
6 Rebalancing Auctions 
This section addresses the rebalancing auctions that will enable the AESO 
to purchase additional capacity and provide opportunities for capacity 
assets to either increase or reduce their capacity commitments  
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6.1 Rebalancing auction timeline and procedures 

6.1.1 The AESO will utilize a rebalancing auction to enable the purchase or sale of capacity by the 
AESO to reflect changes to expected capacity volume requirements, enable a capacity-
committed asset to rebalance a capacity obligation based on UCAP redetermination or project 
milestones, enable a capacity-committed asset to reduce or exit a capacity commitment, and 
enable new previously uncommitted capacity asset volumes to establish a capacity commitment.  

6.1.2 The AESO will, in the initial stages of Alberta’s capacity market program, utilize a transition period 
during which auctions are conducted on a compressed schedule whereby one base auction and 
one rebalancing auction will be held for each obligation period. Table 1 shows the rebalancing 
auction timeline in the transition period. 

 

Table 1 –Timeline of rebalancing auction in the transition period 

Obligation Period 
Rebalancing Auction 
Qualification Starts 

Rebalancing Auction 
Finalized Date 

2021/22(Nov-Oct) Dec 2020 Jul 2021 

2022/23(Nov-Oct) Dec 2021 Jul 2022 

2023/24(Nov-Oct) Dec 2022 Jul 2023 

 

Amend Table 1 of 6.1.2 of the proposal as follows: 

 Turn the red text to black.  

 Add asterisks to the dates that were originally red in Table 1.  

Amend the rationale for 6.1.2 by adding the following:  

 The AESO estimated that approximately eight months are required to complete all the 
activities necessary for conducting a capacity auction. However, the exact dates will be 
determined when the design work and the implementation plan are finalized. 

6.1.3 Following completion of the transition period, the AESO will conduct two rebalancing auctions 
post the base auction, eighteen and three months prior to the start of an obligation period. Table 
2 provides an indicative schedule for base auction and rebalancing auctions in respect to the 
2024/25 obligation period. 

Table 2 –Timeline of rebalancing auction for obligation period of 2024/25 

Auction Finalized 
Date 

 

Forward Period 

 

Auction Type 

Oct. 2021 36 Months Base Capacity Auction  

April 2023 18 Months First Rebalancing Auction 
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July 2024 3 Months Second Rebalancing Auction 

Nov. 2024 n/a Start of Obligation Period 

 

6.1.4 The AESO will conduct a rebalancing auction in a similar manner to the process to be used for a 
base auction, which is described in Section 5. Figure 1 provides an indicative timeline of activities 
contemplated for a rebalancing auction. A rebalancing auction will include both prequalification 
and qualification stages, commencing approximately eight months ahead of the auction. 

Amend 6.1.4 of the proposal as follows: 

 Turn the red text to black.   

Amend the rationale for 6.1.4 by adding the following: 

 The AESO estimated that approximately eight months are required to complete all the 
activities necessary for conducting a capacity auction. However, this timeline may be 
amended as further details of the auction process are finalized. 

 

6.1.5 The rebalancing auction process will include a one-week submission window during which offers 
to sell and bids to buy may be made. The AESO will notify participants of the auction results 
shortly after the submission window closes.  

 

Figure 1 – Timeline for rebalancing auctions 
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Amend the image in Figure 1 of 6.1.5 of the proposal by replacing it with the following image:  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Amend rationale for 6.1.2-5 by adding the following:  

 The revised Figure 1 in 6.1.5 provides more details on the approximate timeline and 
sequencing of key activities that are necessary to conduct the rebalancing auction. 

6.2 Buy and sell offers by firms  

6.2.1 Firms will have the opportunity to participate in a rebalancing auction to adjust their positions 
ahead of the obligation period. The only entities that can buy capacity in the rebalancing auction 
are capacity suppliers with existing capacity commitments and the AESO. Capacity assets that 
did not clear the base auction, capacity available from uprates and UCAP increases made 
available subsequent to the base auction or capacity from new capacity assets that may have 
been qualified for a rebalancing auction can submit offers to sell into the rebalancing auctions. 
Capacity suppliers that wish to reduce their capacity commitments may do so by submitting 
repricing bids to buy out of their capacity commitments. Capacity suppliers that are obligated to 
reduce their capacity commitment due to a UCAP reduction must submit a UCAP reduction bid. 

