of an OEH will be added. The deployment plan for
future European offshore grid development with an energy hub is analysed in
et al. . Unlike the study in this paper, they assume some scenarios of future
deployment of wind turbines and transmission lines and analyse the system operation
under different operational scenarios, including line fault, breaker failure, and bus
bar fault. Compared with our study, they focus more on system operation under
a predefined system configuration. We notice that in the study mentioned above,
where the focus is on national markets, grid, and system failure, the investment
planning and operations of OEHs are simplified. Therefore, we aim to contribute to
more detailed modelling of optimising investment planning and operation of OEHs.

In addition to OEHs, more research has been conducted on the onshore energy
system. The energy hub concept has been also used to increase the energy flexibility
in buildings (Ottesen & Tomasgard, [2015) and electricity markets (Jdegaard Ottesen
et al., . Energy hub is a promising option for exploiting the benefits of multi-
energy systems, such as coupled electricity and heating networks (Ayele et al., [2018),
integrated natural gas and electricity (Jayasuriya et al.|[2019) and electricity-thermal-
natural gas coupling system (Wang et al.| 2019). In addition, the design (Dolatabadi
et al., and management (Najafi et al., |[2016) of energy hubs with penetration
of intermittent wind power has been studied using stochastic programming. Using
energy hubs for coping with wind power volatility shows value in reducing operating
cost, wind power curtailment and COq emissions (Zare Oskouei et al.,[2021). Energy
hubs with power-to-gas and hydrogen storage can reduce emissions and produce
hydrogen for end-use applications (Preston et al.;|2020). Onshore energy hubs have
much more versatile configurations and functioning compared to OEHs. We refer the
readers to[Mohammadi et al.(2018) and Mohammadi et al.| (2017) for comprehensive
reviews on the research works on energy hubs.

1.2.3 Offshore oil and gas fields

From the studies on offshore field production optimisation (Gunnerud et al.| [2012)
and offshore field infrastructure planning (Tarhan et al., [2009), we can see that
platforms and fields vary a lot due to, amongst others, geological characteristics,
reserves, and remaining lifetimes. In the following, we present a typical composition
and production process of NCS platforms.

A North Sea field normally consists of topside structures and subsea production
systems. A topside structure typically consists of a processing plant, a utility

plant, drilling facilities, and a living quarter (Voldsund, 2014), see Figure
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Figure 1.2: Schematic of a topside structure of a typical North Sea oil and gas

platform, adapted from [Voldsund| (2014]).

The production plant receives and processes well streams. A visualisation of the
production process is presented in Figure [[.3. Major energy consumption takes place
in production plants. The energy demand of production plants is conventionally
fulfilled by gas turbines located in the utility plant. In 2014, gas turbines with waste
heat recovery units covered approximately 90% of all heat demand for operations on
the NCS (Mazzetti et al., [2014]).

1.2.4 Decarbonisation of offshore fields

Norway was the world’s third-largest exporter of natural gas in 2019 (Looney, .
Offshore oil and gas extraction was responsible for 26.6% (13.3 Mt CO4 equivalent)
of the total Norwegian greenhouse gases in 2020 (Statistics Norway}, 2020b)). Norway
steps up its climate goal to reduce emissions by 50% — 55% by 2030 compared to
1990 levels (Ministry of Climate and Environment|, 2020). Using OEHs to effectively
exploit offshore wind power to decarbonise the NCS energy system may contribute
to meeting Norway’s and Europe’s climate targets.

CO; tax is an important instrument for stimulating offshore energy system
decarbonisation. In 2022, the tax is about 79 €/tonne in Norway (Sean Bray, 2022)
with an ambition to increase it to 200 €/tonne by 2030 (Norwegian Petroleum|
Directoratel [2020a). In addition, the EU Emissions Trading System is a “cap and
trade” system that also includes the emissions on the NCS (Norwegian Petroleum
[Directorate, [2020a). Carbon tax and the emissions trading system make a total
carbon price of approximately 160 €/tonne. In this context, oil and gas companies
are undertaking considerable investments in decarbonisation solutions to address
climate goals, such as PFS and offshore wind. Oil and gas companies on the NCS
have set climate targets. For example, Equinor 2021) and Var Energy
(Var-Energil, 2019) aim to reduce greenhouse gas emissions by 40% by 2030, and
near zero emission by 2050.
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Figure 1.3: Schematic of a potential decarbonised offshore field production process. A
three-stage separator train separates well streams into produced water, oil, condensate
and gas. Typically the first stage separator takes out most of the water and gas at
arrival conditions. Fuel gas is taken from the first stage separator. The residual mix
of oil, gas and water is heated before entering the second stage separator. Produced
water is purified and discharged, and in some cases, reinjected into water injection
wells to maintain reservoir pressure. Water lift pumps will lift seawater for reinjection
if needed. Produced oil is pressurised by pumps and exported. Produced gas is used
as fuel gas, compressed and exported, reinjected via dedicated wells for enhanced oil
recovery or injected into the same wells for gas lift.

The grey dotted box includes the potential processes for decarbonisation. See Figure
for a visualisation of the processes in an OEH.

Technologies for decarbonisation exist, and the question is to find the best
mixture of such technologies at acceptable costs. There are four general approaches
to reducing offshore CO5 emissions, when maintaining a certain activity level:

(a) Reducing CO2 emissions by improving reservoir drainage and processing
energy efficiency (Bergmo & Grimstad) 2022). Water injection and gas injection are
common reservoir drainage strategies used on the NCS. Pumping, compression and
separation are major processes for handling produced fluids and gas in a processing
system. Injection and processing account for more than half of the power consumption
at the fields on the NCS.

(b) Increasing the energy efficiency of gas turbines. Due to the security of supply
requirements, gas turbines usually operate with a margin, which leads to a low
efficiency of around 33% (Lindegaard et al.| [2014). Adding bottoming cycles to the
existing gas turbines can improve their energy efficiency. However, unlike an onshore
energy system, weight and space limitations of an offshore installation restrict extra
devices like a bottoming cycle.

(¢) Supplying zero emission or low emission energy to offshore oil and gas
platforms. This includes PFS (Norwegian Petroleum Directorate, 2020b), switching
fuel from natural gas to ammonia or hydrogen, and connecting offshore wind farms
to platforms.

In the past years, several offshore fields have received PFS via HVDC/HVAC
cables (Riboldi & Nord| 2017). In Norway, the cost of abating COs emissions by
taking PFS can vary from less than 100 to almost 800 €/tonne (Norwegian Petroleum
[Directorate, 2020c). Many abatement projects bringing PFS, are in their planning
phase highly unprofitable even considering Norway’s plan to increase COs tax to
200 €/tonne in 2030. Besides, due to the capacity limits of the onshore system, the
available power is limited in some cases.

Offshore wind is another technology to supply clean power to platforms. Equinor’s
Hywind Tampen project aims to be operational by 2022 . The
combination of an offshore platform with a wind farm represents a potentially
good match for the offshore petroleum sector’s desire for renewable energy with the
offshore wind power industry’s desire for an early market (Svendsen et al.| [2011)). The
stability and control issues for an isolated offshore energy system consisting of a wind
farm and five platforms were addressed in [Svendsen et al. (2011)). Integrating large
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wind turbines into a stand-alone platform is theoretically possible, but requires more
operational and economic work to prove its feasibility (He et al., [2010). In |[Marvik
et al. (2013), authors found that local wind power production for matching the
offshore power demand improves both voltage- and frequency-stability in an offshore
system. An MILP model for determining optimal offshore grid structures for wind
power integration and power exchange named Net-Op was presented in
(2011). An extension of Net-Op that takes into account investment cost,
variability of wind/demand/power prices, and the benefit of power trade between
countries/price areas is presented in .

(d) Deploying carbon capture and storage. Storing COs in stable underground
formations, e.g., old and stable oil reservoirs, has a relatively long history. Since
1996, nearly one million tonnes of CO5 per year have been separated during the
natural gas process from the Sleipner Vest field and stored in the Utsira formation
(Norwegian Petroleum Directorate, 2020b).

The first two approaches have a limited impact on emission reduction, whereas the
third and fourth approaches can give up to 100% reduction. We focus on supplying
clean energy to offshore fields.

.3 Problem description

First, this section introduces the proposed offshore energy system planning problem
with OEHs. Then, we present the time and geographical structures with the aim of
reducing computational time of a potentially large problem. Finally, we state the
modelling assumptions.

The problem under consideration aims to make optimal investment and
operational decisions for the NCS energy system with OEHs, based on the energy
demand captured by the operational model. By solving such a problem, we aim
to find out under what conditions OEHs may benefit the system and how OEHs
operate with the rest of the system.

To model hourly energy demand, the following devices are considered: (a)
separators; (b) pumps: water injection pumps, water lift pumps, oil export pumps;
(c) compressors: gas injection compressors and gas export compressors. These devices
have existing capacities, and no investment is made in them. Moreover, we assume
that device efficiency, flow inlet/outlet pressures and hourly mass flow are given.

For the investments in decarbonisation solutions, we consider: (a) offshore
renewable energies (offshore wind and offshore solar); (b) OEHs (electrolysers,
hydrogen storage facilities and fuel cells); (¢) subsea cables (HVAC, HVDC and
offshore and onshore converter stations); (d) electric boilers; (e) platform located
batteries. The capital expenditures, fixed operational costs are assumed to be known.

The problem is to determine: (a) capacities of decarbonisation technologies,
and (b) operational strategies that include scheduling of generators, storage and
approximate power flow among regions to meet the energy demand with minimum
overall investment, operational and environmental costs.

1.3.1 Modelling strategies and assumptions

A multilevel control hierarchy was defined in [Foss et al. (2018), arguing that the
repetitive use of static models can solve many important petroleum production
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Figure 1.4: Tllustration of combined hierarchies, (adapted from [van der Heijde et al.

(2019)).

@ Investment nodes
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>

Time
Figure 1.5: Illustration of the linkage between investment planning and operational
time horizon.

optimisation problems. A multi-period MILP model is developed for an integrated
investment planning and operational problem that combines short-term and long-
term control hierarchies. Aggregation, clustering and time sampling
are used to address the multi-time-scale aspects (Kaut et al., [2014) and solve
a large-scale instance.

1.3.1.1 Time structure of the problem

The investment problem is optimised over a long-term horizon, e.g., a few decades.
The operational problem is optimised on an hourly basis based on investment
decisions. To combine these two control hierarchies without increasing much the
computational time, N representative slices are selected, each containing h hours,
and they are scaled up to represent a whole operational year. A visualisation of the
time structure is in Figure

We use a node formulation to link investment planning with the system operation.
An illustration of a planning problem is presented in Figure We define a point
in time where investments are made as an investment node ig. We then define the
entire operational problem succeeding an investment node as an operational node
i. Finally, the investment decision made in an investment node is examined by the
operational node succeeding the investment node.

1.3.1.2 Geographical structure of the problem

The problem potentially consists of many regions, and we implement a k-means
cluster method based on the locations of fields to reduce the problem size. There
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are two considerations when deciding the number of clusters. Firstly, we assume
the OEH connects the surrounding fields via HVAC cables; thus, only fields with a
feasible transmission distance (up to 100 km) are considered. Secondly, we assume
that the cluster centres are the locations for OEHs. We prevent clusters with too
few fields. For each cluster, we aggregate the individual fields into one larger field
with a distance to the OEH equal to the average distance of the individual fields,
and connect fields to OEH in hub-and-spoke form. Currently, we do not consider the
interconnection among fields and clusters, resulting in reasonably simple network
topology.

1.3.1.3 Assumptions

Each platform is assumed to be a typical North Sea platform with production
processes as shown in Figure [.3] The energy consumption of pumps, compressors
and separators can be formulated as a function of flow rate, pressure and temperature.
For simplicity, the pressure levels and temperatures are assumed to take values that
are typical on the North Sea, leading to a linear formulation. Kirchhoff voltage law
is omitted, and replaced by an energy flow model. We assume no mass loss during
production.

.4 Mathematical model

This section presents a deterministic MILP formulated for the multi-carrier energy
system investment planning problem with high degree of operational details. The
model includes a long-term investment planning horizon and a short-term operational
horizon. The integrated investment planning and operational model is partially
based upon the linear programming model developed in Mazzi et al. (2021). Integer
variables are used to improve the representation of the fixed capacity independent
investment costs. The complete MILP problem consists of Equations —.

The complete nomenclature of the model can be found in [[.A] The supplementary
definitions of some model parameters are presented in We use the conventions
that calligraphic capitalised Roman letters denote sets, upper case Roman and lower
case Greek letters denote parameters, and lower case Roman letters denote variables.
The indices are subscripts and name extensions are superscripts. The same lead
symbol represent the same type of thing. The names of variables, parameters, sets
and indices are single symbols.

.4.1 Objective function

mincINV—i-ch?PE (L.1)
ieT

The objective function, Equation ([.1), is to minimise the total investment (c!VV')

and operational (k>_,;.7 c?TF) costs over the planning horizon.
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.4.2 Investment planning constraints

The investment planning constraints are given by:

Z Z CIn'UV Inst C}g;’L’l/prl + K Z Z CFW ACC (123)

i€Zy pEP i€Z peP
Au’ stt Inst .
T, =X, T, pePiel (1.2b)
i€Z;

0 < 27" < Qi pePiel, (1)
0< e < X;W“, peP,ieT (1.2d)
Ypi €10,1,2, ..., Yy}, pePicly (12
i wpi” € RY (1.2f)
Ypi € Zg. (I.2g)

The total cost for investment planning, Equation , consists of actual investment
costs (comprising capacity-dependent and capacity-independent costs), as well as
fixed operating and maintenance costs. Here, k is a scaling factor that depends on
the time step between two successive investment nodes. Constraint states that
the accumulated capacity of a technology xACC in an operational node equals the sum
of the historical capacity X 7%* and newly invested capacities a:l 75t in its ancestor
investment nodes Z;. The integer variable y,,; gives the number of units of technology
p € P in investment node ¢ € Zy. Parameter (), represents the maximum capacity of
a technology unit, and parameter X 1])” %% denotes the maximum accumulated capacity
of a technology. Parameter Y, gives the maximum number of units that can be
installed for the different technologies.

