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The AESO is requesting written feedback from the Capacity Market Design Working Group (DWG) members about the content of the first draft Comprehensive Market Design (CMD 1) and about 
the working group session in which CMD 1 was discussed. This draft comment matrix is provided in advance to help working group members prepare for their upcoming session. Following the 
working group session, the AESO will post a final comment matrix one (1) day after the session. This final comment matrix should be completed by working group members within four (4) 
business days. The final feedback matrix is intended for working group members to provide written feedback about CMD 1 or the content of their working group session that is within the scope of 
their working group.  

The AESO will post all comment matrices and any other feedback received from working group members on www.aeso.ca and on the Capacity Market SharePoint site. Please note that the 
names of the parties submitting each completed comment matrix will be included in this posting. The AESO does not intend to respond to individual submissions.   

If you have any questions about this comment matrix, please email capacitymarket@aeso.ca 

http://www.aeso.ca/
mailto:capacitymarket@aeso.ca
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Name: Matthew Davis Organization: ATCO  

Date: Feb. 27th, 2018 

CMD Key Design Questions Comments and / or Recommendations 

1. UCAP: Can you support using Availability factor for 

dispatchable resources? Does the approach meet the 

intent of a resource neutral approach to capacity 

volume that reflects the deliverability of energy during 

periods of tight system conditions? 

ATCO believes that, as currently proposed, the UCAP calculation is inherently tied to the performance framework. As such, 

our comments are limited to the framework as proposed. Should there be changes to the performance framework, our views 

may evolve.  

ATCO believes that the AESO has made this decision in part due to editing data limitations. Going forward the AESO should 

explore improving its capabilities and use EFORd and/or ELCC once capable of doing so. To facilitate any future for this data, 

the AESO should make the necessary improvements to ETS to track outage data including outage type in ETS as soon as 

practical. These changes to ETS will further support the reliability modeling that the AESO will perform for the capacity 

market.  

In general, using Available Capacity (AC) for dispatchable resources, including specific self-suppliers that have dispatchable 

capacity, is an acceptable approach subject to the following concerns:  

• ATCO fundamentally believes that the AESO’s approach to planned outages will create perverse incentives for 

suppliers. Planned maintenance is required to maintain efficient, reliable and safely operated capacity supply resource 

for consumerss. The current proposal encourages suppliers to hastily perform maintenance due to performance risk, 

which could lead to overall higher costs for consumers as unit reliability declines. As such, the AESO should re-

evaluate planned maintenance outage treatment in the development of the UCAP and for the performance 

framework. The current methodology may incorporate planned maintenance events based on the randomness of tight 

supply conditions. This will create sizeable inter-year volatility in the calculation of UCAP on an asset by asset basis. 

For further discussion on planned maintenance issues, please review ATCO’s general comments below and further 

comments in ATCO’s TWG Comment Matrix. 

• Recognition that the AC data that the AESO has captured, while reflective of must offer / must comply rules, have been 

made within a real-time energy only market where market participants were unaware that their submissions would 
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result in the development of a future market participation. This includes many supply resources that have unique 

configurations for which the AC was adjusted for based on economics and operational limitations of the AESO’s systems 

(e.g. cannot provide long-lead time on a portion of a facility, as such the AC was adjusted instead). Another example is 

how long-term outages in relationship to high-impact low-probability events are treated. These events impact the 

historic availability of a unit, but would not expect to lower the unit’s future performance. Operational and commercial 

business decisions made under the current energy-only market design should not unfairly penalize generators entering 

into the new capacity market structure. The AESO should establish a process to allow for suppliers to have the 

opportunity for a fair and just dispute resolution process prior to the initial and subsequent auctions. Addressing 

disputed UCAPs will result in UCAP values that are more reflective of the resources true capabilities. A UCAP that is 

assessed too high, and the supplier will be unduly exposed to penalty risk, too low (particularly as a result of historic 

operations) will result in under-recognition of existing resources and could lead to over procurement of higher cost 

capacity resources and ultimately higher costs for consumers as lower cost capacity is under-valued in the UCAP 

estimate. Addressing these concerns will be critical for market opening and may require additional consideration for 

the first auction (or could be worked through prior to auction opening in Nov. 2019).  

• Assessment of availability should be based on submitted AC, and not be limited based on available capacity within the 

real-time market as the AESO’s dispatch systems filter units with long lead times. Failure to fairly treat long lead time 

assets will result in limiting cost-effective capacity from the initial market, and unfairly penalizes participants for 

rational operations in the energy only market. [See additional comments in ATCO’s TWG Comment Matrix]  

•  

2. Payment Adjustment Mechanism: Can you support 

using a 60/40 performance/ availability framework? 

