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Abstract: With the increasing global demand for renewable energy (RE), the growing share of new
energy sources has become an inevitable trend. However, due to the uncertainty and fluctuation of
renewable energy generation, this poses challenges to the stability of the power system. To mitigate
the volatility of wind power output, ensure reliable power supply, and improve energy storage
utilization, shared energy storage (SES) can be deployed in renewable energy bases (REBs) to alleviate
the pressure on the power supply. However, electrochemical energy storage (EES) faces issues such
as lifespan degradation and maintenance cost allocation. In this regard, this paper establishes an
EES characterization model considering the dynamic degradation characteristics of batteries and
analyzes the coupled relationship between lifespan degradation laws and key parameters in SES
operation. Additionally, to assess the impact of electrochemical energy storage’s dynamic degradation
characteristics on energy capacity allocation and operational strategies, an optimization model for
SES in REBs is developed. Building upon this, a cost allocation mechanism is designed based on
the marginal contribution in both the day-ahead and the real-time markets to address the differing
demands for SES among different units within the REBs. Case studies are conducted to validate
the rationality of the proposed optimization model for SES in REBs and the adaptability of the cost
allocation mechanism. The results provide valuable insights for practical applications.

Keywords: shared energy storage; renewable energy base; dynamic degradation characteristics;
two-stage market optimization; cost allocation mechanism

1. Introduction

With the implementation of the dual-carbon target, it has become clear that large-scale
renewable energy generation, specifically through wind and photovoltaic power, is the
direction and necessary choice for new power systems in the future [1-3]. To achieve the
strategic goals of building a new power system, China has proposed to further build REBs
to facilitate the high-quality and rapid development of RE. The “14th Five-Year Plan for
China’s Economic and Social Development and the Long-Range Objectives through the
Year 2035” released in March 2021 proposes to focus on developing nine clean energy bases
and four offshore wind power bases during the duration of the 14th Five-Year Plan. In
June 2022, the National Development and Reform Commission and nine other departments
issued the “14th Five-Year Plan for the Development of RE”, which explicitly proposes
active steps to promote the development of wind and solar power generation facilities, and
expedite the construction of large-scale REB projects, with a particular emphasis on desert,
Gobi, and other barren regions [4-6]. However, the “anti-peak” characteristic of wind
power and the weather impact on photovoltaic power generation have increased volatility
of the net load curve, which imposes higher requirements on flexible resources for the new
power system. Several provinces have implemented policies mandating that RE plants
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install a specific percentage of ES to reduce the influence of RE integration on the safety
and stability of the power grid. The integration of energy storage systems with renewable
energy sources addresses the mismatch between renewable energy generation and load
demand and reduces the uncertainty of renewable energy output, thereby enhancing the
overall operational efficiency of the grid, lowering power supply costs, improving system
stability, and enhancing power quality [7-9].

Due to the instability of RE, ES is needed to improve the total efficiency and stability
of the power grid, reduce electricity supply costs, and enhance the utilization rate of RE.
Currently, EES is the main ES technology, and its application has become increasingly
widespread as its technology continues to develop and costs continue to decline [10]. Nev-
ertheless, when ES is solely coupled with REBs, its usage rate is comparably low, making it
challenging to recoup the expenses of ES, particularly in the present scenario where raw
material costs are surging while RE project prices continue to fall [11,12]. The utilization
rate of ES will further decrease when coupled solely with REBs, thereby hindering the pro-
motion of the development of RE. To address the low utilization rate and poor economics
of ES paired only with REBs, SES can provide an effective solution. By using SES, ES
expenses can be reduced and utilization rates can be increased, thereby better supporting
the development of RE [13-15].

A large-scale REB is composed of multiple wind and photovoltaic units, as well as
their collection and transmission networks. Essentially, configuring SES for REBs means
meeting the ES needs of various RE units within the base. Therefore, we need to consider
the differences in ES needs of different RE units within the base to achieve fair distribution
of ES costs. The core of the SES mechanism for REBs is how to quantify the contribution
of SES to the ES capacity requirements of various RE units and then share the cost of SES
accordingly [7]. Several studies have been conducted on the modes of operation for SES
and cost allocation among RE units. Some researchers have investigated the impact of
performance quality and prediction errors of renewable energy units on the demand for
energy storage capacity and the allocation of energy storage costs [16]. Ref. [17] proposed
a wind power cluster and SES coordination optimization mechanism, and allocated the
benefits of each member of the alliance to demonstrate that the coordination optimization
mechanism is conducive to reducing operating costs of each member and ensuring fairness
of benefit distribution. In [18], a novel non-cooperative game mechanism is proposed,
which optimally regulates the operation of distributed generation and flexibility resources
by considering economic factors and electric power quality. Ref. [19] introduced a new two-
stage credit-based model for SES which, considering time accumulation effects, developed
an SES pricing strategy and a capacity planning scheme, and demonstrated the advantages
of the proposed novel shared model in the field of economic efficiency and the utilization
rate of ES. The research results indicate that SES has enormous potential value, not only
for configuring SES in REBs but also for applying SES to various links in the power
supply chain. Ref. [20] aimed to examine the real advantages of implementing SES in
residential neighborhoods, established optimization operation models for independent
and SES, compared and analyzed the optimal energy operations of the two, and developed
an efficient control strategy suitable for the use of SES to demonstrate the advantages of
SES in saving electricity costs and improving the ES utilization rate. Some studies have
also proposed transactional operation mechanisms for energy storage systems based on
non-cooperative game theory [21,22]. In [22], an interactive energy management scheme is
defined for multiple SES systems and users to achieve information sharing. These studies
have provided certain theoretical support and a decision-making basis for the formulation
of SES modes among a considerable quantity of RE units within a large REB. Existing
research has primarily focused on optimal capacity allocation and economic benefits of SES
among renewable energy units while neglecting the impact of cost allocation mechanisms
on the sustainable operation of SES. Therefore, this paper formulates a fair cost allocation
mechanism considering the differential ES demands of each renewable energy unit within
the base, aiming to achieve equitable distribution of ES costs.
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EES, mainly consisting of energy storage batteries, is one of the most economically
advantageous ES technologies among existing RE storage technologies. However, it should
be noted that EES has the characteristic of dynamic degradation of its lifespan. Although
SES operation modes can improve ES utilization rate, they can accelerate the degradation
of the lifespan of EES. However, in the research on SES for renewable energy integration
currently, the influence of shared operation on energy storage battery lifespan degradation is
often overlooked or simplified. For instance, some studies consider the working efficiency
of energy storage batteries as a constant value, disregarding the dynamic changes in
charging and discharging efficiencies [23,24]. However, in actual operation, energy storage
batteries experience dynamic changes in charging and discharging efficiencies due to power
losses generated during operation to meet load demand [25,26]. Additionally, to simplify
the complex degradation variations in practical operation, certain studies assume the same
degree of lifespan degradation under different operating conditions, without accounting
for the nuanced degradation of ES capacity under different operational scenarios [27].
However, it is clear that the lifespan of EES will gradually shorten with changes in the state
of charge (SOC) and the number of charging-and-discharging cycles. To more accurately
estimate the degradation of the lifespan of energy storage batteries, equivalent circuit
models, empirical models, and aging mechanism models are currently mainly used [28].
Ref. [29] proposed a method to detect the decay of the available capacity of energy storage
batteries using the discharge curve and capacity data based on a first-order Thevenin
equivalent circuit model. Ref. [30] established a calendar aging model of energy storage
batteries based on experimental data and quantified the impact of SOC, temperature, and
battery operating time on the degree of battery life decay. Ref. [31] studied the dynamic
performance changes of energy storage batteries under different environmental conditions
in a residential photovoltaic energy storage battery system, and analyzed the impact of
charging-and-discharging curves on battery aging. Moreover, existing research tends to
focus on the lifespan degradation characteristics of distributed independent energy storage
systems, lacking investigations on the impact of dynamic degradation characteristics of
SES on system operation. This paper, however, conducts a refined analysis of the dynamic
degradation characteristics in the actual operation of EES.