1.4.3 Operational constraints

We now present the operational constraints in one operational node ¢. Note that we
omit index 7 in the operational model for ease of notation. Oil and gas recovery are
modelled as this is the most likely use in the short to medium term. The operational
constraints can be modified for other use, e.g., offshore fish farming, maritime,
transport, and others.
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L G , ShedP , ShedH , PFS Acc G , BE +
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ResG . AcceG _GShedP _GShedH .SHy+ SHy— SHy FE +
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The operational cost ¢?PF which is included in the objective function, Equation

, for each operational node i, is described by Equation that includes
total operating costs of generators C’fpg';, energy load shedding costs for heat
CShedH pShedll and power COhedPpShedP and electricity costs of onshore power
TEPpPES. C’gG includes the variable operational cost, fuel cost and the CO5 tax
charged on the emissions of generator g. Constraint ensures that the devices
including electric boilers b € B, electrolysers e € £, and fuel cells f € F are within
their capacity limits. Constraint dictates that the power generation of a gas
turbine pg*; plus the spinning reserve pf‘tesa must not exceed its capacity pg‘CCG.
Constraint states that the hydrogen storage level USStHy should be less than the
capacity vA°¢>HY_ Constraint dictates that the power charged pftE"’ should
be within the charging capacity. Constraint specifies that the discharging
power psstE ~ plus the power for reserve requirement pf¢*S¥ must not exceed the
discharging capacity. Constraint limits the energy storage level ¢5F to be
within the capacity ¢2°“*F. Constraint shows that the power flow pf is within
the transmission capacity pf‘c‘:L. Constraints and capture how fast gas
turbines and fuel cells can ramp up or ramp down their power output, respectively.
The parameters a? and a? are the maximum ramp rate of gas turbines and fuel cells,
respectively. The operating reserve requirement, Constraint , dictates that the
spinning reserve of gas turbines pftesc, plus the reserve of the electricity storage
pltesES must exceed the minimum reserve requirement, where 0¥ is a percentage
of the power load. The power nodal balance, Constraint ([.31), ensures that, in
one operational period ¢, the sum of total power generation of turbines pft, power

R AccR’ fuel

discharged from all the electricity storage pftE ~, renewable generation R.}p.

cell generation plfmt, power transmitted to this region, and load shed p3!¢4” equals

the sum of power demand P2F, power consumption of electric boilers pﬁE , power
consumption of all electrolysers p, power transmitted to other regions, and power
generation shed p&°"¢?”. The parameter RE is the capacity factor of renewable
unit that is a fraction of the nameplate capacity p°*®. The subset of a technology
in region z is represented by R, := {r € R : r is available in region z}, where R
can be replaced by other sets of technologies. The heat energy balance, Constraint
, states that the heat recovery of gas turbines 7751 TGpg*;, plus electric boiler heat
generation nprﬁE , plus heat load shed pfthEdH equals the heat demand P2 plus
the heat generation shed p&°"¢ . The hydrogen mass balance, Constraint ,
states that hydrogen produced by electrolyser equals the hydrogen injected into the
storage v3H¥+ | plus the hydrogen directly supplied to fuel cells . Constraint
restricts the discharged energy and the energy for reserve purpose to be less than
the energy storage level ¢5F. Constraint states that the state of charge ¢35 in
period ¢ + 1 depends on the previous state of charge ¢35, the charged power pftE *
and discharged power psStE ~. The parameter 5% represent the charging efficiency.
The parameter H; is the length of the period ¢. The hydrogen storage balance,

Constraint ([.3n]), shows that the hydrogen storage level vstHy at period t + 1 equals
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Figure 1.6: Tllustration of the NCS energy system with energy hubs. L1 — L5 (dotted
lines) are representative HVAC cables, while L6 — L10 (solid lines) are HVDC cables.
Black dots represent energy hubs and the red dots represent the onshore buses they
connect to. Points with different shapes and colours represent NCS oil and gas fields.

to storage level at the previous period, plus the hydrogen injected viHy+, minus

the hydrogen withdrawn vftHy_. Constraint restricts the total emission. The
parameter ;¥ is the CO, budget. The symbol Ef is the emission factor per unit
of power generated. The parameter W; is the length of a period after scaling. We
only consider emissions from the generators, but the model can easily be extended
to include other emissions. The complete MILP problem consists of Equations

CD-C3).

1.5 Case study

The case study is carried out on the North Sea part of the NCS, considering 66 fields.
The problem consists of 77 regions, divided into 66 fields, 5 OHEs and 5 onshore
buses. By using the clustering approach described in Section [[.3.1, the system can
be represented using 5 clusters and henceforth go from 77 regions to 15 regions. The
network topology is exemplified in Figure The power demand of platforms is
assumed to be initially entirely supplied by gas turbines, as only a limited number
of platforms receives PFS. Four representative months with hourly resolution are
selected and scaled up to represent a whole year. In the case study, parameter @,
is obtained from references. It is determined based on the nameplate capacity of
devices. The parameter Xé” %% is set to a big number.

The field area geometry data is obtained from [Norwegian Petroleum Directorate
. For each field, one coordinate is picked from the multipolygon as its
representative location. The representative location, attributed cluster and the
distance to its cluster centre for each field are summarised in Table [2]
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Figure 1.7: Production profile in the representative months.

One month from each season is selected. The production of fields in each
cluster is aggregated. A visualisation of the production data for each field in the
four representative months is presented in Figure [[.7] the data used for plotting is

available at |Zhang (2021)).

The operational data in the oil and gas industry is sensitive, and usually not
disclosed to the public. Aggregated data such as monthly or yearly production
of petroleum on the NCS can be obtained from [Norwegian Petroleum Directorate|
(2020Db)). One can also find monthly production and injection data for each field from
Norwegian Oil and Gas Association (2021) and [Norwegian Petroleum Directorate|
(2021). Neither of these can be directly used as inputs for this study due to the time
resolution difference. Therefore, reasonable data generation is necessary. Raw data
is collected from: (a) Norne (1998 —2006) and Volve (2008 — 2016) fields with hourly
production and injection data from [The LowEmission Research Centre, SINTEF|
(2020), and (b) monthly production and injection data of each field from |[Norwegian
|Oil and Gas Association (2021). We develop a data generation method that considers

the lifetimes of offshore fields (Zhang, 2021]).

We define a base case (Base) with offshore renewables, electric boiler, battery
and PFS as investment options. This case is then used as a benchmark to check
against the case with OEHs. The full model given by Equations - takes
approximately 2 hours to solve.
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.6 Results

We demonstrate the results of a static integrated investment planning and operational
problem given by Equations —, for a future point in time. The problem
consists of 461, 208 continuous variables, 100 integer variables and 980, 013 constraints.
The model was implemented in Julia 1.6.1 using JuMP (Dunning et al., [2017) and
solved with Gurobi 9.1.2 (Gurobi Optimization, LLC| [2021). The code was run
on a MacBook Pro with 2.4 GHz 8-core Intel Core i9 processor, with 64 GB of
RAM, running on macOS 11.6 Big Sur. The Julia code and data for the case study
have been made publicly available (Zhang) [2021). The integrated investment and
operational model given by Equations (]E — is solved to conduct sensitivity
analysis on CO5 tax, CO5 budget and the capacity of PFS. The results show that
a system with OEHs can reduce up to 49% COy emissions and 10% energy loss
compared with the one with only offshore renewables, gas turbines and PFS.

1.6.1 Energy system analysis
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Figure 1.8: Power consumption and supply (Only two lines are observable since
power supply and demand match exactly. OCGT power equals power demand at all
times).

In this section, we present results on energy consumption and CO emission of the

initial system. By post-processing, we verify the energy consumption of platforms
is of the same order of magnitude as the reported numbers. The resulted CO,
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Figure 1.9: Heat consumption and supply.

emission is 5.54 Mt/yr. In comparison, the reported total emission of the relevant
fields was 6.89 Mt in 2019 (Norwegian Petroleum Directorate| 2021). The emissions
from the model are expected to be lower than 6.89 Mt since not all emission sources
are considered. Based on [Nguyen et al.| (2014), one could assume that the major
processes considered in this study make up about 80% of the total load. Therefore,
5.54 Mt yearly emission is within the correct range, implying that the energy load
modelling is relatively accurate.
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Figure 1.10: Power demand in a year.
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clusterl cluster2 cluster3 cluster4 clusterb
Emission distribution 6.8% 5.5% 44.8% 11.7% 31.2%

Table 1.1: Emission distribution by cluster.

N
o
1

= % 750 4
S 1.5+ w
= =
5 1.0- =500
7 7]
@ 8
€ 0.5- 250
uE.I 0.5 I

o

0.0 T T T T T . 0+ T T T T T
100 200 300 400 500 100 200 300 400 500
CO, tax (EUR/) CO, tax (EUR/)
—— Base — OEH

Figure I.11: Emission and cost comparison (COs tax sensitivity analysis).

From Figure[[.8, we can see that the power output of the Open Cycle Gas Turbine
(OCGT) matches the power demand at every operational period. Heat recovery of
OCGTs is assumed to be the only heat source. Figure [[.9/shows that heat recovery of
OCGTs provides more than enough heat due to high electricity generation. We can
also see that energy consumption can vary significantly. A breakdown of electricity
load is shown in Figure[l.10] gas export compressors dominate the power consumption
in clusters 3 — 5. Water injection is the largest power consumer in cluster 2 since
there are some mature fields (e.g., Ekofisk) whose reservoir pressures are mainly
maintained by water injection. OCGT is the only energy and emission source in the
initial setup. Therefore, emission breakdown includes the emissions from the total
energy consumption of each region. Cluster 1 has the second smallest share of the
total energy consumption, with a considerable amount of power consumed by gas
injection. The fields in cluster 1, such as Grane, have the third-highest gas injection
level among the 66 fields. From Table we find that emission mainly comes from
the northern part of the North Sea.

1.6.2 Sensitivity analysis of CO- tax

This section presents the results of sensitivity analysis of CO5 tax. We introduce
COs tax and still keep the carbon budget inactive. We increase the carbon tax from
55 to 500 €/tonne with a step size of 5 €/tonne. PFS capacity limits are estimated
from [Norwegian Petroleum Directorate (2020c) and [Statistics Norway] (2020a). Note
that the cost of PFS may be underestimated since we only consider the costs of
subsea cables, onshore and offshore converter stations and electricity bills. In reality,
PFS projects may also involve investment in onshore transmission lines or onshore
power system capacity expansion. We analyse the results from three metrics: cost,
CO; emission and energy loss. Energy losses are from conversions, transmission,
and generation shed. The calculation is presented in

From Figure we can see that COy tax as a single instrument may not
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Figure 1.12: Energy loss (CO4 tax sensitivity analysis).
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Figure 1.13: Capacities of technologies in each cluster (COy tax sensitivity analysis),
hydrogen storage is measured in tonne.
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Figure 1.14: Emission and cost comparison (COy budget sensitivity analysis).

be enough to yield a zero emission system. We also find that near zero emission
can be achieved with a very high CO; tax. Therefore, a hard carbon cap may be
necessary for stimulating a zero emission system. When COs tax is 55 €/tonne,
the system reduces about 65% of the emissions compared to the initial 5.54 Mt/yr
emission. Approximately 84% of the emissions can be cut if CO4 tax is increased
to 200 €/tonne as planned. As OCGTs are replaced by renewable energy, energy
loss is reduced as well. OEHs can potentially reduce up to around 49% more COq
emission, and 5% total cost than the case with only offshore wind and PFS (Base) at
certain CO5 tax levels. From Figure we find that energy loss during production
accounts for 11% of the energy loss. OCGTs lose 18 GWh of energy during an
operational year. As production from wind turbines replaces gas turbines, energy
loss from OCGT is reduced. However, due to the lack of energy storage, electricity
generation shedding increases because wind power is shed. We find that OEHs can
effectively reduce electricity generation shedding, although it loses energy during
conversion. Overall, energy loss is up to 10% lower in the case of OEHs compared
with Base at certain tax levels.

From Figure we find that different clusters show different levels of sensitivity
to CO4 tax. Offshore wind is the first renewable energy solution that is added to the
system. Electric boilers are needed as offshore wind replaces gas turbines partially.
OEHs are installed when COs tax is above 290 €/tonne. Offshore solar is only added
in cluster 5 under very high COs tax levels. OCGTs still operate even COs tax
increases to 500 €/tonne. We can see that in a static planning problem, if CO5 tax is
the only instrument and increases to 200 €/tonne as the government’s plan in 2030,
OEHs may not be necessary. However, CO5 tax combined with the EU emissions
trading system may likely increase the total CO4 price to around 250 — 300 € /tonne,
which is about the breakeven price of OEHs. In addition, the potential benefits of
the OEHs may realise once they provide services to more sectors, such as exporting
hydrogen for industries or transportation.

1.6.3 Sensitivity analysis of CO- budget

For the COy budget, we use initial emissions as the starting point, and reduce it by
5% until it hits 0. From Figure .14, we find that the carbon cap is binding most of
the time, and we rarely see that emissions are reduced more than the carbon cap.
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Figure 1.15: Energy loss (CO2 budget sensitivity analysis)
clustert cluster2 cluster3
2000 ‘
1500 A ‘
1000+ ‘
< 500
S ol / A
>
‘S cluster4 cluster5 5 4 8 2 10
8 2000
@ 1500 4
© 1000 -
500 -
Y
0- L) L) L) L) I’él L) L) L) L) L) L)
5 4 3 2 1 0 5 4 3 2 1 0
CO, budget (Mt/yr)
—— battery — electrolyser — hydrogen storage —— solar
— electric boiler — fuel cell — onshore capacity —— wind

Figure 1.16: Capacities of technologies in each cluster (CO2 budget sensitivity
analysis), hydrogen storage is measured in tonne.
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Thus, there is no difference in actual emissions in Base and the system with OEHs.
However, the cost is 25% lower in a zero emission system with OEHs compared with
Base.

We find that in a zero emission system without OEHs, energy loss is around
530 TWh due to 90 GW of wind power capacity and 15 GW offshore solar capacity
without storage. This may not be likely to happen since some forms of storage would
be added to compensate for offshore wind in reality. From Figure [[.15, we can see a
large amount of energy loss when reaching near zero emission system in Base. The
energy loss in Base is 10,749 GWh in a near zero emission system, which is about
twice as high as for the case with OEHs. A large amount of wind power is installed
to meet power demand at any time. Therefore, the same capacity of wind that can
cope with peak demand hours, will also generate surplus power during normal hours.
This leads to increased energy losses as more wind replaces OCGT without proper
energy storage. In the case of OEHs, wind power can be stored when excess power
is generated. It is also worth noticing that in the energy system without an OEH,
energy storage is the battery on the platforms, which can be infeasible due to space
and weight limitations. We observe that investments in batteries are only needed
when approaching zero emission in Base. No battery is needed in a system with
OEHs. In addition, the energy loss of OEHs is 28% of the total loss, and the loss
during production is about 50% of the total.

From Figure we find that cluster 3 receives PFS after a 5% reduction of the
carbon cap. Cluster 3 has the highest emission level but the shortest distance from
shore. Therefore, taking PFS and partially electrifying the fields in cluster 3, can
help the system reduce 5% of the emissions in a cost efficient way. The system does
not cut emissions proportionally in each cluster, but cuts emissions from clusters
with the highest emission, such as cluster 3 and cluster 5. Therefore, it may be
necessary to consider the whole NCS when conducting system planning, rather than
consider each cluster separately and reach sub-optimality. Cluster 2 is the most
remote, more than 300 km from shore; PFS is less economical than offshore wind.
Therefore, offshore wind is added to cluster 2 when the carbon cap drops to 2.77
Mt/yr. When the CO2 budget reduces to below 0.83 Mt/yr, COy emissions are
nearly zero in clusters 1 and 2. However, the carbon cap needs to reduce to zero
to shut down OCGTs completely in all clusters. Nearly 4,295 tonnes of hydrogen
storage capacity is needed in a zero emission NCS energy system, and nearly half is
installed in cluster 3.

1.6.4 Sensitivity analysis of the capacity of PFS

We now present the results of sensitivity analysis of the capacity of PFS. The capacity
of PFS affects the investments in offshore technologies. An onshore system has a
limited capacity to transmit power offshore. Although, onshore system expansion
can affect this capacity limit, it is not considered directly in this paper. Therefore,
we conduct sensitivity analysis to reveal the relationship between onshore power
system capacity and offshore decarbonisation technologies.
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Figure I1.17: Emission and cost (PFS capacity sensitivity analysis, S1).