Does the approach achieve the intent of higher 

adjustments to performance periods? 

The 60/40 split is workable, subject to clarification of specific aspects of the performance and availability frameworks 

[discussed further in ATCO’s general comments below]. 

3. Payment Adjustment Mechanism: Can you support a 

monthly cap at 300%? Does the approach achieve the 

intent of reasonably limiting adjustment payments? 

ATCO believes that stop loss provisions are important in the performance and availability frameworks. ATCO still has 

questions on how this will effectively be implemented given the annual ex post nature of the availability penalty mechanism. 
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At this time, ATCO reserves comment on whether 300% is the correct level for a monthly cap, as other considerations within 

the performance framework may have an impact on the required size of any stop loss provisions.   

4. Payment Adjustment Mechanism: Can you support a 

1.3x annual revenue/ rebalancing assessment limit? 

Does the approach achieve the intent of ensuring 

capacity resources are available for the obligation 

period? 

As with comments above, it is reasonable to put in place provisions to limit losses that result from the capacity market 

performance framework. As with the 300% monthly stop loss cap, ATCO reserves comment on whether 130% over a year is 

appropriate, particularly as the market transitions. Given that the market will be transitioning to a steady state with the first 

three delivery years having modified auction timing, and with the UCAP calculation including historical periods where 

market participants were not aware that their decisions would impact their future market position, ATCO submits that any 

cap, and the inclusion of the multiplier in both the performance and availability framework be phased in. As such ATCO 

would propose a glide path over the transition period.  

5. Market Power Mitigation: Can you support setting a 

market power screen as a fixed percentage of 

aggregate UCAP requirement for the auction? Does 

the approach meet the needs of mitigating supplier 

market power? 

ATCO is concerned that the denominator in the screen is improperly set, and has the potential of resulting in more market 

participants being caught by the screen. ATCO understands that the AESO’s methodology would have the denominator set at 

the capacity requirement less self-supply, whereas the total market size is effectively the capacity requirement based on 

Alberta Internal Load (AIL). ATCO reserves comment on whether, if pursued, the 15% is the appropriate level. 

6. Market Power Mitigation: Is a price cap of 50% of net 

CONE appropriate to mitigate the offers of suppliers 

with market power? 

The 50% net-CONE cap is not appropriate nor reasonable. Setting the price cap at 50% net-CONE: 

• Fails to reflect competitive forces as a significant share of the market could be mitigated; 

• Will limit new investments from incumbents as these new investments will be limited to 50% of net-CONE the year 

after they have entered the market; and,  

• Will require additional administrative effort/cost as many higher fixed cost units (such as coal, coal-to-gas) will have 

to have their costs approved as these unit’s go-forward costs will likely exceed the 50% net-CONE limit [admitted by 

the AESO in CMD 1, Section 7, page 2].  

Competition should be allowed up to 100% of net-CONE. Further, to reduce the administrative burden, ATCO would submit 

a no-look threshold for existing assets based on a fixed $/kW-yr amount to cover nearly all circumstances would improve the 
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administrative challenges. Particularly as existing investments do not necessarily have linkages in fixed-cost structures to net-

CONE determination.   

7. Market Power Mitigation: Do you think there is 

sufficient support that mitigation of buyer side market 

power is not initially required in the capacity market? 

While the need for buyer side mitigation has been shown by the AESO to be limited, the resolution typically employed, a 

minimum offer price rule (MOPR) is also applicable to minimizing the distortion that out-of-market subsidies have on 

capacity market outcomes. While a MOPR may not be the best device to address the issue ATCO requests that the AESO 

establish an appropriate process now for mitigating the potential market impacts of subsidies. There are a number of clear 

sources of subsidy, such as the REP, but also other funding sources and the likelihood of future programs to incent particular 

technologies such as dispatchable renewables and energy storage. Without addressing the issue, there is potential to distort 

capacity market outcomes, impact investment signals, and limit the opportunity to earn an equitable return.  

8. Delisting: Are there some circumstances where the 

delist bid of an asset does not clear but the asset 

continues to participate in the energy market? 

Yes, ATCO can envision the following circumstances resulting in a delisting supplier continuing to operate in the energy 

market:  

• There are issues between capacity market delivery period (Nov. to Oct.) and calendar year on which a number of 

permitting / regulatory limitations are imposed. A unit may be set to retire as of Dec. 31 of a year, but would be 

required to delist for Nov. 1 of that year.  