Moreover, due to the diverse output characteristics of different renewable energy units,
there are variations in the capacity requirements for SES. Existing research has primarily
focused on optimal capacity allocation and economic benefits of SES among renewable
energy units while neglecting the impact of cost allocation mechanisms on the sustainable
operation of SES. To analyze the influence of dynamic degradation characteristics on the
operational strategies and capacity allocation of electrochemical shared energy storage in
REBs, and to address the issue of uneven cost allocation resulting from differences in ES
capacity requirements, this paper presents a refined modeling of SES lifespan degradation.
Building upon the health status of EES, known as the state of health (SoH), this research
investigates the optimization of operational strategies and cost allocation mechanisms for
SES in REBs by considering dynamic degradation characteristics. The main innovations
can be summarized in the following three aspects:

e  This paper refines the coupling relationship between the degradation laws and key
parameters in the operation process of shared energy storage, and establishes a refined
degradation model for the operation of electrochemical energy storage sharing. This
model can better reflect the changes in performance parameters such as shared energy
storage charging and discharging efficiencies and state of health (SoH), thus quantify-
ing the degree of degradation in the lifespan of shared energy storage. It also provides
important theoretical support for the practical application of shared energy storage.

e Arenewable energy base—shared energy storage operation framework that considers
dynamic lifespan degradation is designed. This framework fully utilizes the advan-
tages of shared energy storage and enhances the profitability of various units within
high renewable energy bases in the day-ahead market through “peak shaving and
valley filling”. At the same time, it mitigates the uncertainty of wind power output
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and reduces the assessment cost of real-time balancing markets. The design of this
framework can better promote the sustainable development of renewable energy
generation.

e A shared energy storage cost allocation mechanism is proposed for renewable energy
bases based on the marginal contribution in both the day-ahead and the real-time
market. This mechanism can meet the energy storage demands of different renewable
energy generators and incentivize compatibility. The numerical results demonstrate
a positive correlation between the shared energy storage costs allocated to different
renewable energy generators and their corresponding energy storage demands. The
implementation of this mechanism can better promote the coordinated optimization
of renewable energy and shared energy storage operations, achieving a win-win
situation.

The rest of this paper is structured in the following manner. The SES operation
framework for a REB is proposed in Section 2. The refined model of dynamic life decay of
EES is introduced in Section 3. In Section 4, an optimized operational approach for SES in a
REB is presented, taking into account the dynamic degradation characteristics of EES. The
SES cost allocation mechanism based on the marginal contribution in both the day-ahead
and real-time markets is introduced in Section 5. Section 6 contains the conclusions and
future prospects of this study.

2. Framework of Energy Storage Sharing

A two-stage optimal collaborative operation strategy for a REB and SES is proposed
by combining day-ahead optimization and real-time optimization. This strategy includes
two stages: during the first stage, the optimization of day-ahead scheduling is carried
out, and each unit in the REB optimizes its day-ahead operation strategy based on the
day-ahead output prediction data. In the second stage, the charging and discharging
operation statuses of SES vary according to real-time electricity prices and the uncertainty
of wind power output, then embedded it into the day-ahead optimization model of the first
stage. Meanwhile, the dynamic degradation characteristics of the SES’s lifespan are taken
into account, and the influence of battery health status changes on ES capacity allocation is
considered. Considering the differential SES capacity demands of different units within
the REB, this paper measures the contribution of each member to the overall alliance and
allocates the investment and operational costs of SES among various renewable energy units
within the base. This allocation is performed in a manner that reflects the varying needs
of different units and ensures a fair distribution of the investment and operational costs
associated with SES. This strategy aims to optimize the overall operation of the system, fully
consider the uncertainty and fluctuations of wind power output in actual operation, and
improve the efficiency and economic viability of RE generation. The Operation framework
for energy storage sharing in a renewable energy base is shown in Figure 1.
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Figure 1. Operation framework for energy storage sharing in a renewable energy base.