1.6.4.1 Scenario 1 (S1)

The first scenario is to fix the COy tax to 300 €/tonne, and increase the PFS
capacity of each onshore location from 0 MW to 1000 MW with a 10 MW step. The
investment decisions remain the same when the PFS capacity is higher than 710 MW.
Therefore, we only present the results from 0 MW to 710 MW. From Figure
we can see that by having 710 MW capacity in each onshore location, the system
can achieve 0.01 Mt/yr emission and reduce about 53% of the total cost. However,
increasing the capacity further does not cut emissions or costs further. Figure [[.19
shows that energy loss during transmission makes up 16% of the total energy loss as
we increase the onshore capacity. Electricity generation shed decreases as onshore
capacity increases because PFS gradually replaces offshore wind, and less energy is
lost from wind turbines. From Figure we find that for onshore locations that
connect to cluster 1 and cluster 2, the needed onshore capacities are about 126 MW
and 108 MW, respectively. There are also upper limits on the installed capacity of
PFS in the other clusters. We also notice that OEHs are still needed in clusters
3 and 5 as we increase the onshore capacity. However, eventually, OEHs are not
needed since PFS can provide more stable power and OEH with storage becomes
less important.

1.6.4.2 Scenario 2 (S2)

In the second scenario, the CO5 tax is fixed to 400 €/tonne. We increase the onshore
capacity from 0 MW to 1000 MW, and present the results until 770 MW. From [[.20]
we can see that without PFS, the system can achieve 0.63 Mt/yr emissions under S2
condition. Increasing the onshore capacity brings down 57% of the cost and also cut
emission further to near zero. Figure shows that about 22% of the energy loss
is from OEHs initially. OEHs are not needed when the onshore capacity increases to
around 390 MW for each location. By adding the installed PFS capacity shown in
Figure [[.21, we find that a total onshore capacity of 1.74 GW may help the offshore
energy system achieve near zero emission. We notice that the onshore system needs
to provide an averagely of 1.4 GW. By checking the average power transmission of
PFS, which might not be feasible without onshore system expansion.
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Figure 1.18: Capacities of technologies in each cluster (PFS capacity sensitivity
analysis, S1), hydrogen storage is measured in tonne.
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Figure 1.19: Energy loss (PFS capacity sensitivity analysis, S1).
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Figure 1.20: Emission and cost (PFS capacity sensitivity analysis, S2).

l.7 Discussion

The analysis above shows that OEHs have potential value in emission reduction,
energy losses and costs. The operational part of the model provides energy
consumption of fields that is consistent with the analysis in Nguyen et al.| (2014),
and aligned with officially reported numbers (Norwegian Petroleum Directoratel
2020b)). However, a similar investment planning problem is not found in the literature.
Therefore, the results from the paper may provide a possible benchmark for future
studies.

We demonstrate the case study on the NCS energy system. A unique characteristic
of the NCS is that PFS is nearly emission free because nearly all Norwegian onshore
power production is based on hydro power. However, in many regions, there may be
less intention to use PFS because of the carbon intensity of the onshore power. In
such a case, using PFS to compensate for offshore wind volatility may be infeasible,
and hydrogen production and storage may become more relevant. This may affect
the optimal investment planning of the system.

Based on the optimal solutions under different conditions showed in Figures
[CI3ICI6ITTY] and [[.21} we notice that offshore wind is a relatively cost efficient
technology that can achieve moderate emission targets of platforms. This may
suggest that in countries where PFS is not an option, offshore wind alone can still
help emission reduction to a large extent.

In addition, the results suggest that producing and storing hydrogen offshore
in OEHs proves to be economical under a strict carbon budget and a high CO,
tax. One reason is that PFS is considered as an option for decarbonisation, and
building cables is most likely cheaper than building an OEH. However, taking PFS
will increase the pressure on the onshore system, and affect the security of supply
of the onshore system and the onshore electricity price. This may cause public
opposition. The potential restriction and limitation of the onshore power system
may motivate offshore wind. Because OEHs can supply offshore platforms, a major
function may be to supply and benefit the onshore system. Onshore wind power
development is slow or even opposed in some regions. OEHs may help the onshore
system decarbonisation by distributing offshore wind power to shore. Another insight
is that a future hydrogen market may be needed in such a model to analyse the
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value of OEHs properly. Because the main function of OEHs is to supply offshore
fields in the short- to mid-term, and serve for clean energy export in the long term.
Including a hydrogen market can realise the long-term value of OEHs. The model
can then be used for the techno-economical analysis of OEHs in onshore and offshore
energy systems for countries with different energy policies in terms of offshore wind,
onshore wind and green hydrogen.

Energy storage becomes very important in a system with higher wind power
penetration. Hydrogen can be a promising option for long-term large-scale clean
energy storage. Some offshore regions may have massive underground storage
capacity. In such a case, the model can analyse whether OEHs with storage can be
a cost-efficient solution for large-scale storage to help introduce more wind power in
the system, and then help the energy transition towards zero emission.

Offshore energy system planning is of interest in many regions around the world.
Decarbonising platforms may be a target during the planning in regions like the
Gulf of Mexico and the Brazilian continental shelf. The model can be applied for
the analysis of such locations. The model can also be used to analyse the interaction
of an offshore energy system and onshore energy system transition. Regardless of
the case study location, investment planning of an energy system typically aims
to find optimal investment decisions that can fulfil the required energy load under
some constraints. The model formulation is general, and there are no case-specific
constraints. All locations and transmission lines are represented by nodes and arcs,
respectively. A different configuration for each location and a cost model for each
branch can be defined based on data. Model parameters, constraints, and variables
can be modified according to the specific problem of the study.

Although the paper gives several insights and implications, the case study has
some limitations: (a) we consider a simple network topology without considering the
interconnections between fields clusters, and the interconnections may help OEHs
distribute power; (b) we do not consider the capacity expansion of the onshore power
system; and (c) we only consider using OEHs to decarbonise offshore fields, whereas,
in reality, such hubs can provide service to more onshore and offshore industries,
therefore, analysing OEHs also has relevance to onshore systems.

1.8 Conclusions and future work

This paper presents a multi-carrier offshore energy system investment planning
optimisation model with a high degree of operational detail to find cost-optimal
solutions for decarbonising NCS energy supply. The major novelties and contributions
are: (1) formulating OEHs in an integrated MILP investment and operational model
for large-scale offshore energy system planning; (2) modelling the device-level energy
consumption of the offshore platforms with hourly time resolution on a large scale;
and (3) conducting a large-scale analysis of the value of OEHs in the North Sea
offshore energy system transition towards decarbonised energy supply. Results from
our case study indicate that: (1) OEHs can reduce up to 10% of the energy loss
and 49% of the emissions with COz tax above 290 €/tonne; (2) OEHs can reduce
energy loss by 53% in a near zero emission system; (3) a carbon budget may be
necessary to enable a zero emission energy system in addition to COs tax; and (4)
the system cuts about 65% of the initial emissions when COs tax is 55 €/tonne,
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and approximately 84% of the CO2 emissions can be cut if COy tax is increased to
Norway’s target of 200 €/tonne.

Although the deterministic MILP model in this paper has led to many insights,
there are several possible extensions. A deterministic optimisation model is not
capable of representing load and supply uncertainties. Therefore, we aim to develop
a stochastic optimisation model (Birge & Louveaux],2011) and incorporate long-term
and short-term uncertainties in future work. In addition, multiple investment stages
are needed to represent the investment planning problem more realistically. Besides,
we only consider using OEHs for fields decarbonisation, which makes OEHs seem
less attractive than other technologies due to their high costs. However, OEHs can
have various advantages such as energy provision to offshore fish farming, maritime
transport, and using the infrastructure past the lifetime of the oil and gas fields
for purposes such as exporting hydrogen. These may motivate the investments in
OEHs, which we aim to include some of the aspects in future. Finally, more work
can be done on offshore network topology and the representation of the onshore
power system.
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Appendix LA Nomenclature

Investment planning related sets

T set of operational nodes
To set of investment nodes
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Z;

P

set of investment nodes i (i € Zy) ancestor to operational node i
(1eI)
set of technologies

Operation related sets

BE

2D QY™

P
PU
R
SE
SHy
T
Tn
Z

set of electric boilers

set of compressors

set of electrolysers

set of fuel cells

set of gas turbines

set of subsea cables

set of time slices

set of all electric boilers, electrolysers and fuel cells (P* = BF UEUF)
set of pumps

set of renewable units (offshore wind and offshore solar)

set of electricity storage

set of hydrogen storage facilities

set of hours in all time slices

set of hours in time slice n (n € N)

set of all locations, including platforms Z”, OEHs Z#, and onshore
buses 20 (2 =2zPuzH U z9)

Investment planning related parameters

K
Fix
Cpi
InvF
Cpi

InvV

P

Mazx
XP

Ypi

scaling effect depending on time step between successive investment
nodes

unitary fix operational and maintenance cost of technology p in
operational node i (p € P,i € I) [€/MW, €/MWh, €/kg|

fixed capacity independent investment cost of technology p in
investment node ¢ (p € P,i € Iy) [€]

unitary investment cost of technology p in investment node i
(peP,iely) [€/MW, €/ MWh, €/kg]

capacity of a unit of technology p (p € P) [MW, MWh, kg]
maximum accumulated capacity of technology p (p € P) [MW, MWh,
kg

mzlxirnum number of newly invested units of technology p in
investment node i (p € P,i € I)

Operation related parameters

a?/a?

*

Ul

maximum ramp rate of gas turbines /fuel cells (¢ € G,f € F)
efficiency of compressors, electric boilers, fuel cells, gas turbines,
heat recovery of gas turbines electric storage and transmission lines
x = {C, BE, F, G, HrG, SE, L} indexed by related sets

conversion factor of electrolyser to inject hydrogen directly to fuel
cell [MWh/kg]

conversion factor of electrolyser to inject hydrogen to the storage
facility [MWh/kg]

power ratio of electricity store s (s € SE) [MW/MWHh]

yearly COq emission limit (tonne)
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hydrogen consumption factor of fuel cell f (f € F) [kg/MW]
spinning reserve factor on platform z (z € ZF)

electricity price in onshore bus z in period t (z € Z9,t € T) [€/MW]
total operational cost of gas turbine g (g € G) [€/MW]

load shed penalty cost of power (I = P) and heat (I = H) [€/MW]
total operational cost of generating 1 MW power from gas turbine g
(g € G) [€/MW]

emission factor of gas turbine g (g € G) [tonne/MWHh]

emission of COs of gas turbine g burning fuel (g € G) [t/MWHh]
number of hour(s) in one operational period ¢

power demand on platform z period ¢ (z € Z,t € T) [MW]
capacity factor of renewable unit r in period ¢ (r € R,t € T)
weighted length of one operational period ¢

Investment planning related variables

CINV
C?PE
Acc
xpi

Inst

Ty

Ypi

total investment and fixed operating and maintenance costs [€]
total operational costs in operational node i (i € Z)[€]

accumulated capacity of device p in operational node i (p € P,i € 7)
MW, MWHh, kg|

newly invested capacity of device p in investment node iy (p € P,i €
To) [MW, MWh, ke

number of units of newly invested technology p in investment node
io (p € P,i €y

Operation related variables

Dy
P
p?\ch
Pgi
pgtesG

AccG
p

7
A
P ceL

A
ResSE
Pst

SE+ /, SE—
Pst /psf

G Shed,l
2zt

PFS
p

Fhed,l
pzt

SE
dst

quCSE

power consumption of electrolyser e in period t (e € £,t € T) [MW]
power generation of fuel cell f in period ¢t (f € F,t € T) [MW]
power consumption of electric boiler b in period t (b € B¥ t € T)
[MW]

accumulated capacity of fuel cell f (f € F,t € T) [MW]

power generation of gas turbine ¢ in period t (g € G,t € T) [MW]
power reserved of gas turbine g for spinning reserve requirement in
period t (g € G,t € T) [MW]

accumulated capacity of gas turbine g (g € G) [MW]

power flow in line [ in period ¢ (I € £,t € T) [MW]

accumulated capacity of line [ (I € £) [MW]

power reserved in electricity store s for spinning reserve requirement
in period t (s € St € T) [MW]

charge/discharge power of electricity store s in period ¢ (s € S¥,t €
T) MW]

generation shed for power (I = P) and heat (I = H) at z in period ¢
(z€ Z,teT) MW]

power supply from onshore bus z in period t (z € 29t € T) [MW]
load shed for power (I = P) and heat (I = H) at z in period ¢
(z€ Z,teT) MW]

energy level of electricity store s at the start of period ¢ (s € S¥,t €
T) [MWh]

accumulated storage capacity of electricity store s (s € SF) [MWHh]
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VSV /S HY= injection/withdraw of hydrogen to (from) hydrogen storage s in
period t (s € SHY,t € T) [kg]

v;iHy storage level of hydrogen storage s in period t (s € SHY, 2 € ZH t €
7) ke)

pAeeSHy accumulated storage capacity of hydrogen store s (s € STY,t € T)
[kg]

Appendix I.B Calculation of energy loss
The indices, summation and multiplication of one hour are omitted.

1
Loss :pGShed +pGShedH + (7776' 1= nHrG)pG 4 (1 _ nl)pl
1

F
p _
+pE_0Hy(m_USHy +USHy+)+(n7_1)pF7

q

where (1 —n')p! calculates the total energy losses of electricity storage, separators,
compressors, pumps, electric boilers and transmission lines. The hydrogen energy
content is denoted by 67V,

Appendix I.C Definitions of model parameters
The total operational cost of a gas turbine is defined by

Fuel CO2 pFuel
CFuel 4 002 g}

G OPEX
Ccy =Gy + 4 e , (1.4)
Mg
and the emission factor of gas turbine is defined by
EFuel
ES =S, (L5)
Mg

where CgOPEX

is the variable operational cost of gas turbines. The E; uel s the fuel
cost of gas turbines burning fuel with energy content 1 MWh. The parameter Ef uel
is the emission of COs of gas turbines burning fuel with energy content 1 MWh.
The efficiency of gas turbines is denoted by 7]?.

Power demand of a platform

VCZRT ; a-=:
DP __ 2t o PuysPu
PR = e (% —1)+ N kDL, (L6)
ceC. pePY

equals to the power consumption of all compressors and all pumps. The power
c a—1

consumption of a compressor is given by Xét(il_{z; (’yc o« — 1), where V. is the gas

compressed by a compressor, n¢ is the isentropic efficiency of a compressor, « is the

polytropic exponent of a compressor, 7. is the compression ratio of a compressor, Z is

compressibility factor, R is the characteristic gas constant and 7' is the temperature.

The power consumption of a pump is given by Hf “V;f; “ where Vpltj “ is the fluid
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pumped by a pump, ng " is the electricity demand as fraction of amount of fluid

pumped. The detailed derivation of power consumption of compressors and pumps

is presented in (2022)).

Hydrogen consumption factor of fuel cell is given by

1
Fo — L7
o= e (L.7)

where nf is the efficiency of fuel cells and 7Y is the energy content of hydrogen.
Weighted length of a operational period is defined by

W, =WNH,, neN,teTV, (1.8)

where W~ is the weight of each slice n and H; is the length of operational period t.

Appendix I.D Input data
Table [I.2 provides an overview over the locations of the different fields.