• Under the current proposal a unit that may have a prolonged outage within a year may choose to de-list for the year 

to minimize risk of penalties, but be able to return to the energy and ancillary service markets for the later part of that 

year.  

9. Delisting: Should a resource be able to delist from the 

capacity market but be eligible to participate in the 

energy and ancillary services market? For example: 

a. An asset of a non-mitigated supplier fails to 

clear, should it be allowed to continue energy 

market participation? 

Yes, see above. Participation in the energy market should not be limited based on capacity market outcomes. Should a 

supplier fail to clear in the capacity market there may be reasons for continued participation in the energy and AS markets.  
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b. For long outage requirements that are for a 

substantial portion of the year? 

10. Transition to Capacity Market: Is a rebalancing 

auction for first obligation period 2021/22 required and 

practical? 

ATCO believes that there may be too many conflicts and added complexity in attempting to schedule a full re-balancing 

auction for the first 2021/22 delivery.  

Due to the transition to a capacity market being compressed, and limitations on the practicality for running rebalancing 

auctions the AESO should adopt a transition mechanism within the performance framework. [Further discussion on this is 

included in ATCO’s comments to question 4 above]  

 

General Comments 

ATCO continues to appreciate being an active participant in the process of transitioning to a capacity market and values the ability to share our views both through the in-person 

Working Groups and in written feedback. There are a number considerations within the first version of the comprehensive market design (CMD 1) that ATCO has identified need 

further work in advance of the second round of in-person sessions, and particularly prior to the next version of the comprehensive market design  (CMD 2).  

With respect to the performance framework, ATCO, in addition to the comments above would note that the performance framework should not distort energy market signals and 

should recognize the need for planned maintenance. Effective capacity market signals must allow for reasonable investment decisions and therefore not be subject to significant 

volatility or uncertainty. As such ATCO submits the following comments, and would request a chance to further discuss these issues with the AESO. 

Availability Assessments 

The availability assessment framework should be made revenue neutral, which is consistent with the AESO’s proposals prior to CMD 1. Under the current scheme, the incentives are 

lessened, and suppliers would include the costs associated with these penalties to their offers. A revenue neutral framework correctly incentivizes over-performance, as such penalty 

risk will be discounted and therefore reduce capacity costs for consumers.  

A framework that does not balance penalties and incentives introduces an externality that will not encourage discounting on the opportunity to earn incentives, and fails to encourage 

high performance. The current framework does not support the objectives of a highly reliable and low-cost electricity for Albertans.  
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Performance Assessments 

The denominator which represents the number of expected Energy Emergency Alert (EEA) hours in the performance penalty calculation is uncertain. Even within CMD 1 

documentation it is listed as “expectation of EEA hours at the demand curve cap”1 and “expected EEA hours will be revised for each delivery year based on reliability modeling”.2 

There are two issues here, the level of expected EEA hours, and the potential for volatility in the performance penalty expectations. 

Should the denominator be low, severe penalties would be expected; these extreme penalties would far exceed the opportunities a supplier has to earn revenues through the delivery 

of energy. ATCO believes that to limit distortions in the energy market as a result of the performance framework, the penalty should not dramatically exceed the opportunity in the 

energy market. Pending evaluation of the AESO’s reliability modelling results, the expected EEA hours used in the denominator should be either be fixed at 30 (as used in the AESO’s 

examples, and consistent with tight historical observations), or based on the minimum reliability target (demand curve cap, currently assumed as 800 MWh EUE). This value should be 

relatively stable, and to address the second uncertainty, be fixed with assessments made every 3-5 years in alignment with demand curve approval processes.  

Planned Maintenance  

As mentioned in ATCO’s response to question 1, the performance framework fails to recognize the need for, and value that planned maintenance brings. To correct this ATCO 

suggests that a reasonable exemption be made for planned maintenance from the performance framework. During an exempted period, a capacity supplier would not expect to be paid 

for capacity (just as in today’s energy-only market generators are not compensated during an outage), similarly the generator would not be subjected to penalties. As there are linkages 

with the UCAP determination, under this exemption, planned maintenance would have to be excluded from the UCAP calculation as well. This creates the right incentives to plan 

and take outages that will improve the over-all reliability of the capacity resource. This approach would reduce potential volatility in the UCAP of existing resources, which could 

create a false entry signal, and consumers will only pay for the capacity that is delivered. Under the current proposed framework capacity suppliers are paid for a planned outage so 

long as it does not fall into a performance event.  