3. Dynamic Degradation Model in Battery Energy Storage Sharing

To alleviate the impact of large-scale RE, such as wind and solar power, it may be
necessary to frequently adjust the charge and discharge states of RE batteries and the power
flow in and out of the grid. Therefore, the capacity degradation caused by the changes in
charge and discharge behavior of RE batteries in a brief span of time cannot be ignored.
It is necessary to consider the influence of changes in charge and discharge power on the
performance and lifespan of ES devices. Therefore, the fine-grained dynamic degradation
characteristics of EES are of great significance. In this section, the dynamic degradation
characteristics of EES will be finely modeled to provide more theoretical support for the
subsequent research on operation and cost allocation mechanisms of SES in REB.

3.1. Health-Aware Perception Model

The previous literature has used the SoH of an electrochemical battery to characterize
its degree of life degradation. Within this segment, a health-aware perception model
utilizing the battery’s equivalent circuit is established. Since the dual-polarization (DP)
equivalent circuit model is superior to the Thevenin model in the field of balance estimation
precision and calculative speed, the DP model has been chosen to characterize the SOH
of the battery. The DP model is essentially a series circuit, consisting of a power source,
internal resistance, and a second-order RC parallel circuit, shown in Figure 2 [32].

G T > G

|
L]

1 [+ R,
R R,

Ov.

Figure 2. DP equivalent circuit.
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The spatial state equations for the DP equivalent circuit can be derived as follows:

up = Upe — Uetp — Uedt — itRo (1)
U ducit _ Uot ducy t
=% +C— =7 0

where U, is the open circuit voltage, Ry is the internal resistance of the battery, i(t) is
the internal current of the battery, and u.;; and u.,; represent voltage across the two RC
circuits. By measuring the open circuit voltage and voltage across each RC circuit, the
circuit current can be calculated using the spatial state equations. Battery capacity can then
be calculated using Equation (2).

¢
Esgs,t = Esgs ty — ﬂSEs/t ipdt )
0

where 775 is the Coulombic efficiency of the battery, Egs s, represents the rated capacity
of the battery at initial state, Eggg; represents the capacity of the battery at time ¢, and tg
represents the initial operating time of the battery. Based on the stored energy capacity, the
SoH of the ES battery can be calculated.

The SoH of the ES battery at time t SOH; is expressed as the present available capacity
divided by the rated capacity at initial state, as follows:

E
SOH; = =551 % 100% ©)
Esgs g

As energy storage batteries undergo continuous charging-and-discharging cycles,
internal aging occurs, resulting in increased internal resistance and decayed capacity. For a
brand-new RE storage battery, its initial SoH is 1. When SoH; is lower than a certain value
6 or the internal resistance of the battery increases to more than twice the initial resistance,
the energy storage battery should be dismantled and recycled. Therefore, the final state
of health for the battery is 6, which is set to 0.8 in this paper [33-35]. Thus, the SoH; and
internal resistance of energy storage batteries are subject to the following constraints:

SOH; > ¢
{ Zt >t225tart (4)
where Z; is the internal resistance of the battery at time ¢. The relationship between SoH
and battery internal resistance can be further established using DP equivalent circuits,
which facilitates the determination of whether the battery is still suitable for ES based on
its internal resistance, as shown below:

SOH;, — SOH;

Zi =27 _—_——
t start + SOHtO — SOHtN

(Zend - Zstart) (5)

where SOH;, and SOH;,;, respectively, represent the initial and final health status of the
battery during its lifespan, Zs+ and Z,,,; are the battery’s resistance at the beginning and
end of the entire lifespan, respectively, and ty is the end time of the battery’s lifespan.
In addition, the relationship between the maximum power output P of a battery at

a certain moment and its SoH can be derived from DP equivalent circuits, as shown in
Equation (6):

Zstart

P =

t 7
where Py refers to the maximum power output that the battery can produce at the initial
state.

Py (6)
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3.2. Energy Storage Battery Life Degradation Model

The life degradation of ES batteries is influenced by various external stress factors,
such as temperature and operating time, and is also affected by the battery’s life status.
Therefore, its degradation can be considered as a nonlinear process that is the result of the
combined effect of external stress and time by establishing a nonlinear life degradation
model that can be decomposed into multiple stress factor models.

The life degradation caused by calendar aging L, can be considered as a function of
the average state of charge Soc(¥), battery average temperature T, and time t.

Legi= St (f, £ TC) (7)

Each charge and discharge cycle of the battery results in life degradation. The cumula-
tive life degradation is obtained by adding up life degradation of each cycle.

N
Lcyc = Z wtgc(Kt/ O, Tc) (8)
t=1

where Ly 155 refers to the life degradation caused by cycle aging; d; represents the depth
of discharge of the battery in the ¢-th cycle; and wy is a 0-1 variable that characterizes the
operating state of the battery in the cycle t, with a value of 1 indicating that the battery is in
a cyclic charging-and-discharging state and 0 indicating that the battery is not undergoing
charging and discharging, during which the life degradation of the battery only includes
the life degradation caused by calendar aging. The life degradation of the entire lifetime of
the battery can be represented as the function g; of «, t, T, ¥:

N

gd (K/ t/ TC/ 19) - gt (K/ t/ TC) + Z wth (Kf/ ﬁt/ TC) (9)
t=1

If cycles are identical, in a single cycle, the average temperature and SOC equals the
overall averages of the battery lifetime, thus T, = T, ¥ = . Equation (8) can be simplified
as shown below:

g(x,t,Tc,9,N) = Ng,(x,t,Tc,9,1) = Ng;1 (10)

where g;(x,t,Tc,9,1) is denoted as g1, which represents the life degradation during a
single cycle, and N is the number of charge and discharge cycles.

