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Please complete this matrix by February 27, 2018, and upload it to the “Feedback” folder on the CMD SharePoint site. The AESO will post all comment matrices received from working group 
members on www.aeso.ca. 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 

https://aeso.sharepoint.com/sites/cmd/technical/Feedback/Forms/AllItems.aspx?id=%2Fsites%2Fcmd%2Ftechnical%2FFeedback%2FTechnical%20WG%20%2D%20S1%20%2D%2015%20Feb%202018
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Name: Kurtis Glasier Organization: ATCO   

Date: February 27th, 2018 

CMD Key Design Questions Comments and / or Recommendations 

1. UCAP: Can you support the availability factor/capacity 

factor over the 100 hours of smallest supply cushion 

being used to calculate the UCAP?  

ATCO suggests there be a reasonable number of hours in any UCAP methodology so that the UCAP estimate is stable. If 

planned outages remain as part of the calculation, the number of hours used may have to increase to better reflect a 

generator’s actual contribution to reliability during the year that is being procured for, as the 100 hours calculation has the 

potential to over-penalize planned maintenance outages (equally, by happenstance due to the nature of the sampling could 

ignore them completely). If planned outages are removed from the availability/capacity factor calculations, 100 hours of the 

smallest supply cushion appears reasonable. If stability in the UCAP valuation can be aided by increasing the number of 

hours sampled then it would be a more reasonable approach. The AESO’s analysis to date has focused on aggregate estimates 

of UCAP, whereas stability on the UCAP estimates must be assessed based on a unit-by-unit basis.   

During the session, it was discussed that a supply cushion threshold (suggestion was 400MW) be used instead of a number of 

tightest supply cushion hours. ATCO submits that stability in UCAP (and thus stability in the calculation methodology) 

would be a concern; by using a supply cushion threshold some years the UCAP calculation could depend on very few hours. 

Even by looking at the analysis the AESO has already provided1 the UCAP factors see significant changes when shifting from 

100 hours to 25 hours (representative of a ~600MW supply cushion threshold). These results are already averaged over the 5 

years of historical data, and represent class averages, there may be more variability in the UCAP factors between individual 

years which is not shown by the AESO’s published analysis and likely significant variable on individual asset’s UCAPs. 

Stability in UCAP determinations is a vital aspect of giving the proper economic/market signals to participants.   

                                                      

 

1 Technical Workgroup Meeting, February 15, 2018 Presentation, slides 24-25. Date Issued: February 2, 2018. 
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CMD Key Design Questions Comments and / or Recommendations 

ATCO looks forward to seeing the published analysis of UCAP calculations once AS volumes have been included.   

2. UCAP: Can you support the UCAP calculation being 

based on 5 years of historical data?  
The use of 5 years to average availability/capacity factors seems reasonable. 

ATCO is seeking clarity around the time period of analysis for rebalancing auctions. It is understood that capacity auctions 

will use 5 season years each starting on November 1st.2 For rebalancing auctions, due to the 5-year rolling average for UCAP 

calculation what season years will be used? Is it the same season years as the capacity auction, in that the data cutoff will be 

the directly preceding October 31st? Or is the data cutoff directly preceding the rebalancing auction, and if so how close to 

the rebalancing auction will the data be cutoff? 

3. UCAP: Are there risks with including planned outages 

in the availability factor data used to calculate UCAP?  

If so please describe.  

ATCO states that there are risks in including planned outages in both the availability factor and capacity factor, as they are 

presented in CMD 1. The inclusion of planned outages fails to reflect the value of the reliability a generator is able to 

provide, and introduces an inordinate penalty risk on generators [see additional comments in Capacity Market feedback]. 

Planned maintenance is an integral part of a generator’s ability to provide efficient, reliable operations. The current UCAP 

calculation and penalty mechanism provides the incentive to push the limit between maintenance outages, creating a 

perverse signal to suppliers, and ultimately reducing reliability.    

On principle, ATCO does not see any advantage to treating capacity factors and availability factors different in terms of 

outage inclusions, number of supply cushion hours, or years of historical data used. The goal is for UCAP to be reflective of 

any generating unit’s contribution to system reliability, the method to calculate UCAP should be as similar as possible for 

different generating unit types while recognizing limitations that do exist. 

                                                      

 

2 Technical Workgroup Meeting, February 15, 2018 Presentation, slide 17. Date Issued: February 2, 2018. 
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CMD Key Design Questions Comments and / or Recommendations 

4. Demand Curve: Do you have any feedback on the 

material presented in the CMD 1? 

Note: AESO and the WG will revisit the shape of the 

demand curve once draft outputs from the Resource 

Adequacy model are available. 

ATCO is less than convinced of the asymmetrical costs of over- vs under-procurement which is used to justify an inflection 

point at less than net-CONE (AESO proposed 0.875 x net-CONE), as such ATCO believes that the inflection point should be 

at 1 x net-CONE.  