Additional Issues 

With respect to measuring the availability of long lead time assets, see comments above in question 1 and ATCO’s response in the TWG Comment matrix. The performance penalty 

itself should provide the appropriate incentives to commit units, and the AESO’s current proposal would compound the availability penalty with the performance penalty in EEA 

events. To support effective commitment of units, the market information the AESO provides must be improved. Modifications to reporting such as improved forward supply/demand 

conditions, additional pricing information to mitigate information lost due to HTR decision will support market participants capabilities of making rational, informed business 

decisions and performing as desired in both the energy and capacity markets.  

In both the availability and performance equations, the AESO is using the maximum of the base auction price or the final rebalancing auction price to determine the quantum of the 

penalty. ATCO submits that penalties should only be assessed based on the auction price for the capacity being delivered; this is the auction price in the auction (whether it be base, 
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rebalancing, or prompt rebalancing) when that specific capacity being assessed was cleared. The current proposal creates volatility in the penalties as the final rebalancing price may 

differ greatly from the base and will not be known until just prior to delivery. This would limit a supplier’s ability to accurately price in performance risk, and add further uncertainty 

risk premium to their offers. 

Further detail on the milestone assessments is necessary to make an informed decision on the reasonableness of the AESO’s approach and to ensure these reporting requirements are 

not overly onerous. In general, it is a supplier’s duty to meet delivery obligations and set appropriate timelines to do so. Failure to meet capacity market obligations should result in 

rebalancing the obligation through asset substitution or rebalancing auctions. Clarity from the AESO is required to understand how the rebalancing auction option will be impacted by 

the transition period.  

A reasonable threshold should be set for updates to UCAP ratings, and rebalancing for UCAP derates should be optional in the first rebalancing auction.   

ATCO would also like to highlight issues identified in CMD1 with respect to aggregation. ATCO understands that aggregation to improve the stability of UCAP will be permitted and 

notes that the AESO’s choice of UCAP determinization will mathematically result in an aggregated UCAP’s equaling the sum of each component resource’s UCAP. ATCO would like 

clarification on the test for which aggregation will be allowed. Following the statistical properties of the UCAP determination, ATCO would submit that aggregation be allowed so 

long as the variability in the UCAP estimate for the aggregation is less than the individual variabilities. This would occur for aggregation of negatively correlated suppliers. 

Additionally, the AESO has indicated that aggregated capacity resources be located in the same Settlement Zone. Settlement Zones effectively refer to Distribution Facility Owner 

(DFO) territories3. Limiting aggregation eligibility to Settlement Zones places an arbitrary boundary over where aggregation is allowed, balkanizing an already small market. If 

Settlement Zones reflected both physical and financial boundaries for generators, like in some markets where locational marginal pricing or zonal pricing exists, then perhaps it would 

                                                      

 

1 Comprehensive Market Design (CMD 1) Design Proposal Document, Section 1: Overview of the Alberta Capacity Market, page 4. Date issued: January 26, 2018.  

2 Comprehensive Market Design (CMD 1) Design proposal Document, Section 8: Supply Obligations and Performance Assessments, page 4. Date issued: January 26, 2018. 

3 Alberta Utilities Commission (AUC) Rule 021: Settlement System Code Rules contains the following definitions:  

• Settlement Zone: The settlement zone is the collection of sites that are jointly settled by a settlement system.  

• Settlement System: A settlement system is a computer system and associated operations and interfaces used to determine load responsibility at each unit of the load settlement interval in accordance with Section 4.3, for 

each retailer operating within the settlement zone.  

Settlement Systems are developed by the Load Settlement Agent (LSA). LSA means the party conducting load settlement calculations for a particular settlement zone. DFOs can choose to facilitate their own settlement or appoint 

an LSA. Table A-5 “LSA ID” of Rule 021 lists the LSA’s for each settlement zone.   

www.auc.ab.ca/acts-regulations-and-auc-rules/rules/Documents/Rule021.pdf  

http://www.auc.ab.ca/acts-regulations-and-auc-rules/rules/Documents/Rule021.pdf
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have merit in Alberta’s capacity market design. Alberta is too small of a market, with an unconstrained transmission policy, to require location based restrictions on capacity market 

participation. Further, not all settlement zones are contiguous (e.g. ATCO Electric and EQUIS REA territories.. This would mean that a facility in Drumheller and Grande Prairie 

could aggregate, because they are both in the ATCO Electric territories, but facilities located in Airdrie (FortisAlberta) and Calgary (ENMAX) could not. Financial settlement of 

aggregated generation revenues / penalties from capacity market participation could be settled by the AESO independent of load settlement, and does not require Settlement Zones to 

fulfill this function. Costs associated with on-site electricity consumption or wires delivery / supply charges would remain governed by the Settlement Code.   