The life degradation caused by calendar aging and cycle aging can be expressed in a
product form of multiple linear stress factor models as follows:

841 = [G(t) + G(8)]G(x)G(Tc) (11)

(1) The temperature stress model:

1) ref
G(TC) — e”O(TC Tref) Tc (12)
(2) The state-of-charge stress model:
G(x) = o™ (K= Kref) (13)

(3) The time stress model:
G(t) = axt (14)

(4) The depth-of-discharge stress model:

G(8) = W
o Pﬁ’e’+Pﬁi5a5 (15)

0 = 2F;
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where ag represents the temperature stress coefficient; T, refers the reference temperature
in Kelvin (K); a7 is the SOC stress coefficient; k. is the reference SOC, which can be gener-
ally taken as 0.4-0.5; a; is the time stress coefficient, indicating that after excluding factors
such as temperature and life dependence, the degradation rate has a linear relationship
with time; P () and P#*(t) represent the charging and discharging powers of the battery
during the t-th cycle, respectively; and a3, a4, and a5 are stress coefficients about DOD.

According to the empirical formula [30], the life degradation of an energy storage
battery can be calculated as follows:

Lloss =1- ')’celleivwllgd - (1 - ')’cell)eigd (16)

where Lj,s represents the life degradation of the battery over its entire life cycle (pu), and
Yeel1 and v,y are parameters related to the formation process of SEI film.

3.3. Dynamic Efficiency Model for Energy Storage Batteries
3.3.1. Segmented Linearization of Power for EES Batteries

At any given time, the operating power of the battery P(t) satisfies the following
equation: '
Py = P{" + P (17)

However, it is impossible for one battery to charge and discharge simultaneously at
any given time, and one of P or P#* must be zero. The dynamic behavior of the battery
is simulated using the aforementioned DP equivalent circuit model, and the relationship
between the battery SoH and internal resistance is calculated. The charge-discharge cycles
of the battery will cause dynamic changes in its SoH and internal resistance, resulting in
dynamic changes in the operational efficiency during different periods. To simplify the
model, the charging and discharging power of the battery are segmented and linearized
separately. If the charging power is divided into M; segments, it satisfies:

M
PtCh = Z Pcm,t (18)
m=1
Pcmminwc,m,t < Pcm,t < Pcr%ach,m,t/ m=12,...,M (19)

where PZ%% and Pi" are the maximum and minimum of the charging power for the
segment, respectively, and we ¢ is a 0-1 state variable that characterizes the charging state
at time ¢, where a value of 1 indicates that the charging power is within the mth segment.

M
2 Wemt =1 (20)
m=1

The above equation indicates that the battery charging power can only be within one
power segment at any given moment. Similarly, for the discharging power, it is divided
into My segments, which satisfies:

.M
Pl =Y Pl (21)
j=1
PE Tty < Pliy < P70, j = 1,2,..., My (22)

M
Y =1 (23)
j=1
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where PC";‘;X’ and Pf;’;”’ are the maximum and minimum of the discharging power for the
j-th segment of the battery, respectively, and 7t is a 0-1 state variable that characterizes
the discharging power at t, where a value of 1 indicates that the discharging power is

within the j-th segment.

3.3.2. Storage Capacity of EES Batteries
After the time At, the incremental capacity of the battery is as follows:

o h 1 & /

AEc; = [ Z Pcm,tﬂgm + %Z ch,t]At (24)
m=1 Mej™ j=1
AEc,i! = Ec,tfl - Ec,t (25)
EM™ < E.p < EM (26)

dis
cj )
respectively, and E/"" and E!"** are the minimal and maximal battery capacity, respectively.

where 175;1 and #%¥ refer to the charging and discharging efficiencies of the m-th segment,

4. Shared Energy Storage Operation Model

In this section, we investigate the optimal strategy for the joint operation of RE
units containing multiple wind turbines and SES, considering the dynamic degradation
characteristics.

4.1. Objective Function

The objective function is to maximize profit, which comprises the revenue of the
day-ahead electricity market and real-time electricity market, and the total cost of SES.

max y_ (RP4+RPA —C5vm) (27)
te¢pT

where RP4 denotes the day-ahead market revenue at time t, RE4 denotes the real-time
market revenue at time £, and C;*" denotes the total cost of SES at time .

The day-ahead energy market (DEM) revenue RP4 and real-time energy market (REM)
revenue RP4 can be expressed as follows:

RPA = APARP? @9
RFA — )Lttiownpgiown _ /\?Pptul’ (29)
Aztiown _ (PdownAPA, )\?P — qbup/\PA (30)

where AP4 is the DEM price at time t; PP is the total power in the DEM at time t; P#0®"
and P, represent the positive and negative power imbalance at time  respectively; Af®"
and A;” are the settlement prices for the positive and negative imbalances of electricity
quantities in the balancing market, respectively; and ¢#°“"" and ¢*? are the penalty factors
corresponding to positive and negative imbalances of electricity quantities, respectively.

The total cost of SES C;*" is expressed as Equation (33), and C;*™ includes the invest-
ment cost of SES and its degradation cost, as follows:

inv
Cut _ Ct Lloss,t
t

T 24 % (1—40%) G1)
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o _ Y(L+7)Y pPOPREY 4 B Eggs (32)
! (14+9) -1 T x 365
C?um _ C;‘nv + Ctat (33)

where T is all the dispatch cycle number of SES within one day, and L;; ; is the lifespan
degradation rate of EES batteries during period t. Typically, when the health status of
a lithium-ion battery drops below 80%, the battery’s utilization rate cannot meet the ES
requirements and it should be recycled. Ci" is the SES investment cost, 7 refers to the
annual percentage rate of funds, y is the lifespan of the SES device, c3t° and c3F° are the
unit cost prices of shared energy per unit power and unit capacity, respectively, P,;EEJ? is the
maximum power of the SES, and Eggg is the capacity of SES.

The above utilizes the concept of unitized cost, which converts ES replacement cost
into cost per unit charge-discharge capacity, in order to obtain the ES degradation cost at
each moment.