6.2.2 A capacity committed asset that is physically unable to meet its capacity commitment due to 
UCAP reductions or because it has not achieved development milestones (and therefore will not 
be operational by the commencement of the obligation period) will be required to participate in a 
rebalancing auction by submitting a bid price marginally above the price cap to ensure they clear 
in that rebalancing auction. Each capacity committed asset that does not submit a repricing or 
UCAP reduction bid will be treated as a price-taker in the rebalancing auction and will not be 
subject to rebalancing auction clearing or capacity market settlement. The types of rebalancing 
transactions are described in more detail below: 

(a) Incremental Sell Offers. The must offer requirement will apply to a rebalancing auction. 
All qualified capacity volumes that have not previously cleared in an auction for the 
obligation period have a must offer requirement, subject to delisting.  

(b) Repricing (Buy-Out) Bids. Capacity committed assets that have a capacity commitment 
and wish to reduce their capacity commitment can submit repricing bids. If the 
rebalancing auction price clears below the bid price of that capacity committed asset the 
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capacity obligation will be reduced by the volume cleared. If the rebalancing auction 
clears at a price above the bid price the capacity committed asset will retain its capacity 
obligation and will not have any capacity market settlement as a result of the rebalancing 
auction. 

(c) UCAP Reduction Bids (incorporated in supply offers under gross clearing). A 
capacity committed asset that is physically unable to deliver on a prior capacity 
commitment must submit a UCAP reduction bid. The reduction bid will be priced 
marginally above the price cap. This type of bid will be used for: (a) capacity suppliers 
looking to guarantee a reduction of their capacity commitment regardless of the capacity 
clearing price, (b)  a new capacity asset that has not achieved development milestones 
and that is required to buy out of its capacity commitment, and (c) the UCAP reduction of 
an existing or new capacity asset whose qualified UCAP at the time of the final 
rebalancing auction is greater than: 

 Min (Max(2% of UCAP, 1 MW), 8 MW) – below the capacity committed asset's 
previous capacity commitment for that delivery year. 

Amend 6.2.2 (c) (a) of the proposal as follows: 

 Delete 6.2.2 (c) (a) and adjust the subsequent numbering so that it flows 
accordingly. 

Amend the rationale 6.2.1-2  by adding the following:  

 The AESO intends to clarify that the capacity suppliers looking to guarantee a 
reduction for reasons other than UCAP reduction in the final rebalancing auction 
or milestone misses will have to use the repricing (buy-out) bids. Capacity 
suppliers choosing to buy back an obligation should not have the ability to submit 
a bid price above the price cap unless they are required to buy back an 
obligation due to UCAP reduction in the final rebalancing auction or missing 
milestones. However, a capacity supplier looking to buy back who wishes to 
have a high degree of certainty to clear may submit a bid price at the price cap.  

Amend 6.2.2 (c) (c) of the proposal as follows: 

 Delete 6.2.2 (c).  

 Add the following in place of the above deletion: 

o The AESO intends to clarify that the UCAP reduction buy-back will only 
be required in the final rebalancing auction and only if the asset’s 
existing obligation is higher than the final UCAP of the asset.  For greater 
clarity, the final UCAP of the asset will be based on the chosen UCAP 
within the available range.  The final UCAP of a capacity asset is 
determined in accordance to Section 3, Calculating of Unforced Capacity 
(UCAP). A capacity supplier must buy back the portion of its obligation 
that is greater than the final UCAP.  

Amend the rationale 6.2.1–2 by adding the following: 

 Since a capacity supplier is given the ability to select a UCAP within an available 
range and is not required to submit a UCAP reduction bid if the selected final 
UCAP value is greater than or equal to the capacity obligation, 6.2.2 (c) (c) would 
not be appropriate.  

 

(d) Non-Participating Supply. Unless participating as described in (a) – (c) above, it will be 
assumed that a capacity committed asset that has already taken on a capacity 
commitment does not wish to adjust its capacity commitment and will not participate in 
the rebalancing auction. For auction-clearing purposes, all such capacity committed 
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assets will be accounted for in auction clearing but will not incur any capacity market 
settlements out of the auction nor have their capacity commitments adjusted.  

6.2.3 Capacity supplier repricing bids have to be asset specific. The accumulated volume of the bids 
associated with a capacity committed asset shall not exceed the capacity commitment 
established during previous capacity auctions for the same obligation period. Bid quantities in 
each price-quantity pair shall be incremental quantities, such that the aggregate UCAP bid across 
all price-quantity pairs submitted decreases monotonically with increasing price. 

6.2.4 Each qualified capacity asset in the rebalancing auction is allowed to submit up to seven bid or 
offer blocks with the lowest bid or offer block being designated as inflexible. All subsequent and 
higher priced blocks must be flexible. 