The AESO has defined the minimum size of a capacity resources to be 1 MW based on the UCAP calculation methodology. ATCO is of the view that this approach treats different 

technologies differently and potentially limits their opportunity to participate in the market. The principles of a “level playing field” should extend to all technology types and 

capacities as under these rules, a thermal generator with an installed capacity of just over 1 MW may be sufficient to qualify for the capacity market, whereas for a wind generator 

they may require over 10 MW of installed capacity to be eligible for participation even though they have more obligations in the energy market than the 1 MW thermal unit. In 

addition, existing investments (> 150 kW) were predicated on receiving energy-only market revenues, which notionally included a capacity component and the capacity market 

design should not unfairly impact incumbent investment. ATCO suggests that the AESO continue to evaluate methodologies to allow for participation of resources up to 1 MW of 

installed capacity and notes that the AESO, in its Interdependency Working Assumptions document, noted that there may require different measurements for smaller resources.4  

CMD 1 proposes that Energy Efficiency (EE) resources will not be eligible as part of the initial market design, adding further comment in the design rationale document that EE will 

be included in the market evolution roadmap. ATCO is concerned that including EE with other market design elements in the market evolution roadmap will unnecessarily delay EE’s 

eligibility in the Alberta market, postponing the development of programs that support reliability, reduce emissions, and create opportunities for consumers to better manage their 

energy market exposure. A number of additional questions were outlined in the design rationale document, many of which will see further clarification as other aspects of market 

design are finalized (i.e. treatment of out-of-market payments) while others may be quickly resolved through dedicated discussion (i.e. market participants other than Energy 

Efficiency Alberta which could provide EE programs5). Once these concerns are resolved, the number of remaining issues surrounding EE participation can be discussed. ATCO notes 

that other, newer technologies are being given consideration in the initial market design (such as energy storage participation) but EE, an existing aspect of our electricity market is 

not. ATCO requests the AESO provide further clarity on when the AESO expects EE could be a part of the capacity market, if not included in the initial market design.  

                                                      

 

4 Capacity Market Framework Design: Working Assumptions For Interdependencies, page 4. Date Issued: October 24, 2017 

5 For example, the Alberta Energy Efficiency Alliance (AEEA) is a stakeholder group that actively works to maximize EE in Alberta. The AEEA was formed in 2007, long before EEA, with membership that includes a diverse 

group of municipalities, buildings and engineering associations, and at least 10 existing market participants. http://www.aeea.ca/  

 

www.aeea.ca/


 

      Page 10 Public 
 

ATCO is concerned that asset substitution as presented in CMD 1 is untenable and will not effectively allow capacity suppliers to manage their payment adjustment risk. There are 

two main issues with the current proposal with regard to asset substitution: the limitation through ex ante nominations, and the limitation that it must be provided by a qualified 

capacity resource.6 Asset substitution is a method to mitigate payment adjustment risk, it is not a way to solve supply shortfall in real time. There is no justification why asset 

substitution cannot take place ex post using now historically observed delivered energy, as a way of mitigating payment adjustment risk. The MWs that were needed were produced, 

as demonstrated by the market clearing; asset substitution just allows a further mechanism to allow suppliers to manage penalty risk. The second issue would be addressed by allowing 

unqualified energy that is delivered into the market to be able to participate in the asset substitution market. Currently the anticipated market for uncleared and qualified UCAP MWs 

is bound to be small. The obligation risk remains with the original capacity committed resource, even when asset substitution has occurred. It seems inconsistent for asset substitution 

have to use only qualified capacity resources. In example, if a thermal unit (which is seasonally derated during the summer) has unqualified capacity above its UCAP valuation that it 

knows it can deliver in the winter (when it is no longer seasonally derated), it cannot sell this capacity in the asset substitution market. Asset substitution should be allowed ex post 

and should be allowed for substitution of unqualified resources (the original capacity obligation owner will still be subject to performance assessment).   

 

 

                                                      

 

6 As indicated in Comprehensive Market Design (CMD 1) Design Proposal Document, Section 8: Supply Obligations and Performance Assessments, page 1. Date issued: January 26, 2018.  