Table 1.2: Field location data

Field Longtitude Latitude Cluster Distance to center Field Longtitude Latitude Cluster Distance to center
ALVHEIM 1.9395 59.5425 4 21.2816 OSEBERG SOR 2.9407 60.3089 4 56.0941
ATLA 2.5655 59.6521 4 26.7926 REV 1.9239 58.0205 4 55.1011
BOYLA 1.8906 59.2924 4 28.8258 RINGHORNE OST 2.5101 59.2710 4 24.7070
BALDER 2.4079 59.2685 4 22.4603 SIGYN 2.0162 582760 4 27.2786
BLANE 2.4933 56.8442 2 51.1421 SINDRE 2.3471 61.2307 2 8.9022
BRAGE 60.4766 1 36.2946 SKIRNE 2.4663 59.5995 1 18.7876
BYRDING 61.1336 1 41.1125 SKOGUL 2.2236 59.7787 1 35.6253
EDVARD GRIEG 58.8451 3 43.4742 SLEIPNER OST 1.9808 584073 3 12.6067
EKOFISK 56.4936 2 10.8211 SLEIPNER VEST 1.6639 58.3896 2 20.4544
ELDFISK 56.3772 2 24.6979 SNORRE 2.0600 61.3975 2 17.8092
EMBLA 56.2948 2 33.0210 STATFJORD 1.8027 61.1682 2 22.3646
ENOCH 58.6309 3 2 38 STATFJORD (ST 1.9859 61.3059 3 12.3843
FLYNDRE 56.5497 2 STATFJORD NORD  1.9139 55 2 24.3768
FRAM 61.0491 1 543 SVALIN 2.3967 1 36.5700
FRAM H-NORD 61.1047 1 37.5782 SYGNA 2.0011 1 25.9082
GIMLE 61.2496 5 8.5919 TAMBAR 3.0129 5 40.8781
GINA KROG 585396 3 12.9160 TOR 3.3023 3 8.0665
GJOA 61.3045 1 68.1220 TORDIS 2.1141 1 3.8127
GRANE 59.1118 4 39.7075 TROLL 3.9095 4 48.7206
GUDRUN 588113 3 34.8508 TRYM 4.2407 56.3964 3 67.9529
GULLFAKS 61.1918 5 7.3167 TUNE 2.6089 60.4144 5 54.2111
GULLFAKS SOR 61.1654 5 12.5494 ULA 2.8675 57.0670 5 56.7312
GUNGNE 583519 3 18.3356 UTGARD 1.5424 4 3 29.0778
HEIMDAL 59.5465 4 10.2065 VALE 2.2936 4 24.9101
HOD 56.1763 2 48.1342 VALEMON 2.2455 2 28.9045
ISLAY 60.5433 5 79.7225 VALHALL 3.4306 5 42.4198
IVAR AASEN 589170 3 46.1277 VEGA 3. 3 61.2607
JOHAN SVERDRUP  2.6266 58.6588 3 43.9624 VESLEFRIKK 7443 3 20.2442
KNARR 2.7084 61.7845 5 65.6891 VIGDIS 61.3390 5 10.6492
KVITEBJORN 2.4821 61.0431 5 27.8955 VILJE 2.2767 59.6433 5 20.4260
ODA 3.0430 57.0593 2 53.1470 VISUND 2.6177 61.4155 2 29.5835
OSEBERG 2.6905 60.5397 1 40.9210 VISUND SOR 2.3355 61.2720 1 8.4376
OSEBERG 0OST 2.9582 60.5835 1 27.7075 VOLUND 2.0031 59.4488 1 15.6642
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Abstract

This paper studies the investment planning of a decarbonised Norwegian
continental shelf energy system considering the connection and interfaces with
the European energy system. A multi-horizon stochastic mixed-integer linear
programming model is developed for such a problem. We consider short-term
uncertainties, including wind and solar capacity factors, energy load, platform
production profiles, and hydro power production limits. Hydrogen based energy
hubs are considered both onshore and offshore for potential renewable power
generation, distribution and storage. Future hydrogen market or demand is
not included in the model. The results of multi-period planning towards 2050
show that: (a) offshore energy hubs are essentially wind power generation,
conversion and distribution hubs, (b) a combination of offshore wind and power
from shore may be a cost-efficient pathway for cutting emissions from the
Norwegian continental shelf, (c¢) a total of 1.6 GW offshore wind may be needed
to achieve a near zero emission Norwegian continental shelf energy system,
80% of which may be added in the first investment period and (d) offshore grid
design is important for decarbonisation by distributing wind power efficiently;
all five offshore platform clusters are connected to at least three other clusters
by 2040, and they are fully connected by 2050.

Keywords: Multi-horizon stochastic programming, Mixed-integer linear
programming, Offshore oil and gas decarbonisation, Investment planning under
uncertainty

II.1 Introduction

Norway sets to reduce greenhouse gas emissions by at least 50-55% by 2030 compared
to 1990 levels to contribute to the EU’s climate target, and the Paris Agreement
(Ministry of Climate and Environment| [2021)). In 2020, offshore oil and gas extraction
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in the Norwegian Continental Shelf (NCS) produced 13.2 Mt COs equivalent, which
made up 26.8% of the total Norwegian greenhouse gases emissions (Statistics Norwayl,
. The oil and gas industry has the highest emissions than any other industries
in Norway. Therefore, decarbonising offshore oil and gas production is crucial to
meet Norway’s climate goal.

Energy provision of offshore platforms was responsible for nearly 85% of the total
emissions in the NCS (The Norwegian Petroleum Directorate] [2021)). Nowadays,
platform located gas turbines with low efficiency provide the most energy. Thus,
replacing gas turbines with zero emission energy generation will cut offshore emissions.
Power from shore is considered a feasible solution of clean energy provision due to the
near zero emission power generation in the onshore energy system (The Norwegian
[Petroleum Directorate] [2020; Nguyen et al., [2016). Offshore wind is an alternative
that draws more attention (Korpas et al., [2012; [Svendsen et al., [2011; [Equinor]
2021). However, intermittent renewable energies cannot fulfil the security of supply
requirements of the platforms. Energy storage may be needed to fully replace gas
turbines. The space and weight limitations of platforms may make local energy
storage infeasible. An offshore energy hub was proposed in |Zhang et al.| (2021) to
support efficient wind power generation and distribution. In|Zhang et al.| (2021)), a
deterministic Mixed-Integer Linear Programming (MILP) model was developed for
the investment planning towards a zero emission NCS energy system. However, there
are some limitations in the analysis in [Zhang et al. (2021): (a) uncertainty is not
considered in the model, (b) the onshore energy system expansion is not considered
but analysed via sensitivity analysis, and (c¢) platforms are in isolated mode, and no
interconnection among platforms is considered.

In this paper, we extend the deterministic MILP model in [Zhang et al. (2021),
including: (a) adding operational uncertainties in wind and solar capacity factors,
energy load, platform production profiles, and hydro power production profile, (b)
considering onshore power system expansion, (c) exploring different network topology,
and (d) making multi-period investment planning towards 2050.

The outline of the paper is as follows: Section [[T.2]gives the background knowledge
of stochastic programming and energy hub modelling. Section introduces the
problem and modelling strategies. Section [[I.4] presents the multi-horizon stochastic
MILP model. Section [[L.5] presents the preliminary results. Section concludes
the paper and suggests further research.

1.2 Literature review

This paper uses stochastic programming to solve an investment planning problem for
a decarbonised NCS energy system. Offshore energy hubs is an offshore investment
option in addition to offshore wind, offshore solar, subsea cables, battery and electric
boiler. In the following, we present background knowledge of stochastic programming
and energy hubs modelling.

I.2.1 Stochastic programming

Considering operational uncertainty while conducting long-term investment planning
is important for an energy system with higher penetration of renewable energies.
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Figure II.1: Tllustration of scenario trees of multistage stochastic programming and

its multi-horizon counterpart (with operational uncertainty), adapted from [Kaut
|et al. (]2014[) and |Skar et al. (]2016[).

The electricity system in regulated markets is the best developed area for the use of
stochastic programming in energy (Wallace & Fleten| [2003)). Stochastic programming
is widely used in power system (Backe et al.} |[2022; [Lara et al.| [2019} [Philpott et al.,
2016; [Jin et al.| 2011} [van der Weijde & Hobbs, [2010), natural gas system (Fodstad
et al., 2016), offshore oil and gas infrastructure planning (Gupta & Grossmann,
2014), hydrogen network (Galan et al.| [2019), among others.

Using traditional stochastic programming in an investment planning problem may
result in a large scenario tree. A multi-horizon formulation was proposed in[Kaut et al/|
that reduces the problem sizes drastically. The scenario tree reduces in size by
embedding operational nodes into their respective strategic nodes, see Figure [[I.1] for
a comparison between traditional multi-stage stochastic programming scenario tree
and multi-horizon programming scenario tree. There are two conditions for applying
multi-horizon stochastic programming, (1) strategic uncertainty is independent of
the operational uncertainty, and (2) the last operational decision in a strategic node
has no impact on the first operational decision in the following strategic node (Kaut
@ 2014). This approach is widely used in energy system planning, see Wu et al.
(2017); [ Turgut et al.| (2021); [Zhang et al.| (2021); Backe et al.| (2022). This paper uses
the multi-horizon approach to model a multi-period investment planning problem
with short-term uncertainties. We define the entire operational problem succeeding
an investment node as an operational node. There are some scenarios generated from
certain scenario generation routines for each operational node, and each scenario has
some operational periods. We do not consider multi-stage operational trees in the
operational node. Therefore, such a problem is a two-stage stochastic programming.
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Figure I1.2: Illustration of an energy hub, adapted from |Zhang et a1.| q2021D.

I.2.2 Offshore energy hubs modelling

An energy hub is a physical connection point with energy storage where multiple
energy carriers can be converted, conditioned, and stored (Geidl et al. [2007).
Conversion means converting energy in one form to another, such as converting
electricity to hydrogen. Conditioning means to change the operating parameter of
energy carriers, e.g., change voltage of electricity. The energy can then store in
a storage unit of energy hubs. Energy hubs may have quite different components
depending on their functions. We refer the reader to Mohammadi et al.| (2017) for a
comprehensive review of applications and models of energy hubs. The previous work
using the energy hub concept mainly focus on the onshore energy system integration.
More specifically, sector coupling of electricity, natural gas and heat. In real life,
the energy hub concept is broadened, such as [Danish Energy Agency| (2021) and
[North Sea Wind Power Hub Programme (2021) where the hubs can be simply a
wind power generation and distribution hub. The offshore energy hubs are mainly
planned to use offshore wind power as energy input and convert and distribute
wind power. However, as more offshore wind is available (European Commission|
2020), offshore energy hubs can also convert surplus wind power, for example, to
hydrogen for clean energy export or energy storage. We consider energy hubs both
in onshore and offshore energy systems. This paper considers energy hubs with
converter, electrolysers, fuel cells, and hydrogen storage facilities. The hubs produce
green hydrogen from surplus wind power and store it. Furthermore, energy hubs can
be deployed both onshore and offshore. An illustration of the energy hubs considered
in this paper is presented in Figure

1.3 Problem description and modelling strategies

This section first introduces the proposed NCS energy system planning problem.
Then we present the temporal and spatial representation of such a problem. Finally,
we give the modelling assumptions.

The problem aims to make optimal investment decisions for a set of offshore and
onshore technologies. Although the focus is on the NCS energy system, including
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Figure I1.3: The North Sea grid (NOX represent Norwegian onshore nodes and
NOOX represent Norwegian offshore nodes.

onshore system expansion is important. The onshore load still needs to be fulfilled
after part of the generation is distributed offshore. The offshore technologies include:
(a) platform located devices (electric boiler, battery), (b) offshore renewables (offshore
wind and offshore solar), (c) offshore energy hubs (converters, electrolysers, fuel
cells, and hydrogen storage facilities) and subsea cables (HVAC and HVDC). The
onshore technologies include: (a) 22 kinds of generators, (b) onshore energy hubs,
(c) energy storage (hydro pump storage and battery) and (d) overhead HVAC and
HVDC cables. The development of capital expenditures, fixed operational costs are
assumed to be known.

The problem is a cost minimisation problem, including investment and operational
costs aiming to determine: (a) the optimal capacities of technologies and (b) optimal
operational scheduling of generators, storage and approximate power flow among
regions under stochastic operational scenarios.

1.3.1 Temporal representation

The investment planning problem can span over a few decades, whereas the
operational problem is optimised with an hourly time horizon using representative
hours. Combining strategic and operational time horizons in the same model and
including short-term uncertainty can make the problem intractable. Therefore, we
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choose to make investment planning every s year in the strategic time horizon
instead of yearly.

In the operational time horizon, we choose S representative slices from the sample
space and scale them up to represent a whole operational year. We also assume
the operational status will not change between two successive investment nodes and
scale the expected operational cost up by x times to represent the total operational
costs of an operational node.

I.3.2 Spatial representation

We include detailed modelling of the NCS and keep a part of the information of the
European onshore system. The European countries are aggregated into representative
nodes and connected by representative transmission lines to keep such a problem
reasonable size. The platforms on the NCS are clustered and aggregated into some
representative platforms (Zhang et all [2021). The resulted network topology is
presented in Figure [[L.3.

11.3.3 Modelling assumption

We assume a k years investment delay meaning that the investment made at one
investment node start affecting the system operation from the following investment
nodes onwards. For simplicity, we assume the pressure levels and temperatures to
take typical values on the North Sea, leading to a linear formulation. Kirchhoff
voltage law is omitted, and the model is an energy flow model. We assume no
mass loss during production. We assume linear costs models for transnational
transmission lines and onshore technologies due to their large size and aggregated
representation. The linear costs model also applies for offshore wind and solar
because of the potentially large size and the flexibility of their unit size. However,
step-wise cost models are assumed for offshore energy hubs and transmission lines in

the NCS.

1.4 Mathematical model

I.4.1 Objective function

min f(x) +KZ5{W¢9(I1‘701) (IL.1)

ieT
The objective function Equation (IL.1) is to minimise the total investment (f(x))
and the expected operational (k) ;.7 g(%4,¢;)) costs over the planning horizon. The

expected operational cost g(x;, ¢;) is described in Section [I1.4.3} where x; and ¢; are
vectors containing capacities and costs information respectively.

1.4.2 Investment planning constraints

Equation calculates the expected total discounted capacity dependent
investment costs, fixed operating and maintenance costs and fixed capacity
independent investment costs. For each investment node, the investment costs
parameters are adjusted if the lifetimes of technologies exceed the remaining
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planning horizon to account for salvage value. We define x to be a vector collecting
available capacities of all technologies (P) and lines (£) for all operational nodes (7).
Constraints and (II.2c) represent that the available capacity of a technology
(a:fz‘?“") or a line (mﬁA“) at an operational node equals to its historical capacity
(X[ Hist or X [FHist) and the sum of newly invested capacities ()" or mlLI"St) in
its ancestor investment nodes (Z;) that are not retired. A binary variable ’szz‘ decides
whether technology p € P, in location z € Z is built investment period i € Zy. A
binary variable 'yl% indicates whether line [ € £ is built in investment period i € Z.
Constraint (IL.2d) and (II.2€) restrict the maximum capacity that can be invested
in an investment node. Constraint and state the maximum installed

capacity in an operation node.
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0 <yt < Xyl peP,zcZicT, (IL2d)
0 < it < XMty leLliicTy (I1.2)
0 < aliee < x[Mor, peEP,zcZicT  (IL2f)
0 < zftee < X[fMer, lelicTl (IL2g)
Yoo i € {013, (I1.2h)
x[]j'z[inst xﬁ[nst7x5;?cc LAcc c ]R+. (1121)

I.4.3 Operational constraints

The operational cost function g(z,c¢), which is included in the objective function
Equation for each operational node 4, is described by Equation that
includes total operating costs of all devices and energy load shedding costs. Equation
(IL.3a) calculates the expected operational costs over scenarios Q. All variables
are indexed by operational node i and scenario w, and we omit them for ease of
notation. Vectors T and ¢ contain capacities and costs information, respectively.
Constraints and ( ensure devices (yﬁf) and transmission lines (yj) are
within their capamties ( P ACC, LACC) Constraint m gives the energy balance
at each region, where ygt, y¥ 75 and yE , are power generation of generators, fuel cells
and renewables respectively. Moreover, we define yZ, to be the power that goes into
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electrolysers and 15,2+ and y°; represent the storage level, input and output

energy of storage facilities. The energy demand Y} can be modelled corresponding
to the specific sector, such as offshore platforms. The modelling of offshore platforms
is described in details in [Zhang et al. (2021). Constraint states the storage
balance of electricity storage facilities. Constraint states the storage balance
of hydrogen storage facilities. Constraint gives the hydrogen nodal balance of
offshore energy hubs, where vS4Y™ and v¥" are the hydrogen output and input
of hydrogen storage facilities. Constraint restricts the total emissions. The

complete stochastic MILP problem consists of Equations ([I.1)-(IL3).

g(z,c) = Z o Z Z Z W, Z C’I])jyfzt 4 OShedy LShed (I1.3a)
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1.5 Results

We demonstrate the results of the multi-period investment planning and operational
problem given by Equations — towards 2050. The problem consists of
1,072,525 continuous variables, 186 binary variables and 12,843,006 constraints. We
implemented the model in Julia 1.7.1 using JuMP (Dunning et al. [2017) and solved
it with Gurobi 9.5.0 (Gurobi Optimization, LLC| [2021) on a computer cluster with
a 2x 3.6GHz 8 core Intel Xeon Gold 6244 CPU and 384 GB of RAM, running on
CentOS Linux 7.9.2009.
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Figure 11.4: Investment of offshore energy hubs.