4.2. Constraints

In this paper, the wind turbine units and the collaborative entity of the SES are selected
to participate in the day-ahead energy DEM. Therefore, the total power in the DEM is equal
to the sum of the day-ahead power outputs from the wind turbines and the energy storage
unit. Similarly, when they participate in the REM, the total power in the REM is equal to
the sum of the real-time power outputs from the wind turbines and the energy storage unit,

as follows:
DA
P sznd t + PSES,t (34)
PP = Pifias + Péfss (35)
where PuD]l 4+ 18 the wind power of the DEM at time £, PSES ; is the ES power of the DEM at

time t, PP/ is the total power in the REM at time ¢, P wind,o 1 the wind power of the REM

at time J, and P st is the ES power of the REM at time 4. The participation of the energy
storage unit in the DEM is determined by both its charging power and discharging power.
It is the difference between the discharging power and the charging power. Since the energy
storage unit can only be in either a charging or discharging state at a given time t, when it is
in the discharging state, it generates positive revenue from participating in the DEM. On the
other hand, when it is in the charging state, it incurs negative revenue from participating in
the DEM. Therefore, the day-ahead power of the energy storage unit participating in the
market is the difference between the discharging power and the charging power. The same
principle applies to the power of the energy storage unit participating in REM.

PSES [ szs t Pch t (36)

PSES& szsé Pchz) (37)

where PDh‘? is charging power of the DEM at time ¢, PD A ;1S the ES discharging power of

the DEM at time ¢, Pgﬁ is the ES charging power of the REM at time £, and Pflft is the
ES discharging power of the REM at time £. All four of these variables take non- negative
values.

Constraints on the system are as follows:

(1) the constraints of wind power output are

0< Pwmdt < Psumt (38)
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0 < Psum t (39)

wmd s =

where Psum ; represents the day-ahead forecasted total power for multiple wind turbines at

PBA

time ¢, and Py, ;

at time £.

(2) Energy storage capacity and power constraints: Equation (40) represents the
constraint on the ES capacity. Equation (41) represents the minimal and maximal of the
charging and discharging powers. Equation (42) restricts the device from charging and
discharging energy simultaneously. Equation (43) denotes the energy balance constraint
of the ES; it means that the charging-and-discharging capacity during the 24 h regulation
process must maintain balance with the initial energy level.

represents the real-time forecasted total power for multiple wind turbines

0 < E§¥s; < Esps, 0 < E§fs 5 < Egs (40)

0 < pDA < uehpSES [0 < PBA < yushpIES
{0 < PDA < i pSES” {o < P < s pSES 4
ur it <1 (42)
ESfso = ESés 1 ESfso = Edfs (43)
where E?}%t and Egés,t represent the day-ahead and REM storage capacities at differ-

PSES dls

ent times, P5E? represents the maximum operational power of the SES, ¢ and u¢
0-1 variables that represent the operation status of the ES at time ¢, and E ?E s and EB4 ST
represent the DEM and REM storage capacities at the last time ¢ of the day.

Additionally, the energy iteration relationship of the ES unit in the DEM and REM is
shown in Equations (44) and (45):

DA DA, pDA . SES _ SES 0
Estsiv1 = Esésy + Poy - 113 PR /PR E§Es o= 60%Egs (44)

A A SES SES
ESfs 501 = ESfc s+ (P55 - mi™s — PRAS /B )At 6 € [t,t + 1], EBES o= 60%Egps  (45)

where 1775 represents the working efficiency of the ES at time t.

Taking into account the dynamic degradation characteristics of EES devices and using
SoH as a medium, the changes in the performance parameters of ES are incorporated into
the above constraints to reflect the influence of the degradation of ES life on the operation
and benefits. The analysis in Section 3 reveals a nonlinear dependence between ES device
parameters and SoH. To facilitate the optimization calculation, this nonlinear relationship
is first linearized.

By using the idea of piecewise model linearization, the linear relationship between
battery internal resistance Z; and SoH can be fitted as follows:

Zi = aSOH; + B (46)

Substituting Equation (46) into the expression for ES charging and discharging powers
yields.

t,max — m * 1'0,max

Similarly, the expression for different segments of ES capacity can be uniformly lin-
earized.

pSES Zstart SES (47)

ESES,t = aSOH; + b (48)
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We can substitute the ES parameter expressions obtained from Equations (47) and (48)
into the constraints for ES power and capacity and update them on an hourly basis to
account for the dynamic degradation characteristics of the ES device.

(3) Power balance constraints:

BA DA d u
Pofas+8ses — dses i — Phomay = PR — PY (49)
0< PP < Ms(1—z) (50)

0 < PfOv" < Myz (51)

where gsgs; and dggg; represent the charging and discharging quantities respectively, of
the ES system, z; is a binary variable indicating the power imbalance status, and M3 and
M, are sufficiently large positive numbers.

Equations (27)—(51) are used to establish the coupling relationship between the DEM
and REM of the alliance which is composed of REBs and SES.

5. Cost Allocation Mechanism of Shared Energy Storage

To ensure equitable distribution of investment costs for SES, this paper introduces the
concept of a “revenue increase rate” as a measure to quantify the demand level of a REB
for SES. This metric evaluates the number of occupied ES resources by the REB and the
potential revenue that can be obtained. The analysis in this paper considers the market
revenue of a REB, including electricity value and system flexibility, in both day-ahead and
real-time balancing markets, and compares them with the benefits obtained when the REB
participates individually in the market. Finally, the costs of the SES are allocated to each
REB based on comprehensive revenue-increase-rate metrics for REB.

5.1. Electricity Value in the Day-Ahead Market

Before allocating the SES costs, it is essential to calculate the revenue obtained by
each alliance member from selling electricity in the day-ahead market. The calculation
method of this revenue is obtained by multiplying the declared power with the day-ahead
market clearance price. To better solve the cost allocation problem, this paper uses the
Vickrey—Clarke-Groves (VCG) mechanism, which is a widely used incentive-compatible
mechanism for allocating social welfare [36]. In addition, this mechanism can help define
the substitute value of SES for other electricity users. As multiple renewable energy base—
energy storage systems jointly quoting can only obtain the alliance’s overall quotation
curve, this paper analyzes the demand for SES by different REBs through the substitute
value method to obtain individual quotation curves for each entity. This method indirectly
obtains the individual quotation curves of each entity by comparing the changes in the
alliance’s overall quotation curve, thereby better solving the cost allocation problem, as in
Equation (52).