The translation/calculation of the reserve margin at different EUE levels (100 MWh, 400 MWh, 800 MWh, etc) will be 

relevant to ATCO and many others in forming an opinion and having a meaningful discussion about the appropriateness of 

the demand curve shape, attunement, and other demand curve parameters. After the reliability modelling is complete, an 

output table similar to those produced by Brattle during the Resource Adequacy and Demand Curve Working Group would 

be helpful in evaluating the demand curve shape and chosen targets.  

Without knowing the results from the reliability modelling, it is difficult to comment on whether the proposed demand 

curve is appropriate, or if it will lead to under- or over-procurement.  Further understanding of how UCAP will translate 

through the reliability model will also be important. The Government of Alberta’s policy direction on the resource adequacy 

target, once known, will also allow for a more meaningful discussion to take place with regard to its effect on the demand 

curve and procurement outcomes.    

5. Load Forecast: Can you support the proposed 

approach to forecast load? Are there any outstanding 

comments or concerns with the proposed approach? 

The load forecast methodology document and the presentation indicate that temperature across the province will be 

represented the average of four cities (Calgary, Edmonton, Lethbridge, and Fort McMurray).3 ATCO suggests that this 

assumption could be expanded to either additional sites/cities or there could be weighting applied to the simple average. 

Either of these approaches may better reflect the temperature across the province. 

ATCO looks forward to the upcoming analysis regarding the load forecast as it was discussed during the working group 

session, whereby five economic cases are used rather than three, and how changing to a distribution of economic cases will 

                                                      

 

3 Technical Workgroup Meeting, February 15, 2018 Presentation, slide 34. Date Issued: February 2, 2018. And Capacity Market Load Forecast, page 2. Date Issued: February 2, 2018. 
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CMD Key Design Questions Comments and / or Recommendations 

affect the resulting load forecast. Also, ATCO looks forward to the post-forecast process that the AESO will use to evaluate 

its assumptions/adjustments (i.e. Energy Efficiency, Price Responsive Load, Demand Response). 

There is a continued value of having market participant commentary and feedback with regard to the AESO’s load forecast 

approach and methodology through future years. ATCO’s hope is that this collaborative and open approach, which the 

AESO has employed during the working group consultation, will continue into the future period.    

6. CONE: Can you support the intended Gross CONE 

estimation approach? 
ATCO suggests that the cost of gas transportation be considered as part of the CONE study. Recent experience with gas 

transportation highlights the potential value in holding a firm gas contract, particularly as the reference technology is a 

natural gas-fired peaking plant. It seems rational that since a typical gas contract has a 3-year foresight and 8-year 

commitment that Sargent & Lundy and/or Brattle Group will be able to acquire the appropriate cost of a firm gas contract for 

inclusion in the CONE study.  

There is a request for clarity around the resultant CONE price: is the CONE in terms of units of installed capacity, or UCAP 

MWs? From the material presented to date, it seems to indicate that the AESO will publish the CONE study in terms of 

capital cost per installed capacity as capital costs are normally presented in this manner. ATCO is seeking clarity, and 

suggesting that the resultant capital costs from the CONE study be published in terms of both installed capacity and UCAP 

MWs. 

7. CONE: What are the important considerations AESO 

needs to take into account when selecting the Energy 

and Ancillary Service offset estimation methodology?  

It is of vital importance that appropriate governance and oversight is in place during the translation of gross CONE to net-

CONE. To aid in independence and confidence in this result, ATCO suggests that the AESO should consider having a third 

party estimate the net-CONE value. At a minimum level of oversight, a third party should provide an assessment of the net-

CONE value determined by the AESO.  

ATCO suggests that EAS revenue offset is calculated over the investment life of the asset and then annualized in order to 

calculate the net-CONE value. There is concern that calculating the EAS revenue asset using only the delivery year will lead 

to increased volatility in the result. 
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CMD Key Design Questions Comments and / or Recommendations 

8. CONE: Are there any issues or gaps in our 

considerations or plan in Net CONE estimation?  
During the session, it was acknowledged that line losses will be part of site location cost when determining net CONE. 

ATCO is seeking several clarifications regarding line losses estimation: How will the loss factor be estimated for a 

hypothetical site using the new line loss factor methodology [detailed in ISO Rule Section 501.10 Transmission Loss Factors]? 

Will this be an average/estimation using loss factors in the surrounding area? How will an averaging estimation take into 

account the merit order redispatch component of loss factor calculations?  

 

General Comments:  Any comments on relevant scope areas of the CMD that are not addressed above 

Technology Specific UCAP Calculations: 

ATCO acknowledges that technology specific discussions will take place in the April working group session, and hopefully by providing preliminary comments at this point can aid in 

efficient discussion during the April working group. 