Table II.1: Yearly emissions in each offshore fields cluster QZhang et al.l, |2021D.

NOO1 NOO2 NOO3 NOO4 NOO5
Emission (Mt) 1.72 2.46 0.40 0.62 0.30

I.5.1 Case study

The case study is carried out on the European energy system with detailed modelling
of the NCS. After applying the aggregation strategy described in Section the
system is represented by 25 regions and 73 candidate transmission lines. In each
operational node, we generate three scenarios. In each scenario, we randomly select
one day with hourly resolution from four seasons and scale them up to represent a
whole operational year. Onshore system data, including costs, historical capacities
of technologies and time-series data, are collected and aggregated from
. The costs and historical capacities of technologies are presented in
Platform production and hydrogen system data are included in |Zhang et al. (2021).
The full model given by Equations — takes approximately 5.4 hours to
solve.

1.5.1.1 Offshore energy hubs

The invested capacities in offshore energy hubs are shown in Figure From Table
we can see that offshore regions NOO2 and NOO1 have the highest emissions
among platform clusters on the NCS. We only consider the emissions from the gas
turbines that are used for the energy provision of platforms. The model decides to
invest in approximately 800 MW and 300 MW offshore wind around NOO2 and
NOOL1, respectively. In addition, from Figure we can see that the investments in
cables connecting these two regions and cables for taking power from onshore node
NOb5. Therefore, a combination of offshore wind and power from shore is needed
for decarbonisation. Moreover, transmission is needed for compensating for the
wind variation in those regions. An extra 100 MW offshore wind is added to region
NOO2 in 2025. In 2030, nearly no investments are made in the offshore energy hubs.
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2020 2025 2030 2035 2040 2045

| E_boiler

Figure I1.5: Invested capacity of platform located technologies. No investment are
made in battery and gas turbine.

However, a cable connecting NO2 and NOOS3 is invested in decarbonising NOO3. In
2035, offshore wind is invested in the rest NCS nodes to cope with the emissions
target in 2040. From 2035 to 2040, we see a significant increase in cables connecting
the Norwegian offshore regions. Each region are connected with an onshore system
and surrounded by offshore wind farms in 2040. Because no hydrogen market or
demand is considered in the model, no investments are made in hydrogen-related
technologies. This suggests that a hydrogen system is costly if it is only used as
energy storage. Connecting the regions with cables is a cheaper alternative for
compensating renewable volatility.

1.5.1.2 Platform located technologies

Figure shows the investments in platform located devices. As gas turbines are
replaced by clean power, heat recovery of gas turbines are not enough to meet the
heat load of the separation process. Therefore, electric boilers are needed. The
major investments in electric boilers take place in 2030 in all NCS regions.

11.L5.1.3 Emissions

The relative changes in emissions in the EU and the NCS are presented in Figure
I1.60 The reference initial emissions in 2020 are 5.51 Mt/yr (Zhang et al.| 2021)
and 1,100 Mt/yr (Skar et al.|[2016) for the NCS and the Europe respectively. All
regions are governed by one emission constraint. EU emissions show the European
emissions reduction relative to the initial total European emissions. Furthermore,
NCS emissions show the emissions reduction of the NCS relative to initial NCS
emissions. We can see that the NCS relative emissions decrease faster than Europe
in 2025 and 2030. This result shows that almost half of the NCS emissions can be cut
by 2030, aligning with stated climate goals. However, after 2030 the relative emission
of Europe reduces faster than that of NCS. This may suggest that the first half of
the NCS emission is cheaper to cut than the first half of the EU emissions. However,
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Figure I1.6: Emissions of the NCS and the European energy systems.

achieving zero emission in the NCS offshore energy system is more expensive than
in the European onshore system in terms of costs per COy reduced. Because of that,
the model chooses to cut more emissions from the European onshore system to align
with the predefined emission target in the later planning horizon. We also notice
that the emissions target binds nearly all the time, and no extra emissions are cut.

1.5.1.4 NCS offshore grid connection

From Figure we can see a possible development of an NCS grid towards zero
emission. Until 2035, the offshore platform clusters mainly operate in isolation except
for one connection between NOO1 and NOO2. However, starting from 2040, each
platform cluster is connected to at least three other clusters. This may suggest that
offshore grid design is essential for decarbonising the system towards zero emission.
In 2050, the five platform clusters are fully connected. In addition, we notice that
NOO4 and NOOS5 are also connected with other offshore regions such as NEO and
WEO. We do not include analysis of those connections due to the scope of the paper.
Note that hydrogen storage is not seen in this case because no hydrogen load or
hydrogen market is included. The platform clusters may be less connected when
hydrogen storage is locally deployed to balance out the wind variation.

.6 Summary and future work

This paper has presented a multi-horizon stochastic MILP model for the multi-
period investment planning of a decarbonised NCS energy system. Operational
uncertainties, including wind and solar capacity factors, oil and gas platforms
production, onshore power load and hydro power production limits, were considered.
Future hydrogen market or demand is not considered. We used the multi-horizon
approach to reduce the problem size. The main conclusions are: (a) offshore energy
hubs are essentially wind power generation, conversion and distribution hubs, (b) a
combination of offshore wind and power from shore may be a cost efficient way for
the decarbonisation of the NCS energy system, and a total of 1.6 GW offshore wind
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2025 2030 2035

Figure I1.7: The NCS gird design towards 2050.

may be deployed in the NCS for a near zero emission system, (c) offshore grid design
is crucial for offshore decarbonisation by distributing wind power efficiently; 2040
may be a turning point that large-scale interconnections among platform clusters
become necessary and the platform clusters may be fully connected by 2050, and (d)
the emissions reduce faster in the NCS energy system than in the European power
system in the first planning stages but opposite in the later stages; by 2050, 94% and
97% emissions are cut in the NCS energy system and the European power system
compared with their emissions in 2020.

Although the current model with short-term uncertainty can help make investment
decisions that can better cope with short-term system variation, long-term uncertainty
affects investment planning. Therefore, in future studies, we aim to consider long-
term uncertainty such as COs tax and COs budget. Additionally, we noticed the large
computational burden when solving the planning problem using a commercial solver.
Including long-term uncertainty will make such a problem essentially a multi-stage
stochastic MILP that can be intractable. Therefore, applying decomposition schemes
may be necessary to solve such planning models incorporating both long-term and
short-term uncertainty.
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Appendix Il.A Historical capacities and costs of technologies

Table 11.2: CapEx, VarOM and FixOM of technologies (]Backe et al., |2021D.

Technology CapEx VarOM FixOM

- (MEUR/GW, MEUR/GW /km for transmission lines) (€/MWh) (€/MW)
2020 2025 2030 2035 2040 2045

Lignite 1800.00  1800.00  1800.00  1800.00  1800.00 1800.00 3.00

Lignite CCS adv 2600.00  2600.00 2530.00 2470.00 2400.00 2330.00 3.28

Lignite CCS sup 3799.23  3799.23  3799.23 3799.23 3799.23 3799.23 1.18

Coal 1600.00  1600.00 1600.00 1600.00 1600.00 1600.00 2.40

Coal CCS adv 2500.00 2500.00 2430.00 2370.00 2300.00 2230.00 2.46

Coal CCS 3550.00 3550.00 3350.00 3350.00 3250.00 3250.00 7.30

Gas OCGT 400.00  400.00  400.00  400.00  400.00  400.00  2.31

Gas CCGT 720.00 720.00  690.00  690.00  660.00  660.00  2.31

Gas CCS adv 1350.00  1350.00  1330.00 1310.00 1290.00 1270.00 1.85

Gas CCS 1750.00  1750.00  1625.00 1625.00 1500.00 1500.00 2.90

Oil 320.00  320.00  320.00  320.00  320.00  320.00 2.76

Bio 10 cofiring 1600.00  1600.00  1600.00 1600.00 1600.00 1600.00 0.48 5% of CapEx

Bio 10 cofiring CCS 2600.00  2600.00  2530.00 2470.00 2400.00 2330.00 3.28 )

Nuclear 6000.00  6000.00  6000.00 6000.00 6000.00 6000.00 7.50

Wave 6100.00 6100.00  3100.00 3100.00 2025.00 2025.00 0.10

Geo 4970.00  4970.00 4586.00 4586.00 3749.00 3749.00 0.32

Hydro regulated 3000.00  3000.00  3000.00 3000.00 3000.00 3000.00 0.32

Hydro run-of-the-river  2450.00 2450.00 2400.00 2400.00 2350.00 2350.00 0.00

Bio 2000.00  2000.00  1800.00 1800.00 1700.00 1700.00 3.56

Wind onshore 1295.00 1295.00 1161.00 1161.00 1010.00 1010.00 0.18

Solar 710.00 710.00  663.00  663.00  519.00  519.00  0.00

Waste 2030.00  2030.00 2013.00 2013.00 2005.00 2005.00 0.82

HVAC 0.66 0.66 0.60 0.60 0.60 0.60 0.00

HVDC 2.77 2.77 2.16 2.16 1.55 1.55 0.00

Table I1.3: Fuel costs of technologies (]Backe et al., |2021D.

Technology (F€1}e1\1/[%(\)/ic)

2025 2030 2035 2040 2045 2050
Lignite 504 5.04 540 540 540  5.40
Lignite CCS adv 504 5.04 540 540 540  5.40
Lignite CCS sup 5.04 5.04 540 540 540 540
Coal 8.59 10.26 1231 13.04 13.59 14.08
Coal CCS adv 8.59 10.26 1231 13.04 13.59 14.08
Coal CCS 8.59 10.26 1231 13.04 13.59 14.08
Gas OCGT 28.96 31.34 34.08 36.40 37.62 38.39
Gas CCGT 28.96 31.34 34.08 36.40 37.62 38.39
Gas CCS adv 28.96 31.34 34.08 36.40 37.62 38.39
Gas CCS 28.96 31.34 34.08 36.40 37.62 38.39
Oil 45.00 51.12 56.16 58.68 62.28 63.72
Bio 10 cofiring 10.69 1249 14.67 15.68 16.57 17.44
Bio 10 cofiring CCS  10.69 12.49 14.67 15.68 16.57 17.44
Nuclear 3.75 382 390 397 4.05 4.14
Bio 29.62 3258 35.84 39.43 43.37 47.70
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Table I1.4: Aggregated historical capacities of technologies (]Backe et al., |2021D.

Technology Historical capacity

(MW)

NO1 NO2 NO3 NO4 NO5 NE EE WE UK
Lignite 0.00 0.00 0.00 0.00 0.00 1229.00  61317.00 1124.00  228.00
Coal 0.00 0.00 0.00 0.00 0.00 7772.00  5554.00  27126.00 11715.00
Gas OCGT 35.23  89.43 4.65 48.78 56.91 3239.50  27383.50 61355.00 17195.50
Gas CCGT 35.23  89.43 4.65 48.78 56.91 3239.50  27383.50 61355.00 17195.50
Oil 0.00 0.00 0.00 0.00 0.00 7298.00  6165.00  15693.00 1798.00
Nuclear 0.00 0.00 0.00 0.00 0.00 11399.00 21341.00 79985.00 916.00
Wave 0.00 0.00 0.00 0.00 0.00 0.00 0.00 24.00 0.00
Geo 0.00 0.00 0.00 0.00 0.00 0.00 43.00 962.00 0.00
Hydro regulated 33.50  8377.50 387.75 4569.30 533.85  1663.00  17995.00 2516.00  86.00
Hydro run-of-the-river ~ 754.13  1914.33 87.15  144.18  1218.21 4848.00  1877.00  42898.00 121.00
Bio 7.80 19.80 9.00 1.80 12.60 7531.00  11629.00 8842.00  2524.00
Wind onshore 227.37 57717 26235 314.82  367.29  14592.00 67628.00 59983.00 16684.00
Solar 5.85 14.85 6.75 8.10 9.45 1617.00  53534.00 43228.00 13322.00
Waste 0.00 0.00 0.00 0.00 0.00 966.00 1996.00  349.00 85.00

Table I1.5: Aggregated historical capacities of transmission lines (]Backe et al.}, |2021D.

Historical capacity
(MW)
NO2 NE 1640.00
NO2 UK 1400.00
NO2 NO1 2000.00
NO3 NO1 100.00
NO4 NO3 350.00
NO5 NO1 1600.00
NO5 NO2 300.00
NO5 NO3 160.00
NE EE 2450.00
NE NO1 1200.00
NE NO3 650.00
NE NO4 600.00
EE WE  12513.00
WE UK 3000.00
UK NE 1400.00
NEO NE 1120.00
EEO EE 7166.00
WEO1 WE  357.00
WEO2 WE  3739.30
UKO1 UK 1218.00
UKO2 UK 93.20

From To
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Abstract

Hydrogen and carbon capture and storage are pivotal to decarbonise the
European energy system in a broad range of pathway scenarios. Yet, their
timely uptake in different sectors and distribution across countries are affected
by supply options of renewable and fossil energy sources. Here, we analyse
the decarbonisation of the European energy system towards 2060, covering
the power, heat, and industry sectors, and the change in use of hydrogen
and carbon capture and storage in these sectors upon Europe’s decoupling
from Russian gas. The results indicate that the use of gas is significantly
reduced in the power sector, instead being replaced by coal with carbon
capture and storage, and with a further expansion of renewable generators.
Coal coupled with carbon capture and storage is also used in the steel sector
as an intermediary step when Russian gas is neglected, before being fully
decarbonised with hydrogen. Hydrogen production mostly relies on natural gas
with carbon capture and storage until natural gas is scarce and costly at which
time green hydrogen production increases sharply. The disruption of Russian
gas imports has significant consequences on the decarbonisation pathways for
Europe, with local energy sources and carbon capture and storage becoming
even more important.