RBMe = 3 A4 (Phas = Pbia, i), Vi jit (52)
tel

where R%‘/ﬁi ; Tepresents the revenue obtained by a certain REB in the DEM, ngj‘, ; Tepresents

the optimal day-ahead declared power obtained by the optimization model, and ngq
represents the optimal declared power corresponding to removing a specific REB.

—i,t

5.2. Flexibility Value in the Real-Time Balancing Market

The revenue earned by the alliance members’ flexibility during real-time operations is
known as the flexibility value in the REM, which is obtained by multiplying the respective
imbalanced electricity quantity with the corresponding settlement price. When comparing
the individual deviation direction with the system’s overall deviation direction, if they
are opposite, this indicates that the member has alleviated the extent of system deviation,
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reduced the system’s demand for flexibility, and increased overall revenue. Then, the
member’s revenue is positive. If the directions are the same, it indicates that the member
has intensified the degree of system deviation, further increased the system’s demand for
flexibility, and decreased overall revenue, and the member’s revenue is negative. Similar
to measuring the energy value of each member in the DEM, we can extract the flexibility
value of a member in the real-time market and represent the revenue of REB members
in the real-time balancing market through the deviation that appears in the alliance as a
whole, as shown in Equation (53):

Rpaie = Y, 3, Ss(Adp(P = PO ) + A (P = PET4)), Vs it (53)
tel'seQ)
where J5 is the possibility of the scenario, Rg"f f ; refers to the revenue obtained by the REB

in the real-time balancing market, Ps(;f* and Ps(;t * represent the most effective methods
for making bids of positive and negative imbalance power of the alliance, respectively,
obtained by solving the above optimization model, and PC+*t and PC i represent the
positive and negative imbalance power of the alliance, respectlvely, correspondmg to
removing a specific wind power merchant.

Similarly, by measuring the revenue obtained by a REB’s individual participation in
the market from both the day-ahead and real-time dimensions and comparing them with
the revenue obtained after forming the alliance, the revenue increment of each REB in the
alliance can be obtained, as shown in Equation (54).

WPP WPP WPP _ pWPP
AR;y =Rppis+Rpai —Riyp, Vit (54)

where ARK‘[P P represents the revenue increase in a certain REB in the alliance, and RZM{%P
represents the revenue obtained by this REB’s individual participation in the market.

Therefore, the revenue increase rate of each REB in the alliance’s joint bidding is the
ratio of the total revenue increase in this member in the DEM and REM and the total
revenue increase in all members in the alliance, as shown in Equation (55).

Z TWPP

WPP _ tel
Ti Y ¥ TWPP’v % (55)

ieMtel it

The main revenue improvement rate characterizes the proportion of the revenue that
alliance members can obtain in the DEM and REM from two dimensions: the value of
electricity energy and the value of flexibility. The coupling connection between the DEM
and REM is established by the concept of imbalance power. Through the determination
of penalty prices, a REB can be guided to overproduce or underproduce a certain amount
of power in the DEM. SES can exert a controlling function over smoothing the power
imbalance that arises as a result, thus achieving the goal of maximizing overall revenue.
On this basis, the investment and depreciation costs of SES can be allocated according to
the aforementioned revenue improvement rate, as shown in Equation (56).

CWPP CS ES * T CSES Cmv + Cut (56)

where CZWP P represents the SES cost that must be allocated to a certain REB, and Csgg
represents the overall cost of SES.

6. Case Study
6.1. Data Description
In this case study, the alliance consists of 10 wind turbines and 1 shared energy storage,

and the operational parameters of the SES are shown in Table 1. To model the wind power
output uncertainty, this paper adjusted the real electricity generated by a wind power
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plant in a certain northwest region proportionally as the wind power forecast value, and
used Monte Carlo sampling to generate multiple wind power output scenarios for each
sub-wind-power plant based on the statistical error of the forecast value. Then, this paper
used the scenario reduction method to limit the number of scenarios to 10. The market
prices were obtained from publicly available data of the PJM electricity market, and the
price penalty factors ?®" and ¢*? in REM were taken as 0.8 and 1.2, respectively.

Table 1. Model parameters.

Parameter Value Parameter Value
Tef 20°C Href 0.5
ag 0.0693 a 1.04
ap 414 x 107105 a3 1.40 x 10°
ay —0.501 as —1.23 x 10°
Yeell 0.0575 Veell 121
Esgs 100 MW-h PSES 30 MW
SOH, 100% cpts 300 USD/kW
cES 1200 USD/kWh 0 8%

6.2. Results and Discussion

Based on the existing REB, the reasonable allocation of EES battery capacity and power
is critical to SES system planning. If the ES capacity allocated to wind turbines in the REB
is too small, it will be difficult to effectively absorb wind power. If the ES capacity is too
large, the investment and operation costs will be too high, which could significantly affect
the financial advantages of SES. This paper studies the effect of SES capacity allocation on
alliance revenue. Figure 3 demonstrates that alliance members experience an increase in
market revenue as the energy storage capacity rises, reaching a peak at a certain point when
the capacity is relatively low. However, surpassing the optimal energy storage capacity
linked to maximum profit leads to a subsequent decline in the members’ profitability. This
decline can be attributed to excessive energy storage capacity, which introduces redundancy
in energy storage resources. The resulting high investment and operational costs associated
with this surplus capacity contribute to diminished profits for alliance members. In this
case study, for most wind turbines, the ES capacity ratio corresponding to the maximum
revenue is mostly between 14% and 21%.

Additionally, Figure 4 shows a significant increase in revenue for wind turbines 7-10,
indicating that these four wind turbines need to bear a high SES investment cost. To balance
the economic profits of the alliance and ES investment costs, the most suitable SES capacity
ratio is within the 17-20% interval, which means that the SES capacity allocation for the
REB is most suitable within the range of 90-110 MW. This paper chooses 100 MW as the
optimal SES capacity configuration for the REB, and studies the optimized operation and
cost allocation of the 100 MW.