The capacity factor uses dispatched energy plus ancillary services divided by maximum capability (or in some instances maximum continuous rating). During the session, it was 

mentioned that a better measure of availability for cogeneration units would be dispatched energy plus undispatched energy in the merit order plus AS divided by MC (or MCR). Since 

stated AC is representative of both dispatched and undispatched capacity, it seems reasonable to ATCO that the suggested approach for dispatchable generation will be reasonable for 

many self-suppliers.    

During the working group session, the AC of thermal units, that are classified as long lead time, was discussed in the context of UCAP calculation. A long lead time asset unit should be 

considered available for the purposes of the UCAP calculation. Just like the inclusion of “out of merit” blocks in a unit’s stated AC, had the economics in that hour been different the 

unit would have been dispatched. Admittedly the long lead time asset would have been dispatched on a different time horizon. UCAP is a measure of a unit’s contribution to reliability 

over the year, not over the sum of each individual hour analyzed separately. Long lead time assets’ ACs are submitted to the AESO for every hour and these offers should be included 

in the UCAP calculation in the same manner as undispatched offer blocks.  

It is not clear if the Capacity Market Working Group or the Technical Working Group will discuss the UCAP dispute resolution process. The dispute resolution process needs to be 

clearly outlined and reflective of a fair governance model. Dispute resolution and participant collaboration will be especially important during the transitional, first 5 years of UCAP 

determination; during this time, the capacity market UCAP will be determined using data collected during an energy-only market. Market participant input and expectation of how 

unit’s behavior will change under a new market design is valuable and informative to the AESO’s UCAP calculation. The methodology that the AESO has proposed to calculate UCAP 

in CMD 1 is more subjective than an ELCC methodology, participant input will be more meaningful and necessary in this UCAP calculation process. The AESO should include a 
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consultative/collaborative process where participants can provide information to the AESO to better inform the UCAP valuation, as well as an arbitrated process where a fair UCAP 

can be justified and resolved if necessary.  

Data published from the AESO: 

ATCO would feel most comfortable if the AESO used data that was publicly available when calculating UCAP for generating units. The spreadsheet that was posted for the technical 

workgroup for the tightest supply cushion hours was indicative more than it was informative as ATCO was unable to verify the data. The AESO also acknowledges issues with system 

maintenance leading to missing data points in the spreadsheet, ATCO assumes this will be an iterative process of corrections as the working group progresses. Since the Technical 

Working Group is analysis based, data transparency and replicability is a pivotal issue.  

The AESO initial supply cushion dataset uses mid-point of hour data, while publicly available data that would allow for calculation of supply cushion would be through the energy 

market merit order snapshot reports which are taken at the end of every hour. ATCO suggests that in order to verify the calculation and for the UCAP calculation to be as transparent 

as possible that both the AESO and participants should have access to the same data set. Given that the supply cushion data is calculated, and does not contain any commercially 

sensitive data ATCO suggests that the AESO consider developing a report that presents this historically, and on a go-forward basis hourly without the 60-day delay that exists with the 

merit order data.  

Further to the need for historical data to assess UCAP, there is an increased need for sufficient information in the market to make accurate business assumptions and decisions, this is 

heightened by the continued self-commitment model proposed in CMD 1. ATCO proposes the following considerations: AESO modelling/publishing of supply and demand 

expectations, the replacement of a historic trading report (or similar publication) should be revisited in renewed context, also there may be interest in extending the price forecast to 6-

hr or day ahead.  

Resource Adequacy Modelling: 

ATCO acknowledges that the resource adequacy results have not yet been provided, but are expected to be provided during the April working group session. The AESO may find it 

helpful at this point to hear what ATCO would find useful in a presentation on resource adequacy modelling results [with regard to question posed by the AESO on slide 56 of the 

presentation].  

ATCO would find it useful for the AESO to list the sensitivity scenarios that will be employed during the modelling and the results from each sensitivity case study. This analysis will 

help to form ATCO’s opinion of various risks inherent in each of the sensitivity scenarios. It would also be helpful to have the AESO publish the results of backcasting calibrations for 

the reliability model. ATCO understand that the reliability model could be used to forecast historic UCAP values using ELCC (or approximate methodology) and comparing this 

output to the UCAP values from the CMD 1 proposed methodology; ATCO would be interested in seeing the result of these comparisons on an asset by asset basis. 
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It would be informative to see the planned outage distributions employed by the reliability model, as well as the outcome if the outage schedules are optimized by the reliability tool. 

These results can be used for comparison as well as to check for reasonableness of the input assumptions.  

The expected EEA hours for each scenario, or as a distribution would be helpful not only for the Technical Working Group but for the Capacity Market group as well. As the topic of 

expected EEA hours for each year overlaps between multiple working groups, clarity around how this number is set and determined would be a meaningful discussion to have. It 

seems from the Technical Working group session that the AESO plans on setting the expected EEA hours using the reliability model and this number will be used as the denominator 

in the penalty assessment mechanism. There could be value in using the reliability model to forecast EEA hours for past years and compare these historic forecasts of expected EEA 

hours to the actual historically observed EEA hours for the same years.    

 