Keywords: Stochastic programming, Energy transition, Carbon capture
and storage, Hydrogen, Energy crisis

VI.1 Introduction

In the wake of the disruption of Russian gas supply to Europe, European Union
(EU) policymakers are reshaping incentives and measures to reduce dependency on
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Russian fossil fuels and maintain the pace of emission reduction and decarbonisation
efforts (European Commission, [2023b)). Sector-specific and cross-sectorial plans are
being rolled out to adapt implementation plans for decarbonisation and electrification,
promote necessary technology developments, and ensure the economic viability of
transition with a sharpened competition for clean energy. Recently, the EU launched
the Net-Zero Industry Act (European Commission| 2023a) as a part of the Green
Deal Industrial Plan, promoting regulatory conditions that facilitate faster scale up
of technologies that are crucial for sectors that must reach net-zero by 2050, such as
wind and solar, renewable hydrogen and CO; storage.

The disrupted Russian gas supplies and geopolitical instabilities increase energy
scarcity in the European energy market and reinforce the price pressure and volatility
for both fossil and renewable energy. Competition for clean energy increases, while
limitations in the availability of rare and vital metals together with supply constraints
create delays and cost challenges for several large-scale renewable energy projects.
The prevailing energy crisis and rapidly evolving energy landscape in Europe present
ambiguous energy transition trajectories, especially with sustained removal
of Russian gas supplies. A large share of hydrogen is a recurring
scenario,, e.g., [Seck et al.| (2022), yet to the best of our knowledge little studied
upon disruption of Russian gas supply. Several European countries have reoriented
to LNG imports, while the ambitions for penetration of hydrogen as a clean fuel
are maintained (European Commission| 2023b]). Current estimations for future
hydrogen consumption appear to be at odds with emerging data (van Rossum et al.|
. The impact of limited energy supplies on prioritisation of and strategies
for remaining possible decarbonisation options should thus be lifted.
addressed this topic, focusing particularly on cross-sector distribution of
capacities and use of renewable energy across sectors to adhere with the 1.5°C climate
target. They showed that the 1.5°C target can be maintained without Russian gas
supplies, while a 2°C target is greater affected. [Mannhardt et al.| (2023) explored
the effects of collective demand reduction across sectors as a response to disrupted
Russian gas supply, with the objective of reducing energy consumption. [Klaalen &
Steffen used a meta-analytical approach to explore shifts in needed power
and transport investments to maintain climate targets as a consequence of Russian
gas removal in EU.

This paper broadens the impact analysis of persistent removal of Russian gas
supply, focusing particularly on the uptake hydrogen and Carbon Capture and
Storage (CCS) in the power, heat and industry sectors. To this end, endogenous
hydrogen demand modelling in energy system modes is needed to achieve more
accurate projections. Such an integration has so far been overlooked in the scholarly
discourse. The open-source power-system model EMPIRE model (Backe et al.,
is applied and its scope is extended by enhancing its analytical capability to
scrutinise the role of natural gas and hydrogen in the prospective European energy
infrastructure. Originally designed for long-term European power system expansion
planning, the EMPIRE model has since been augmented to encapsulate CCS
et al.| [2021), domestic heating systems (Backe et al [2022) and hydrogen production
(Durakovic et al.| 2023bla). Using EMPIRE, our focus rests on the modelling
of hydrogen production technologies, which include electrolyser and natural gas
reforming processes both with and without CCS, while considering scarcity of both
electricity and natural gas. Furthermore, we evaluate energy consumption and the
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feedstock requirements of major industry sectors, such as cement, steel, ammonia,
and refinery. The modelling approach for the power and heat sectors is informed
by Backe et al. (2022), while the energy consumption figures for the transport
sector are derived from external references. Our methodological approach seeks
to illuminate the fuel and feedstock switch from natural gas to hydrogen within
the future European energy system. To maintain the tractability of the model,
we employ linear programming while retaining existing features of the EMPIRE
model, including the handling of short-term uncertainty and multi-period investment
planning.

The main contributions in this paper include: (1) the incorporation of endogenous
hydrogen demand within a large-scale, long-term energy system investment model,
(2) detailed modelling of the energy consumption and feedstock demand in key
industry sectors, and (3) a comprehensive analysis of the influence of natural gas
price and availability on hydrogen production, and the subsequent decarbonisation
implications for the power, heat, and industry sectors in Europe.

The structure of the paper is as follows: Section furnishes background
information concerning the industry sector’s role in energy systems, the prospective
impact of hydrogen, and the use of CCS. Section [VL.3]elucidates the adopted method-
ology and data sources. Section presents and interprets our computational
results. Finally, Section provides concluding thoughts and directions for future
research.

VI.2 Literature review

In the following, we present a brief overview of relevant literature on the energy
consumption and decarbonisation of the industry sectors and its representation in
energy system planning models, demand side flexibility in industry sectors, and the
potential role of CCS and hydrogen in the industry sector.

VI.2.1 The industry sector in the energy system

In 2021, the industry sector accounted for 25.6% of the final energy consumption
in the EU (European Environment Agency, 2023). It was the third largest energy
consumer among all sectors. Also, the industry sector accounted for 22% total
emissions in the EU with 757 million tonnes CO5. Therefore, it is important to
decarbonise this sector. An optimisation model for the simulation and operational
optimisation of the industry sector with a high level of detail was developed
. This bottom-up model was demonstrated in the Danish energy
system. The pathway of the energy transition is simulated but not optimised.
Although these models include sufficient operational details, the optimal investment
for the transition in the industry sector was not investigated. In this paper, we
aim to fill this gap by including the investment planning of the industry sector
in a long-term stochastic energy system planning model. We focus on modelling
the energy consumption of the industry sector, including cement, steel, ammonia
and refinery. These are the major energy consumers in the industry sector. In the
following, we present the background knowledge on modelling production processes
in these sectors.
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Cement production usually consists of raw materials handling, pyroprocessing,
milling and bagging (European Environment Agency}, [2019). The CO2 emits during
the pyroprocessing phase, where the raw materials mix needs to be heated up to
produce clinker. The detailed cement production processes were provided by
. Traditionally, the fuel used to generate heat is natural gas. Different CCS
technologies in the cement industry were reviewed (Hills et al. [2016). The use of
hydrogen in cement production is a relatively new area of study and represents
an interesting pathway for decarbonising the cement industry. A techno-economic
assessment of using by-product oxygen from water electrolysis in hydrogen production
for CCS in clinker production demonstrates potential cost advantages and highlights
considerations around supply reliability and transport distance (Nhuchhen et al.|
. The papers included detailed cement production processes but were limited
to the cement industry only. In this paper, we consider both hydrogen fuel switch
and CCS, and include the decarbonisation of the cement industry in a large energy
system planning problem.

The steel production process involves the extraction of iron from its ore,
purification, and conversion into steel, typically through the blast furnace-basic
oxygen furnace method or the electric arc furnace method. Steel-making and
continuous casting is usually the bottleneck in iron and steel production. An integer
programming model was developed to optimise this process by |Tang et al.| (2002).
A techno-economic model was developed for evaluating four alternative primary
steelmaking routes (Fischedick et al.| [2014)). The authors investigated the economic
and technical viability of innovative primary steel production methods in Germany
until 2100 by comparing three new ore-based steelmaking routes to the traditional
blast furnace method. The study showed that with rising prices for coal and CO4
allowances, blast furnace-based routes might become unprofitable, making hydrogen
direct reduction and iron ore electrolysis economically attractive due to higher
energy and raw material efficiency together with the potential to meet 80% reduction
targets. However, high investment costs and electricity price dependency could
hinder profitable implementation without further subsidies before 2030-2040.

Traditionally, natural gas is used as a feedstock for ammonia production plants
to produce hydrogen locally via steam reforming and then produce ammonia
from hydrogen (Egenhofer et al.| 2014). Optimisation models for the production
optimisation of chemicals can be hard to solve due to the inclusion of complex
constraints. A trust region filter method for the black-box optimisation problem
was proposed and was applied to solve an ammonia synthesis problem
@. Here, due to the problem size and research focus, we simplified the
modelling of ammonia production. In addition, we consider ammonia production
from the purchased hydrogen from a hydrogen system.

Hydrogen is used to reduce the sulfur content of diesel fuel in the refinery industry.
Traditionally, hydrogen is produced on-site with some emissions. A single objective
optimisation model is proposed to maximise hydrogen production in an oil refinery at
steady state condition (Sarkarzadeh et all [2019). The study showed that the main
advantages of the optimised process were the higher hydrogen production at lower
steam capacity in the plant and higher hydrogen production in reforming and shifting
reactors. A linear programming model was developed to optimise the hydrogen
distribution network for the refinery industry, and an efficient network design has
been achieved with a 30% reduction in hydrogen utility usage (Fonseca et al.| [2008)).
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Most of the literature considered the optimisation of hydrogen production on-site,
and the emissions from producing hydrogen were not sufficiently addressed. In
this paper, we combine the refinery sector with other industry sectors and consider
acquiring hydrogen from the system for the refinery processes.

The energy consumption of the industrial sector is a large share of the total
energy consumption. However, in most of the existing energy system investment
planning models, the industry is modelled simplistically. In [Backe et al.| (2022), the
energy consumption is only modelled exogenously, and the energy transition in such
a sector is not sufficiently modelled. In this paper, we aim to fill this research gap
by including sufficiently detailed operational modelling of the industry sectors in a
long-term energy system planning model and analyse the energy transition in the
industry sector.

Due to the higher penetration of uncontrollable renewable energies, demand-side
management has become an increasingly interesting and important topic. It is
important to harness renewable energies better. There is a potential in the industry
sector to shift their production activities according to energy availability. [Zhang &
|Grossmann| (2016) pointed out that the active management of electricity demand by
power-intensive process industries is an important part of demand side management.
A comprehensive review of the existing works on enterprise-wide optimisation for
industrial demand side management was presented. As a major energy consumer,
demand-side management in steel plants can help stabilise the power grid (Castro
. The authors developed a new mixed integer linear programming model
to optimise electric arc furnace operations in steel plants, showing that despite low
electricity prices, high-power modes are largely avoided due to their less energy-
efficient nature and higher electrode consumption, emphasising the importance of
electrode replacement in reducing overall costs. In this paper, we include industrial
demand-side flexibility, which can be a significant source of flexibility @),
by allowing each industry sector to shift their production by some percentage of
their capacities.

VI.2.2 Hydrogen in energy systems

From the literature above, we can see that hydrogen can be used in multiple industry
sectors, and in this paper, we systematically model the potential hydrogen demand
in industry. In addition to providing fuel and feedstock for industrial production
processes, hydrogen as a clean energy carrier can be used in other sectors, such
as power and heat and can be important for the energy transition in general. We
provide some literature on hydrogen in the energy transition in the following.
Cloete et. al (Cloete et al.,|2022) investigated the potential trade channels for
energy exporters in a low-carbon future using a new model. They found that natural
gas imports with CO4 capture is the least costly solution. However, exporting
blue hydrogen or steel produced via hydrogen reduces CO5 handling and is a viable
diversification strategy for fossil fuel exporters like Norway, despite moderately higher
costs. [Moreno-Benito et al.| (2017) extended the SHIPMod optimisation framework
to develop a sustainable hydrogen infrastructure for the UK’s transition towards a
low-carbon transport system. The extended model includes economies of scale, road
and pipeline transportation, and CCS technologies. The authors found that the most
cost-effective hydrogen production method that maintains low carbon emissions is
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natural gas reforming with CCS. [Bgdal et al.| (2020) proposed a cost-minimising
model to optimise investments in electricity and hydrogen infrastructure under
various low-carbon scenarios. They found that in Texas, by 2050, hydrogen produced
from both electricity and natural gas is cost-effective for emissions reduction, offering
system flexibility and enabling high renewable energy shares with less battery
storage. However, the results showed that the shift from electrolysis to steam
methane reforming for hydrogen production depends on carbon pricing and hydrogen
demand. A mixed-integer linear programming model was proposed to use offshore
energy hubs to produce and store green hydrogen offshore for the decarbonisation
of the Norwegian continental shelf (Zhang et al., [2022b]) and the European energy
system (Zhang et al] 2022a). The REORIENT model was proposed to integrate
investment, retrofit and abandonment planning in a single stochastic mixed-integer
linear programming for the long-term planning of the European energy system
. The results showed that the REORIENT model could yield 24% lower
investment cost in the North Sea region than the traditional investment-planning-only
model.

Only a few published studies have explored the integrated natural gas, CCS and
hydrogen value chains in multi energy system models. [Sunny et al. (2020) developed a
H2-CCS value-chain modelling framework as a resource task network, incorporating
the specification of exogenous demand that can be satisfied using hydrogen and other
alternatives. Hydrogen and CCS infrastructure was optimised, yet few details on the
demand side, particularly the industry sector, were included, and the power sector
was omitted in the model. [Reigstad et al| (2022) analysed future hydrogen demand
and infrastructure for hydrogen production, transport and storage with a specific
focus on Germany, the UK, the Netherlands, Switzerland and Norway. The analysis
also included the use of hydrogen and its combination with CCS for decarbonisation
of both industry and transport, still with exogenous demand. The studies of
let al.| (2022)) and [Victoria et al.|(2022) applied the PyPSA-Eur-Sec model including
options to invest in hydrogen production using steam methane reforming with
or without CCS and electrolysis. Options for autothermal reforming with CCS,
constituting improved efficiency and reduced CO5 emissions were not included in the
model. Resorting to a deterministic approach, stochasticity in renewable generation
was omitted in the model and a 3 hour time resolution was used, thereby limiting
the impact of variability in renewable generation in their analysis. [Seck et al.
analysed the potential of low-carbon and renewable hydrogen in decarbonising
the European energy system according to the set EU targets, using a three-level,
deterministic modelling approach with a detailed European TIMES-type model
(MIRET-EU), an aggregated model for the European energy system, and a dedicated
model for assessing hydrogen import options for Europe (HyPE). An emerging
feature of this approach was the ability of endogenous cost reductions based on
technology deployment in the model.

A comparison of this paper with relevant literature is presented in [Table VL.1.
In addition, for a more detailed literature review on hydrogen in energy systems, we

IThis column marks the papers that include the development of the CCS transport chain, as
well as the sequestration of COs.

2The natural gas column designates those papers that model the natural gas reserves and the
production from these, or import from LNG terminals, along with transport through the natural
gas pipeline network.

192



Methodology and data

Table VI.1: Comparison of this paper with relevant literature.

Ref. Optimisation Multi-period Stochastic Power Heat Industry Hydrogen Ccﬂ Natural ga
X X X X X X X
X X X X X X
X X X X X X X
X X X X X
X X X X X X
X X X
X (only steel) X
X (only cement) X
2008 X X (only refinery) X
his paper X X X X X X X X

refer the readers to [Agnolucci & McDowall (2013), who reviewed hydrogen literature
across different spatial scales, and |Li et al.| (2019), who reviewed optimisation
literature on hydrogen supply chains.