Amend 6.2.4 of the proposal by adding the following: 

 The AESO intends to clarify the ability to offer flexible and inflexible blocks to include the 
distinction between existing capacity and incremental capacity from the same capacity 
asset. If both existing capacity and incremental capacity are offered from the same 
capacity asset, they may use up to 7 blocks in total and the following rules will apply with 
respect to flexibility of blocks:  

• The first block that contains existing capacity may be designated as inflexible 
or flexible.  

• All blocks with higher offer prices containing existing capacity must be 
flexible.  

• The first block that contains incremental capacity may be designated as 
inflexible or flexible.  

• All blocks with higher offer prices containing incremental capacity must be 
flexible.  

Amend the rationale for 6.2.4 by adding the following:   

 The AESO recognizes that incremental capacity may warrant an inflexible block that is 
priced higher than the existing capacity from the same capacity asset. This gives a firm 
the ability to avoid its incremental capacity asset that is under development from being 
partially cleared and possibly having to be resized. 

6.3 AESO’s bids and offers 

6.3.1 In a rebalancing auction, the AESO's bids and offers are implied in the rebalancing auction 
demand curve in the case of gross clearing (see 6.4). However, in the last rebalancing auction if 
capacity assets have not remedied UCAP deficits as described in s. 6.2.2(c)(c) the AESO will 
post a UCAP reduction bid price for the asset owner above the price cap. The capacity supplier 
will be responsible for all the costs associated with covering the capacity commitment caused by 
such UCAP reduction. 

Amend 6.3.1 of the proposal by adjusting the reference from 6.2.2(c)(c) to 6.2.2. 

6.4 Auction clearing, price setting, and settlement 

6.4.1 The AESO will clear a rebalancing auction on a gross basis and settle on a net settlement basis 
(i.e. settled only based on volume changes from the previous auction). All of the AESO’s bids and 
offers will be reflected in the demand curve, updated as described in Section 4.5.1. All bids to buy 
out capacity commitments and offers to sell capacity will be represented on the supply curve. 
Cleared assets from the base auction that do not submit bids will be treated as price takers in the 
rebalancing auctions. The rebalancing auction will clear using the same mechanics as the base 
auction, as described in Section 5.5. The resulting rebalancing auction clearing price will be used 
to settle differences between cleared quantities in a rebalancing auction and the base auction. 
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6.4.2 The five examples below illustrate how a rebalancing auction will function. 

(a) Scenario 1: No change in demand curve, capacity committed asset buying out and 
the AESO releasing previously procured capacity. 

 The demand curve of the rebalancing auction is identical with that of the base auc-
tion.  

 One capacity committed asset buys out of its capacity commitment.  

 The capacity asset that has not cleared in the base auction sets the market clearing 
price of the rebalancing auction, which is higher than the price of the base auction. 

 The capacity committed asset that buys out of its capacity commitment pays the dif-
ference between the rebalancing auction price and the base auction price multiplied 
by the capacity obligation volume it buys out.  

Amend the 4
th
 bullet of 6.4.2 (a) of the proposal by replacing it with the following: 

 The capacity committed asset that is buying out pays the rebalancing price mul-
tiplied by its rebalancing cleared quantity (and also receives the base price multi-
plied by its previously cleared quantity, resulting in net payment from the asset).  

 

 The AESO receives the rebalancing auction price multiplied by the difference be-
tween its cleared quantities in the base and rebalancing auctions.  

 The capacity asset that was not cleared in the base auction but sets the clearing 
price in the rebalancing auction receives the rebalancing auction price multiplied by 
the volume cleared in the rebalancing auction. 

Amend 6.4.2 (a) of the proposal by adding the following bullet: 

 Capacity market settlements for all previously cleared capacity committed assets 
are unaffected by the rebalancing auction. 

 

 

 

(b) Scenario 2: Load Forecast Increases, and Incremental Supply Sells to the AESO. 

 The AESO’s load forecast increases in the rebalancing auction relative to the base 
auction, all else equal, this shifts the demand curve to the right.  
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 One incremental supply offer is received, and clears the market at a higher price than 
the base auction.  

 The incremental supply offer receives the rebalancing price multiplied by its rebalanc-
ing cleared quantity in capacity market settlements.  

 The AESO pays the rebalancing price multiplied by its incremental rebalancing 
cleared quantity.  

 Capacity market settlements for all previously cleared capacity committed assets are 
unaffected by the rebalancing auction. 