The scheduling and operation status of SES with or without considering the cost of
dynamic degradation of ES are presented in Figure 5.
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In Figure 5, M1 represents the SoC of SES when dynamic attenuation characteristics are
not taken into consideration, and M2 represents the SoC of SES when dynamic attenuation
characteristics are taken into consideration. And dark blue represents the initial SoC
of the ES, green represents an increase in the value of the SoC, and red represents a
decrease in SoC. By comparing the SOC of SES with and without considering the dynamic
attenuation, it can be observed that when there is a significant difference between the
real-time output of the wind turbine and the previously declared power, the SOC of SES
changes extensively. This indicates that the REM power of the ES is also substantial, and
the storage device can adjust the overall clear power through its charging-and-discharging
behavior to maintain the power balance. Consequently, the storage device can minimize
the effects of unpredictability in wind power output on system operation, improving the
overall alliance revenue. Moreover, compared to the scenario without considering dynamic
attenuation, when dynamic attenuation is considered, the SOC change frequency and
amplitude of SES are more conservative. This results in a reduced number of charging-
and-discharging cycles and a reduced frequency of deep charging or discharging, leading
to a smoother change in energy capacity. This prolongs the service life of SES. When
dynamic attenuation is not considered, the ES device tends to increase the revenue of
various entities in the energy market through frequent charging-and-discharging behavior
to maximize overall revenue. However, when dynamic attenuation is considered, the
utilization rate of the storage device is significantly reduced to achieve higher total alliance
revenue, leading to a lower clear power in the real-time balance market and a lowered
frequency of charging-and-discharging behavior.

By analyzing the cross-sections of different stages of SES, it is shown in Figure 6 that
when the ES capacity drops below 20%, the optimal scheduling requirement under the
initial state has deviated. This will reduce its ability to improve the anti-peak properties of
wind power and reduce the imbalance settlement cost of wind power. This further indicates
the necessity of considering the dynamic degradation of ES to avoid excessive use of SES.

40
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10

0

-10
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-20

-30
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Figure 6. Operation of energy storage before and after degradation.

If fixed decay cost for payment of SES is applied without considering its dynamic
characteristic changes, and if ES state parameters are not updated during its usage, and if
the charging and discharging costs remain constant and do not change with the changes in
charging and discharging capacities, then the health status of the ES cannot be adequately
represented, and the overuse of ES cannot be avoided in the sharing mode. This paper
proposes that updating the characteristic parameters of ES in a timely manner according
to its operating conditions and accounting for the decay cost of ES during different usage
stages based on charging and discharging quantities can more reasonably improve the
system benefits on the basis of reducing the loss of ES life.
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Based on the revenue obtained by wind turbines and SES forming alliances and wind
turbines participating in the market individually, the revenue increase brought by forming
alliances can be derived. The results are shown in Table 2. Comparing the final revenue
situation, it can be seen that after multiple wind turbines share ES, their revenue has
increased, but the increase proportion is different, mainly due to the different prediction
accuracies of each wind turbine. Wind turbine 9 achieved a 28.61% increase in revenue
compared to participating in the market individually, while wind turbine 3, which has the
least revenue increase, has also achieved 1.01 times the revenue when participating in the
market individually after constructing SES. It is evident that the model proposed in this
paper, which involves multiple wind turbines jointly sharing ES to participate in market
operation, can take into account the interests of all parties and improve the overall revenue.

Table 2. Revenue increase rate of each wind turbine.

Wind Turbine Number 1 2 3 4 5
Revenue increase rate 2.24% 3.47% 1.00% 2.99% 3.81%
Wind turbine number 6 7 8 9 10
Revenue increase rate 1.51% 24.44%  2622%  28.61% 5.72%

Comparing the different profits of wind power with the same installed capacity
in Figure 7, it can be observed that the distinct profitability of wind power producers
with the same capacity are due to different prediction errors. The larger the deviation
between the real and reported power data of a wind turbine, the higher the corresponding
imbalance costs it incurs, which results in lower actual profits of the RE station than
expected. Meanwhile, the profit of a single wind turbine, when forming alliances with
other wind turbines and ES, may not increase significantly even if its profitability is high,
mainly because the wind turbine itself is already highly matched with the load, and the
complementary effects between multiple wind turbines and the regulating function of ES
do not significantly reduce their output deviation.

80,000 55
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g A 3
= ]
= [ ] a
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Figure 7. Revenue increase rate of each wind farm.
According to the proportion of revenue improvement from each wind turbine to the

total revenue increase, the investment and degradation costs of SES are allocated, and
the higher the revenue increase rate of a wind turbine, the more SES cost it needs to bear.
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This can ensure enthusiasm for cooperation of all alliance members and the stability of the
alliance.

As shown in Figure 8, by comparing the day-ahead and real-time revenues of ten wind
farms, it can be seen that the capacity and prediction error of wind turbines both affect
their share of investment in SES. In an RE field, wind turbines with larger errors between
actual capacity and output and reported values need to bear higher initial investment costs
of SES.

1200
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400 1
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0 T T T

revenue increase rate

—400 M1 M2

real-time revenue/$

—800 J M6 M3
M5 M9

-1200
2.0 x 10* 6.0 x 10* 1.0 x 10° 1.4x10° 1.6x10°

day-ahead revenue /$

Figure 8. Revenue increase rate of different market members.

The day-ahead revenues of wind farm 3 and wind farm 4 are basically the same, but
the investment expense of ES required varies greatly. This is mainly because wind farm 3
has better matching with the load, which can better meet the load demand in each period
with its own output characteristics, and therefore has less demand for peak-shaving and
filling of ES and flexibility value, resulting in a smaller proportion of corresponding shared
investment. The real-time revenue of wind farm 4 and wind farm 7 is basically the same,
but the cost of SES is different, indicating that wind turbines with different capacities still
need to bear a larger proportion of initial investment costs of ES even if their prediction
accuracy is similar.