VI.3 Methodology and data

EMPIRE (Skar et al}[2016; Backe et al.l 2022) is used in this paper, formulated as a
multi-horizon (Kaut et al.| [2014) stochastic (Birge & Louveaux] 2011) mathematical
problem. EMPIRE minimises the investment and operational costs for power
production, transmission, and storage. While EMPIRE was originally a power
sector model, it has since been expanded considerably with an explicit model for
the domestic heating demand (Backe et al.| [2023]), and also the production of green
(Durakovic et al., [2023b) and blue (Durakovic et al., 2023a)) hydrogen to meet an
exogenous demand. In this work, EMPIRE has been expanded to include the option
to develop a CCS chain, and it now includes the industry sector together with the
hydrogen sector. With this change, hydrogen demand is no longer an exogenous
input, as hydrogen is one of several energy carriers and industrial feedstocks that
the model can choose. Also, the availability of natural gas is modelled explicitly
with available resources, LNG terminals, and pipeline capacities. An introduction to
how EMPIRE is generally set up is given in

The two temporal scales in the multi-horizon framework are the long-term
strategic periods, and the short-term operational hours. The strategic periods are
each five years long, and EMPIRE can invest in new capacity for all assets at the start
of each strategic period. The operational hours are linked to each strategic period,
featuring hourly dispatch of the assets to meet the demand of each commodity,
such as, e.g., power. EMPIRE represents each of the meteorological seasons with
one representative week of hourly operations each, as well as two days of peak
power demand. This temporal resolution is to validate the investments made in
the strategic period, and the operational costs for these representative weeks and
peak days are scaled up to represent the operational cost for one representative year.
EMPIRE features uncertainty in its operations, where each operational scenario
consists of such a representative year. There are three such operational scenarios in
this work, where the uncertain parameters include renewable power generation and
electric power demand.

EMPIRE features 52 nodes to represent the European energy system. 30 nodes
are for countries in Europe, in addition to 5 nodes for the five power price zones in
Norway. There are also 14 offshore wind farm nodes, and one offshore energy hub
node as in |Durakovic et al.| (2023b)). The remaining two nodes are the Sleipner and
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Draupner offshore platforms, which are used to transport natural gas in the North
Sea. The industries included in EMPIRE include the steel, cement, ammonia and
oil refining industries, all of which have the potential for large-scale use of hydrogen
in the future.

EMPIRE features a cap on annual COs emissions, in line with the targets set by
the |[European Commission (2018). Whereas the European Commission separates
the CO4 emissions from the power and industry sectors, in EMPIRE, these separate
caps are added into one shared cap for all sectors, giving the model the freedom to
trade emissions across sectors if necessary.

Previously, natural gas was assumed to be abundant, and following the price as
reported by the [European Commission| (2016). This has changed in this work in
order to reflect the lack of Russian natural gas in the energy system. Instead, the
production and transmission of natural gas are now modelled explicitly in EMPIRE,
where production can occur in Russia, North Africa or in the North Sea. No new
pipeline capacity or Liquid Natural Gas (LNG) import capacity can be built, where
the existing pipeline capacity is taken from ENTSO-G as implemented by
Bratseth et al|(2021), and the LNG capacity of each country is as reported by [Gas
Infrastructure Europe| (2022). All reserves estimates are taken from [bp (2021),
except for the Norwegian reserves, which are allocated to the three south-western
price zones based on geographic location as reported by [Norwegian Petroleum|
. Furthermore, in the cases where Russian gas is included, it is assumed that
there is an unlimited supply from Russia, and the only limiting factor is the pipeline
capacity. Similarly, LNG supply is also assumed to be inexhaustible, and is only
limited by the import capacity. The production capacity of Norway is split into
the three power price zones, where the production capacity of the price zone is the
capacity of Karstg (Equinor, 2023) in NO2, of Nyhamna in NO3, and
of Kollsnes (Equinor, 2023) in NO5. The natural gas production capacity of the UK
was taken from the [Energy Information Administration (2022). The natural gas
coming from North Africa is assumed to be constrained by the pipeline capacities
into Spain and Italy, and so these are the limits for this source. To represent the
flexibility in the North Sea pipeline network, the two hub platforms Sleipner and
Draupner are also represented, thereby representing the North Sea gas pipeline
network similarly to [Kazda et al. (2020). These are initially powered by on-site
gas turbines, and have the option of electrification from mainland Norway. Some
countries also have long-term natural gas storage, with the total capacity for this
taken from the [European Commission| (2022a)).

Cost of producing natural gas is assumed to be the same in the North Sea, Russia
and North Africa, and every country is assumed to pay the same price for LNG.
These prices are uncertain, and so two cases a constructed, where the natural gas is
more costly in one case. In the affordable case, natural gas production is assumed
to cost 10 EUR/MWh, and in the costly case, this cost is doubled to 20 EUR/MWHh.
The LNG prices are summarised in

The CCS chain is modelled such that CO5 can be captured from certain power
generators fuelled by coal or natural gas, from hydrogen production with natural
gas reforming and from certain industry plants, when applied in the steel and
cement sectors. COs can be transported internationally using pipelines, and can
only be permanently sequestered in the North Sea. shows which nodes
can sequester COg in this work, and the corresponding maximum capacity for
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Year Affordable LNG Costly LNG

2020 20.86 50.98
2025 22.57 55.15
2030 24.55 59.98
2035 26.22 64.06
2040 27.10 66.22
2045 27.66 67.57
2050 28.08 68.62
2055 28.08 68.62

Table VI.2: Price for LNG in affordable and costly case

CO; sequestration

Node capacity [Gt] Reference

NO2 29.5 [Halland et al. (2022
NO3 30.7 |Halland et al.| (2022
NOb5 0.2 |Halland et al.| (2022
Denmark 0.3 |Turgut et al.| (2021
The Netherlands 4.0  [Turgut et al.| (2021
Great Britain 78.0  |Turgut et al.| (2021

Table VI.3: Maximum capacity for offshore COy sequestration in the North Sea.

sequestration.

The industry is represented by the steel, cement, ammonia and oil refining
industries. The yearly output of steel is taken from the [European Parliamentary|
[Research Service (2021), where the future growth is assumed to follow the growth
trajectory as reported by the [International Energy Agency (2020). The initial
capacity of each country is taken from [EUROFER (2019). It is assumed that the
total scrap use cannot exceed 45% of the total annual crude steel demand, which is
roughly the average share of electric arc furnace production in Europe from 2012 to
2021 (EUROFER), [2022).

Ammonia demand is taken from [Egenhofer et al.| (2014). For the initial capacity,
it is assumed that this demand is met as if all of it were produced by ammonia
plants with local Steam Methane Reforming (SMR) without CCS, and that the
capacities of these initial plants are as if they meet the yearly demand by producing
at maximum capacity all year. The alternative way to produce ammonia in this
model is to have an ammonia plant that receives hydrogen from the hydrogen market
rather than producing it locally.

Cement is another sector that can potentially benefit from hydrogen and CCS,
especially the latter as the decomposition of limestone to calcium oxide in clinker
production emits roughly 0.78 tons of CO5 per ton of clinker produced. These
emissions also occur even if the fuel in the kiln is completely emissions free. In
this model, the yearly demand for cement is taken from the [US Geological Survey
, where the clinker to cement ratio is assumed to be improved as described
by the [International Energy Agency| (2018). The present capacity is assumed to
be such that the yearly demand is met by the initial capacity is run at maximum
capacity all year long.
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Refineries consume significant amounts of hydrogen and are included here as an
industrial sector. [McKinsey Energy Insights (2022) gives the refinery production
capacities of each European country, which is used to meet the demand for refined
oil. This demand is falling as Europe is decarbonising, and the yearly demand for
refined oil is decreased based on the decrease of refinery runs in as reported by
the [International Energy Agency (2021)).

The transport sector is modelled in a simplified way such that the annual energy
demand for each energy carrier, as reported by the |[European Commission (2020),
is met. The transport sector is thus an exogenous demand, and the model makes no
decisions about the technologies that are used.

The full code and all data is available as open access on the public project Github

page (Durakovic, 2023)).

V1.4 Results and analysis

This section includes the results and analysis of these. Four cases are considered,
featuring the different permutations of affordable and costly natural gas, and with
and without Russian natural gas. focuses on the temporal development
of the power and domestic heat sectors, analyses how the development
of hydrogen production changes between the different cases, shows
the changes in industrial production for the cement and steel industries, and finally,

[Section VI.4.4] shows the utilisation of CCS.

VI1.4.1 Power & domestic heat sectors

The European power demand is predicted to increase considerably in conjunction
with tightening CO, emission caps. shows the development of the
European power generation capacity, subject to these two developments.

The four cases shown in share some similarities. The first is that
there is a large growth in power generation capacity in Europe, by at least 130%
between 2020 and 2050. The second important observation is that this growth is
mainly underpinned by the renewable generators of solar and wind. Furthermore,
both onshore and offshore wind play large roles in the power system in 2050, where
grounded offshore wind accounts for most of the offshore wind capacity, but floating
offshore wind still has between 24.0 and 49.7 GW of capacity, depending on the
case. Renewable power generators are thus at the core of the European power
sector, with other dispatchable generators supplementing the renewables when there
is insufficient renewable power generation to meet all demand. All four cases also
feature hydrogen-fuelled power generators, but these only play a minor role, where
the capacities total capacity for hydrogen-fuelled generators in 2050 is between 13.0
and 22.4 GW.

There are also some important differences between the cases in One
trend that can be observed is how the total power generation capacity grows as
access to natural gas is restricted, either through higher natural gas costs, or by
removing Russian gas. Comparing the most relaxed case in with the
most restrictive case in it can be seen that the total power generation
capacity in 2050 grows from 2.4 TW to 2.7 TW, or by about 12.5%. It can also be
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Figure VI.1: Development of European power sector.

observed how the total installed generation capacities of the renewable generators
grow considerably as access to natural gas is restricted, with onshore solar and wind
having the largest increase.

Another important difference between the four cases is the role of natural gas in
the power sector. In[Figures VI.1aland [VI.Ib|natural gas power generators, both with
and without CCS, account for a significant share of the power generation capacity,
whereas in [Figures VI.1cand [VI.1d] these capacities are strongly diminished. The
power system requires dispatchable power that gas-powered generators previously
offered, and in [Figures VI.Ic and [VI.1d, this role is filled by coal-fired power plants
with CCS. Furthermore, as previously discussed, renewables account for a larger
share of the power generation capacity.

shows the development of the European domestic heat sector in the
four cases. Overall, the development is very similar in all cases. It can be observed
how the domestic heat sector tends towards larger centralised Combined Heat and
Power (CHP) and district heat systems. The decentralised gas-based systems are
simultaneously phased out. There is also a pivot towards individual air-source heat
pumps, as opposed to boilers for individual households. Note that the capacity
shown for heat pumps in is the electric capacity of the heat pump, as
the coefficient of performance is stochastic, depending on the outside temperature in
each country. The coefficients of performance are between 1.83 and 3.33. The heat
output of the heat pump systems is thus higher than suggested by

Inspecting the differences between the cases, it can be seen how when access
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Figure VI.2: Development of European domestic heat sector.

to Russian gas is removed, then there is a larger reliance on bioenergy-based CHP
plants, where the capacity in 2050 increases by at least 18% compared to the
respective case with Russian gas. The expanded use of heat pumps is in line with
the results presented by [Pedersen et al.| (2022), but the use of hydrogen in the
heat sector is not. In their results, hydrogen is not used in the heating sector at all,
while electricity-based heat, from both heat pumps and resistive heating, is used
extensively. One reason for this difference may be that their model is deterministic,
thereby potentially overestimating the availability of renewable electricity. Taking
the uncertainty of renewable generation into account has been shown to favour
dispatchable generators (Seljom & Tomasgard, [2015)).

In short, [Figures VI.1] and [VI.2 show how energy production for both power
and heat rely more on energy sources within the EU, in terms of renewable energy
generation, bioenergy, and to some extent, coal. This comes at the expense of gas
use, which was previously in large part sourced from Russia.

V1.4.2 Hydrogen production

Hydrogen is an important energy carrier in a decarbonised energy system, where it
can be used to decarbonise power and heat supply, as well as energy and feedstock
supply in industry. Hydrogen is also used in the exogenous energy demand in
transport, which has to be met in this model. shows the development of
hydrogen production, as it is decarbonised along with the rest of the energy system,
including the locally produced hydrogen for ammonia production, which is included
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in the steam methane reforming group.

[Figures VI.3a and [VI.3b] show that when Russian gas is available, the most
cost-effective way to produce hydrogen is through natural gas reforming. In the
beginning, this hydrogen production is mainly based on SMR without CCS, much
like hydrogen production today, but this way of producing hydrogen is substituted
by autothermal reforming in the long term, using gas heated reformers for improved
efficiency and CCS for reduced CO4 emissions.
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Figure VI.3: Development of hydrogen production capacity in Europe.

Interestingly, there is no substantial electrolyser capacity in either the affordable
or costly case when Russian gas is available. This is because there is an abundance of
affordable pipeline gas, and the included technologies are able to produce hydrogen
with a very high CO4 capture rate, allowing for the production of hydrogen with
very low greenhouse gas emissions. At the same time, it is assumed that the
delivered natural gas is not associated with any methane leak, whereas in reality,
certain countries have considerable methane emissions associated with natural gas
production, including for example Russia and Algeria (International Energy Agencyl
. Accounting for the greenhouse effect from these methane leaks can have a
significant impact on the climate footprint of blue hydrogen (Howarth & Jacobson,
, which can significantly influence these results by facilitating an increased
production of green hydrogen. In considering the greenhouse effect from methane
leaks, it is important to differentiate on where the hydrogen comes from|Romano et al.
, advantaging Norwegian blue hydrogen. These results are aligned with the
2022 report by [Hydrogen4EU]| (2022), where upstream methane leak was considered
in the development of a hydrogen supply chain. In this report, the distribution
between blue and green in their Technology Diversification case was similar to what

is seen in emphasising the potential of blue hydrogen production.
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Removing access to Russian gas, as in [Figures VI.3¢ and [VI.3d] leads to some
important differences. While the development of hydrogen production capacity looks
similar in the short timeframe, it can also be observed how green hydrogen plays a
much more important role in these cases, especially in where natural
gas is costly. In these cases, there is substantially less pipeline gas available in the
market, and much of the natural gas demand is met through LNG imports. In the
case shown in the LNG is affordable enough that it is economical to
produce blue hydrogen from LNG imports. However, in the costly gas case, this
occurs much more rarely, and pipeline gas is the main source of natural gas for
hydrogen production. Since there is much less pipeline gas available in the case shown

in [Figure VI.3d| it becomes much more attractive to produce hydrogen through
electrolysis. By 2050, green hydrogen accounts for almost 60% of the total hydrogen

production capacity in [Figure VI.3d] as the green hydrogen production capacity

increases in conjunction with the large increase of renewable power capacity seen
in

In the REPowerEU plan (European Commission, [2022b), the European
Commission set a goal of 20 Mt of annual renewable hydrogen production, with
10 Mt being produced inside the EU, and the remaining 10 Mt being imported from
nearby regions. None of the results shown in reach this goal. Instead,
by 2030, all of the hydrogen production capacity is in natural gas reforming, and
with the majority being SMR without CCS. Most of this capacity comes from local
hydrogen production for ammonia. Considering the development of the power sector
as shown in [Figure VLT, it is evident that by 2030 there is not enough renewable
power to support 20 Mt of renewable hydrogen production. In order to achieve these
goals, it is therefore necessary to build up a much larger capacity of renewable power
generation by 2030. At the same time, the results suggest that this may not be
necessary; it is possible to reach the carbon neutrality goals without needing 20 Mt
of renewable hydrogen in 2030, and also without relying on Russian gas.

V1.4.3 Industry

This work includes the steel, cement and ammonia industries in order to cover their
hydrogen demand, and see to what degree they use CCS, when possible.

shows the production of European steel, and the share of the total
production that each steel plant accounts for. Common for all four cases is how the
use of scrap is maximised, as this way of producing steel is emissions-free.
also shows how eventually, regardless of the case, all European steel is made in
Electric Arc Furnace (EAF) plants, that either use scrap or iron reduced using
hydrogen as a feedstock. Biocarbon is also not used in any of the cases, instead
favouring CCS and hydrogen as decarbonisation pathways.

