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	Section
	Topic
	Description
	Stakeholder Comments

	1
	Introduction
	Purpose of the paper is to recommend a solution that meets the requirements of the Policy Paper.
	

	2
	Background
	
	

	2.1
	Requirements of the Policy Paper
	Definition of Metrics, Thresholds, and Threshold Actions.

	

	2.2
	LTA as a  “Bridging Mechanism”
	The market determines the appropriate level of adequacy in the long term.  LTA is a bridging mechanism.

	

	3
	Metrics
	The metrics were chosen because they cover the key elements that directly or indirectly measure adequacy, relatively simple to understand, to the extent possible is based on public and verifiable information, provides an outlook on adequacy. The AESO is specifically seeking further input on the usefulness and appropriateness of publishing the Generation Investment Signposts and Contribution to Costs of Notional Gas Fired Peaking Unit Metrics outlined below. 
	

	
	1) New Generation Status and Retirements
	Summarize public information on generation status and retirements.

	

	
	2) Reserve Margin
	A forecast, expressed in percentage terms, of the amount of Alberta firm generation capacity at time of system peak that is in excess of the annual peak demand.

	

	
	3) Supply Cushion
	Two year forecast of available daily generation capacity and peak demand.

	

	
	4) Two Year Probability of Supply Adequacy Shortfall
	A probabilistic assessment of a supply shortfall over the next two years.

	

	
	5) Generation Investment Signposts
	Show forecast/trends of reserve margin, forward electricity prices, forward natural gas prices, and levelized cost of generation

	

	
	6) Contribution to Costs of Notional Gas Fired Peaking Unit
	Show historical markets trends relevant to the operation of a gas-fired peaking unit over each of the previous five years.

	

	4
	Threshold
	The AESO recommends basing the Threshold on the 2YRPSAS Metric and using the total energy shortfall measure from the model to measure the Threshold level which, if breached, may cause the AESO to implement Threshold Actions.

	

	4.1
	Rationale underlying Threshold and Threshold Actions                                                                                                            
                                 
10
	The AESO considers a two year Threshold Action time frame appropriate.
	

	4.2
	Understanding the 2YRPSAS model results  
	The 2YRPSAS is a probabilistic model which reflects the dynamic nature of the market. 

	

	4.3
	Supply shortfall characteristics                                                   
	The 2YRPSAS model output tracks highly correlated three measures; Shortfall Count, Worst Shortfall Hour and Total Energy Shortfall 

	

	4.4
	Supply adequacy in context                               
	Generation adequacy is only one element of reliability and the Threshold level should be considered in the context of all elements impacting reliable electricity service. 

	

	4.5
	Recommended Threshold measure and level                                       
	The AESO recommends using a 1600 MWh Total Energy Shortfall level for the Threshold which closely equates to the traditional one in ten year adequacy rule of thumb for an electricity system of Alberta’s size. 

	

	4.6
	Historical context  For Threshold level                                       
	The AESO performed an historical analysis applying the 2YRPSAS methodology to the actual generation fleet and demand. The results appear consistent with the overall market conditions that existed in the time periods examined and support both the model’s predictive capability and the Threshold level chosen.

	

	4.7
	Other Market Comparisons                                       
	The AESO notes that while there is no common approach to resource adequacy, many jurisdictions use probabilistic analysis and variations of the one in ten year rule.

	

	4.8
	Application of the Threshold
	If the Threshold level is breached, the AESO continually monitor the situation and will take appropriate steps including procuring the Threshold Actions and removing them when no longer required.

	

	5
	Threshold Actions
	
	

	5.1
	Threshold Action Criterion and Recommendations
	Three options are recommended based on their ability to balance effectiveness, market stability, and cost.


	

	5.2
	Load Shed Service
	AESO would contract with load customers for the right to curtail load under specific terms and conditions.

	

	5.3
	Self-Supply and Back-up Generation
	AESO would contract with back-up generation owners for the right to dispatch it on under specific terms and conditions.

	

	5.4
	Emergency Portable Generation
	AESO would contract with emergency portable generation owners for the right to dispatch it on under specific terms and conditions.

	

	5.5
	Threshold Action Contract Elements
	Important contract elements are listed for informational purposes and guidance. Final contract terms will be developed under the normal contracting procedure when required. 

	

	5.6
	Recovery of Threshold Action Costs
	The AESO recommends that load pays for the cost to procure Threshold Actions since the Thresholds Actions are intended to avoid involuntary load curtailment.
	

	6
	Congruence With Government Policy
	The LTA recommendations are in alignment with government policy as outlined in Policy Paper
 and the subsequent DOE clarification letter.


	

	7
	Next Steps
	After considering feedback and making appropriate modifications, implementation of LTA will be in the form of rules, and LTA Metric reports.  

	

	
	Additional Comments
	Additional comments that supplement the feedback being provided are welcomed.

	


Stakeholder Comment Form 
� Alberta’s Electricity Policy Framework: Competitive – Reliable – Sustainable June 6, 2005 ADOE


� ADOE Policy Clarification Letter to the LTA Committee April 25, 2006





Long Term Adequacy Recommendation





5