The impact of wind turbine output prediction accuracy on the cost allocation of an
SES alliance is analyzed below, and the results are presented in Figure 9.

As seen in Figures 8 and 9, it can be observed that wind turbines 7, 8, 9, and 10
have higher improvement rates in revenue and higher SES costs. As prediction accuracy
improves, the SES cost of each wind turbine unit, especially those with higher revenue
increase rates, decreases to varying degrees. This is because the improvement in prediction
accuracy reduces the deviation between the pre-bid power and real-time output of each
unit, leading to decreased demand for ES capacity and subsequently lowering the SES
investment cost. Moreover, the improvement in prediction accuracy reduces the frequency
and power of charging and discharging, resulting in a lower degradation cost due to
the ES cycle. Therefore, each member of the alliance will also see a reduction in their
corresponding SES costs. Additionally, due to the different prediction accuracy of each
unit, their demand for ES when participating in the spot market is also different, leading to
varying changes in the cost sharing. For turbine 9, which has the highest improvement rate
in revenue, when its prediction accuracy improves by 5%, the shared cost can be reduced
by about 6%, which is conducive to incentivizing alliance members to actively participate
in the spot market and enhancing their market competitiveness.
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Figure 9. The allocation of ES costs for alliance members under different prediction accuracies.

As shown in Figure 10, the capacity demand of SES in each wind turbine unit in the
REB also changes when the electricity price penalty coefficient in the REM of the alliance
changes. Specifically, when the overgeneration price penalty coefficient ¢?*“" decreases
or the undergeneration price penalty coefficient ¢"7 increases, the optimal SES allocation
capacity in the REB will gradually increase. This is because the change in the electricity
price penalty coefficient will increase the capacity demand of SES of each wind turbine
unit, which will increase the investment expense of SES, and the charging and discharging
powers will also increase, resulting in more frequent charging-and-discharging behaviors,
and the decay cost will also increase, leading to a continuous increase in the SES cost borne
by each unit. However, since the capacity demand for ES of each turbine is different when
the electricity price penalty coefficient changes, the increment of their ES allocation cost is
also different.
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The allocation of ES costs for alliance members under different penalty coefficients.
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The output prediction accuracy of each unit is set as shown in Table 3. Combined with
Table 3 and Figure 10, for unit 7, 8, and 9, when the electricity price penalty coefficient
changes, their increment of ES allocation cost is relatively large. This is mainly because
their output prediction accuracy is low, and the day-ahead forecast error is large, which will
face higher imbalance penalty fees in the REM. To improve their economic benefits, they
will increase the demand for SES to compensate for the fluctuation between their awarded
electricity volume and real-time power output, thus reducing the imbalance settlement
cost.

Table 3. Prediction accuracy of wind turbine.

Wind Turbine 1 2 3 4 5
Prediction accuracy 15% 10.5% 6% 20% 13%

Wind turbine 6 7 8 9 10
Prediction accuracy 15% 5% 8% 8.3% 17%

For units with higher prediction accuracy, when the electricity price penalty coefficient
changes, their increment of ES allocation cost increases more conservatively. When ¢°%"
decreases from 0.9 to 0.8, the ES allocation cost for unit 9 increases by USD 1095, which
is about 10 times the increment of the ES allocation cost for unit 4. In addition, for wind
turbine units with similar installed capacity, such as units 3, 5, and 10, their increments
of ES allocation cost are different due to different prediction accuracies. Obviously, for
unit 10 with higher prediction accuracy, the increment in ES demand is smaller, and the ES
allocation cost increases more conservatively. For unit 3 with lower prediction accuracy, its
increment of ES allocation cost is 1.11 times higher than that of unit 10. In fact, according to
the cost allocation mechanism proposed in this article, wind power producers must make a
trade-off between implementing higher-cost yet more effective prediction technologies and
bearing increased shared energy storage investment costs to maximize their own utility.

7. Conclusions

This paper provides a detailed modeling of the degradation of shared energy storage
lifespan, and analyzes the impact of dynamic degradation characteristics on the operational
strategies and capacity allocation schemes of shared energy storage in renewable energy
bases. It establishes an optimization model for the optimal operation of shared energy stor-
age in renewable energy bases, taking into account the dynamic degradation characteristics.
Furthermore, a cost allocation mechanism is designed to address the diversity in shared
energy storage demands. The following results have been confirmed:

(1) The most suitable capacity ratio for SES in a REB is in the range of 17% to 20%, which
can balance the economic benefits of alliances and ES investment costs well. When
wind turbines form an alliance with SES, their profits increase compared to when they
participate in the market alone. Considering the dynamic decay of ES, the utilization
rate of ES is considerably reduced to increase the overall profits of the alliance, and
the charging-and-discharging frequency and quantity in the REM are also reduced.

(2) The capacity and prediction errors of wind turbines will affect their share of SES costs.
When the prediction accuracy is similar, wind turbines with larger installed capacities
need to bear a higher proportion of ES costs, and as the prediction accuracy improves,
the SES costs borne by each wind turbine decrease to varying degrees.

(3) The penalty factor of the REM price in the alliance also affects the optimal SES capacity
configuration and the SES costs of each wind turbine in the REB. When the penalty
factor changes, the capacity demand for SES in each wind turbine in the REB increases,
and the SES costs increase. Moreover, wind turbines with lower output prediction
accuracy and similar installed capacity have larger increases in SES costs.

In conclusion, the SES optimization model for RE stations, taking into account dynamic
decay of EES, is more objective and reasonable. The calculation of profits for different
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units in the REB has guidance significance for designing SES cost allocation mechanisms.
The proposed model is also applicable to photovoltaic power stations. However, there are
still some limitations in this paper that can be improved in the future. On the one hand,
this paper does not consider network constraints and power flow constraints. In-depth
research can be conducted on the capacity configuration of energy storage in renewable
energy bases, taking into account power supply security, reliability, and power quality. On
the other hand, this study primarily focuses on multiple renewable energy bases and a
single shared energy storage system. Future research can investigate the capacity allocation
problem for multiple shared energy storage stations.
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