The difference in the four cases mainly occurs as Russian gas is removed
in [Figures VI.4d and [VI.4dl While also in these cases, steel production ultimately
relies completely on hydrogen and scrap, the transition to this final state is different
than the cases seen in [Figures VI.4a] and [VI.4b] Whereas the cases with Russian
gas transition directly from the conventional Blast Furnace, Basic Oxygen Furnace
(BF-BOF) technology to hydrogen direct reduced iron with EAF, the cases without
Russian gas go through an intermediate step with steel plants using the BF-BOF
technology, but with CCS. This comes as a result of there being less affordable
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Figure VI.4: Evolution of European steel production.

hydrogen available in the energy system when the Russian gas is removed; it becomes
more effective to decarbonise through CCS while the hydrogen market matures, even
though the COs capture rate in the steel sector is relatively low at 60%. In this way,
the steel industry avoids having to use relatively scarce natural gas (through the
consumption of blue hydrogen), and can instead continue using the more abundant
coal.

In this work, the cement industry can be decarbonised by building cement plants
where the clinker is produced using gas while capturing the COs emissions, or
partially decarbonised by switching the fuel used in clinker production to hydrogen.
Figure VI.5 shows how these three options decarbonise the cement industry.

Comparing the four cases, it can be observed how their developments in the
cement sector appear almost identical. Starting from 2030, the cement sector is
gradually decarbonised by introducing CCS to cement plants, and by 2050, all cement
plants feature CCS in all four cases. This result is in line with what is presented by
the [International Energy Agency (2018), where CCS appears as a priority for the
decarbonisation of cement.

In it can also be observed how a small share of clinker production
experiences a fuel switch from natural gas to hydrogen before 2050. This result is

counter-intuitive, as hydrogen production is largely based on natural gas, as seen in
and the production of this hydrogen includes an efficiency loss, thereby
ostensibly introducing inefficiencies in the energy system. The reason for this fuel
switch is a modelling anomaly. The hydrogen-based cement plants in the results
are constructed in south-eastern Europe, a region that has previously been supplied
by Russian gas. The availability of this gas is removed in this case. Furthermore,
a modelling assumption is that the model cannot build new natural gas pipelines,
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Figure VL.5: Evolution of European cement clinker production.

whereas it can build new hydrogen pipelines. As Russian gas is removed and LNG
is (prohibitively) expensive, the existing natural gas pipeline infrastructure is not
sufficient to sustain all the natural gas demand here. The model is thus forced to
build hydrogen pipelines instead in order to meet the demand. This will in reality
likely not develop as shown in [Figure VL.5d] as the infrastructure may be operated
in a more efficient way that is not modelled, or if necessary, the gas infrastructure
may be reinforced to suit the needs of the energy system.

V1.4.4 Sequestration of CO-

The results in this work use CCS on a large scale, and shows how
much COs is sequestered in the North Sea until 2055. It is evident that regardless
of the case that has been investigated, CO4y sequestration is an effective way to
decarbonise the European energy system, and by 2050, at least 10 Gt of CO5 has
been sequestered in the North Sea.

Inspecting where the COs is sequestered, it becomes clear that the geographic
location of the sequestering site is important. The first areas to begin sequestering
COg4 are Denmark and the Netherlands, and these are also the only areas to fully
utilise their maximum sequestration capacity. Following these two locations, the rest
of the captured CO; is mainly stored in South-Western Norway, NO2, and Great
Britain, owing to their proximity to continental Europe.

In the cases without Russian gas, shown in [Figures VI.6c| and [VL.6d] CO,
sequestration is used at a bigger scale than the cases with Russian gas, and at least
20 Gt of CO; is sequestered in these two cases. In it was shown that
without Russian gas, the European energy system would rely more heavily on coal

202



Results and analysis

CO, sequestered [Gt]
CO; sequestered [Gt]

2020 2025 2030 2035 2040 2045 2050 2055 2020 2025 2030 2035 2040 2045 2050
Period Period

(a) Affordable, with Russian gas (b) Costly, with Russian gas

€O, sequestered [Gt]
CO; sequestered [Gt]

0-r " g g g g v d 0-f " " " g g g d
2020 2025 2030 2035 2040 2045 2050 2055 2020 2025 2030 2035 2040 2045 2050 2055
Period Period

(c) Affordable, without Russian gas (d) Costly, without Russian gas
3 Denmark I Great Britain  EEE NO5
[ Netherlands  EZ@ NO3 B NO2

Figure VI.6: Expected cumulative amounts of CO, sequestered in the North Sea.

power plants with CCS, which capture more CO, per unit of energy than their
gas-based counterparts. It was also shown in how CCS played a large
role in the steel sector once Russian gas is unavailable, and the effect of these changes
is that more CO2 has to be sequestered in the North Sea, as shown in [Figure VLG.

shows the COy pipeline topographies in 2030 and 2050 for the costly
natural gas cases, with and without Russian gas. Broadly speaking, the topographies
in 2050 look very similar for the cases with and without Russian gas, shown in
[Figures VI.7b]and [VL.7d] Here, the European countries are well-connected to each
other, and with end-points in the main sequestration nodes, showing the importance
of CCS in the future.

In 2030, some differences arise. Comparing [Figures VI.7a and [VI.7c| it can be
seen how both cases show the start of the CO5 pipeline networks seen in 2050, but
also how the case without Russian gas, shown in [Figure VL.7c, has a much more
developed COs pipeline network than the case with Russian gas. In fact, the sum of
COs, pipeline capacities in 2030 in the case without Russian gas is over 3 times as
large as the case with Russian gas. Furthermore, it is also evident how more countries

have adopted CCS by 2030 in [Figure VI.7c, and the topography is consequently
more branched out.

CCS was predicted to be an important technology for the industry and power
sectors (Holz et al., [2021)), and it appears that it has become even more important
following the disconnection from Russian gas. This applies both in the short term,
as seen in the 2030 maps in but also in the long term, as demonstrated
in where the total CO5 sequestered by 2050 when there is no Russian
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Figure VI.7: Development of CO; pipeline topography. All figures in the costly
natural gas case.

gas significantly exceeds the cases when Russian gas is available.

VI.5 Conclusion

This work has investigated how the European energy system can reach the carbon
neutrality targets by 2050 in the power, domestic low temperature heat, and industry
sectors, while also accounting for the energy demand in the transport sector. The
paper has analysed energy transition pathways without using Russian pipeline gas,
and the results were compared with the case where Russian gas would again be
available. An important contribution of the work is endogenous hydrogen demand
modelling, enabling the model to optimise the deployment of technologies using
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hydrogen in the power and industry sectors, taking into account the scarcity of
electricity and natural gas, which are required to produce hydrogen.

As a general conclusion from the results, hydrogen is projected a key role in the
industry sectors going forward, and a minor role in the power system. The results
show that hydrogen may also play an important role in the domestic heat sector,
where it is used as a clean fuel for district heat networks.

The results also show a tremendous value of CCS in the decarbonised European
energy system, especially now that Russian pipeline gas is not going to be used.
With less affordable natural gas available, the European energy system relies more
heavily on coal than it otherwise would, especially in the power and steel industries.
This coal use is combined with CCS in order to significantly lower the CO5 emissions.

Summarising the findings in key messages, it is found that:

e The removal of Russian natural gas increases the use of coal. It is
found that in the power sector, coal power plants replace the role that gas
otherwise would have as a dispatchable generator. In the steel sector, the use
of iron reduced using hydrogen is also significantly delayed when Russian gas
is unavailable, as the volume of affordable hydrogen in the energy system is
insufficient. Consequently, BF-BOF steel plants fuelled by coal are used for
longer. In both the power and steel sectors, CCS is used in order to decarbonise
coal use.

e The use of gas in the power sector is partially replaced by renewable
power generators. As access to natural gas becomes more restricted, by first
removing access to Russian pipeline gas, and later increasing the price of LNG,
it is shown how the generation capacities for the renewables grow considerably.
In 2050, wind and solar account for most of the power generation capacity in
all cases, but they play a much larger role when LNG is costly and Russian
gas is unavailable.

e Blue hydrogen production is a cost-effective way of producing low-
carbon and affordable hydrogen. Natural gas reforming, both with
and without CCS, accounts for a large share of hydrogen production in all
investigated cases, and in most cases it is the only source of hydrogen before
2050. Only when Russian gas is unavailable and LNG is very expensive does
green hydrogen account for over half of the production capacity in 2050.

e« CCS is important for reaching European decarbonisation goals. In
all the investigated cases in this work, CCS plays a significant role in reducing
FEuropean greenhouse gas emissions. This is especially the case in the power,
hydrogen, and cement sectors. By 2050, at least 10 Gt of COs is sequestered
in the North Sea in all cases, with Great Britain, the Netherlands and South-
Western Norway sequestering the most, owing to their geographic location and
maximum offshore sequestration capacity.

e Phasing out Russian pipeline gas increases the importance of CCS.
In the cases where Russian gas is removed, the minimum amount of COs
sequestered by 2050 increases to 15 Gt. Furthermore, it is shown that the
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European COs pipeline transport chain develops faster when Russian gas is
unavailable. This is a result of how CCS is picked up in the steel industry, and
also due to its use with more carbon-intense coal plants in the power sector.

There are several ways in which this work can be expanded and improved upon.
These include:

¢ Including endogenous handling of the transport sector. This work
has an exogenous transport demand for different energy carriers, including
hydrogen, natural gas and oil. However, in following with the goal of the work
to study the optimal uptake of different low-carbon energy carriers and fuels
under different energy market conditions, it would also be worthwhile to treat
the transport sector similarly to the other included sectors in this work.

o Including additional industrial sectors in the model. This work only
includes four industries in the representation of the industry sector: steel,
cement, ammonia and oil refining. There are other sectors that are also energy-
intensive that are also covered by the ETS,, e.g.,, the aluminium sector. It
would be interesting to also include these sectors in this work, to have a more
complete representation of European industry.

¢ Including long-term uncertainty. Studying the European energy system
until 2050 includes many uncertainties, especially long-term uncertainties when
it comes to technology development and future policy. These uncertainties are
undoubtedly important to planners today and in the future, and frameworks
that include these uncertainties in their planning will be highly valuable. Future
works should therefore look for ways in which these can be included while
retaining the computational tractability of these problems.

¢ Conducting a sensitivity on CCS parameters. The results in this paper
rely heavily on CCS, in all of the sectors that include this technology. However,
CCS is not a mature technology yet. It would therefore be valuable to inspect
how resilient this pathway is to alternative technological and economical
developments in the CCS space. Moreover, studying different policies with
regards to CCS acceptance would also be interesting.
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Abbreviations

CCS carbon capture and storage
EU European Union

BF-BOF basic furnace - blast oxygen furnace
LNG liquid natural gas

SMR steam methane reforming
CHP combined heat and power
EAF electric arc furnace
Indices
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operational scenario
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remaining initial capacity of asset a

lifetime of asset a

investment into asset a in node n in period 7

available capacity of asset a in node n in period 14

available capacity of storage for commodity ¢ in node n in period 4
the production of commodity ¢ in node n using production method p

in hour A in period 4 in scenario w

the use of commodity ¢ in other endogenous processes in node n in
hour h in period 7 in scenario w

transport of commodity ¢ from node n to node m in hour A in period
7 in scenario w

electric demand shed in node n in hour A in period 7 in scenario w
storage level of commodity ¢ in node n in hour A in period 7 in scenario
w

charging of storage for commodity ¢ in node n in hour A in period ¢
in scenario w

discharging of storage for commodity ¢ in node n in hour h in period
7 in scenario w
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Appendix VI.B Introduction to EMPIRE

This appendix gives an introduction to the structure of EMPIRE, showing the logic
of the constraints in the model. For an overview of symbols used in this appendix

and their meaning, see
Equation (VI.1) shows the general formulation of the flow balance for a commodity,

¢, in EMPIRE. The commodities covered by the flow balance constraints include the
power, hydrogen, natural gas, CCS, transport, steel, ammonia, cement, and refinery
sectors.

The flow balance consists of sources of a commodity, y, """, which are the
various way in which the commodity is produced. For the power sector for example,
the sources are the power generators, and for the natural gas sector, the sources
include the various ways of producing or importing natural gas.

The sinks, yfl‘shwfi, in the flow balance, are the endogenous uses of the commodity,
and this links the different flow balances together. For example, to produce hydrogen
with electrolysers, which is a source in the hydrogen flow balance, it is necessary to
consume power, which is a sink in the power flow balance.

It is also possible to transport some commodities between nodes, which are
covered by the two transport variables for import, y;t;a;:slw, and export, yflﬁ;aﬁw
Some commodities, such as power, or the cases with inflexible industry, also have
exogenous hourly commodity demands that must be met, represented by Dy , ; .
Where there is no such hourly demand, Dy, ;, ; , is set to 0. Finally, the power sector

uniquely also has the option to curtail demand, which is covered by the variable

!
yn,h,i,w'
c,source c,sink o c,trans _ctrans o
yn,p,h,i,w yn,h,i,w yn,m,h,i,w ym,n,h,i,w -
peEPC sinkeo® meLe

c
n,h,i,w

(— Yhpiw) mENhEH €T, weQ (VL)

[Equation (VI.2) describes how for an asset a, the individual investments into
capacity for that asset, 7, ; and the remaining initial capacity of that asset, 77, ;,
sum up to the total capacity of that asset, vy, ;.

7
Soap s, =vh, neNjieLi =max{l,i—i’%}, acA (VL2
Jj=i

An asset cannot be operated, y , , . at a higher level than its capacity, vy, ;,as

described in
Ynihw <VUni a€AneNicT,heH,we. (VL.3)
[Equation (VI.4) describes how storage is balanced for the commodities that have

storage. In all hours except the first hour of each season, the storage balance simply

says that the amount stored at the end of the hour, wy , ; . is the sum of the

amount stored in the previous hour, w¢, ;,_; , , plus the amount used to charge the

a
n,i’

. . h . . . .
storage in this hour, y75""? | minus the amount discharged from the storage in this
c,dischrg
hour, Y hoiw
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For those hours that are at the start of a season, a starting amount stored is
assumed. In this work, it is assumed that the storage starts half-full, 0.5 x v&5""

This is to allow enough flexibility for the model to charge and discharge the storage
as it wishes, even during the start of the season.

c c,chrg c,dischrg _ = ¢
Wy h—1,iw + Ynohiw ~ Ynhiw = Wnhiw
neN,he H\H icT,weQ, (Vida)
c,stor c,chrg c,dischrg __ ¢
0.5 x Un.i + yn,h,i,w - yn,h,i,w - wn,h,i,w?

neN,heH iceT,weQ.  (VL4b)

EMPIRE also features a constraint that ensures that the storage level at the
last hour of the season is the same as in the start, to ensure that the storage does
not lead to a net gain or loss of the commodity in the system. This is shown in

W piw=05x0v5" neNheH  ieT,weq. (VL5)

Some commodities have constraints that apply throughout the entire temporal
horizon. This includes the natural gas reserves, where the sum of all natural gas
production over all periods cannot exceed the local reserves of natural gas. Similarly,
for CCS, it is not possible to sequester more COs that the maximum capacity
at that geographic location, AS. This is described in [Equation (VI.6)| where the
hourly operations are first scaled up to yearly values through the factor ag, and
then to the length of the period through the factor Lperiod  Note that the factor
( ;;7”;]; /Y ohie) Signifies that either there is a source of the commodity, as with
natural gas, or there is a sink of the commodity, as with CO5 in CCS.

DSOS et xag x (Y fystiel) < A, neN,weQ. (VL6)
i€Z s€S heHs
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