 

 

(c) Scenario 3: Incremental Supply Sells to Asset Buying Out, and to the AESO. 

 The AESO’s load forecast is unchanged from the base auction, and all else equal, 
the rebalancing demand curve is the same as the base auction demand curve.  

 One incremental capacity asset offers, and partially clears, setting the rebalancing 
price below the base price.  

 One capacity committed asset fully buys out of its capacity commitment.  

 Since the rebalancing price is lower than the base price, the AESO buys incremental 
supply from the incremental capacity asset.  

 In capacity market settlements, the incremental supplier receives the rebalancing 
price multiplied by its rebalancing cleared quantity. The capacity committed asset that 
is buying out pays the rebalancing price multiplied by its rebalancing cleared quantity 
(and also receives the base price multiplied by its previously cleared quantity, result-
ing in net revenue for the asset).  

 The AESO pays the rebalancing price multiplied by the incremental rebalancing 
cleared quantity.  

 Capacity market settlements for all capacity committed assets that did not buy out in 
the rebalancing auction are unaffected. 
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(d) Scenario 4: Load Forecast Decreases, and the AESO Sells to Asset Buying Out. 

 The AESO’s load forecast decreases from the base auction, all else equal, shifting 
the rebalancing demand curve to the left.  

 One capacity committed asset submits a UCAP reduction bid above the price cap, 
and fully buys out.  

 The rebalancing auction clears below the base price.  

 In capacity market settlements, the capacity committed asset buying out pays the re-
balancing price multiplied by its rebalancing cleared quantity (and also receives the 
base price times its previously cleared quantity, resulting in net revenue for the asset) 
and the AESO receives the rebalancing price multiplied by the difference between its 
base and rebalancing-cleared quantities.  

 Capacity market settlements for all capacity committed assets that did not buy out in 
the rebalancing auction are unaffected. 

 

 

(e) Scenario 5: Load Forecast Decreases, and Incremental Supply and the AESO Sell to 
Asset Buying Out. 

 The AESO’s load forecast decreases from the base auction, all else equal, shifting 
the rebalancing demand curve to the left.  
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 One capacity committed asset buys out of its capacity commitment. One incremental 
capacity supplier offers, and partially clears, setting the rebalancing price below the 
base price. 

 At the rebalancing price, the AESO sells some if its supply in the rebalancing auction.  

 In capacity market settlements, the capacity committed asset buying out pays the re-
balancing price multiplied by its rebalancing cleared quantity (and also receives the 
base price times its previously cleared quantity, resulting in net revenue for the as-
set).  

 The incremental capacity supplier receives the rebalancing price multiplied by its re-
balancing cleared quantity. The AESO receives the rebalancing price multiplied by 
the difference between its base auction and rebalancing auction cleared quantities.  

 Capacity market settlements for all capacity committed assets that did not buy out in 
the rebalancing auction are unaffected. 

 

6.5 Anticipated Transmission Constraints 

6.5.1 Individual and simultaneous import limits from adjacent areas will be updated to reflect the most 
up-to-date information as of the commencement of a rebalancing auction. If incremental external 
asset supply offers in a rebalancing auction exceed incremental import capability, incremental 
import capability will be rationed among incremental external assets in the same manner as 
described in Section 5. If import limits have decreased since the base auction, imports will be 
rationed among base auction capacity committed assets in accordance with the same process 
described in Section 5. An external asset with a capacity commitment  that is no longer able to 
deliver their capacity commitment due to a reduction in intra-provincial transmission capability will 
not be subject to reduced capacity payments but will have their cleared volumes reduced to 
reflect the updated transmission capabilities. 

6.5.2 Intra-provincial transmission constraints will be updated to reflect the most up-to-date information 
as of the commencement of the rebalancing auction. If intra-provincial transmission constraints 
prevent delivery of all impacted incremental supply offers, incremental supply offers behind the 
constraint will be rationed in the manner described in Section 5. If intra-provincial transmission 
constraints prevent delivery of base auction capacity commitments, those capacity commitments 
cleared in the base auction will be rationed in the manner described in Section 5. Capacity 
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committed assets with a capacity commitment that are no longer able to deliver their capacity 
commitments due to a reduction in intra-provincial transmission capability will not be subject to 
reduced capacity payments but will have their cleared volumes reduced to reflect the updated 
transmission capabilities. 

Amend 6.5.2 of the proposal by adding the following:  

 The reduction in intra-provincial transmission capacity does not refer to issues occurring 
in other jurisdictions. 

 


