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September 28, 2018 
RE: Set 2 and 3 Rules  
 

The CWG appreciates the opportunity to comment on the proposed rules and looks forward to 
continued consultation. The Cogeneration Working Group (CWG) is comprised of the following 
members: (1) TransCanada; (2) Suncor; (3) Cenovus; (4) Canadian Natural (CNRL); (5) Dow; (6) 
Imperial; (7) MEG Energy; (8) Husky; (9) Nova Chemicals Corporation; (10) Syncrude; (11) 
Lafarge; and (12) InterPipeline. This submission represents the consensus view of the group. 
Individual member companies may also make independent submissions on the proposed ISO 
Rules.  

The lack of commentary in relation to any particular rule or portion thereof should not be taken as 
agreement with such proposed rule or portion thereof and the members of the CWG reserve the 
right to address any issues related to or comment on such rules or portions thereof, in any future 
process or proceeding in which these rules will be considered. 

In terms of general comments, the CWG is concerned about the amount of material it expects to 
be contained in information documents given the absence of relevant information from the rules, 
particularly for certain rules as noted in the individual comments. Information documents that are 
not approved by the AUC should not be used to impose binding requirements on market 
participants. Any required content should be part of the proposed ISO rule reviewed by the AUC.  

In numerous provisions throughout the proposed rules, the AESO uses the language “in the 
manner that the ISO specifies”. The CWG disagrees with this language in every instance since the 
provision is referencing an activity that is authoritative. Such provisions ought to be contained 
within the Rule. 

In addition to the comments throughout the matrix, the CWG reiterates its major concerns with 
the CMD final, which has formed the basis for the Set 2 and 3 rules. The CWG has a number of 
major concerns regarding the following issues. For further details, please refer to previous CWG 
submissions. 

 UCV and Availability Assessment – 250 hours is insufficient 
 UCV Calculation for Self-Supply – regression approach in particular 
 Self-Supply Status – flexibility to alter status 
 Energy Market Power Mitigation – excessive mitigation is proposed 
 Demand Curve Parameters – oversupply concerns 
 Performance Framework – magnifies random risk, understates systemic under 

performance and does not treat incentives and penalties equivalently 
 Cost Allocation – apparent bias against self-supply is contemplated 

 

Sincerely, 

Kris Aksomitis  



Stakeholder Comment Matrix – September 7, 2018 
 

Proposed New ISO Rule – Section 207.1, Gross Minimum Procurement Volume 
 
 

Issued for Stakeholder Comment: September 7, 2018 Page 253 of 338 Public 

 

Period of Comment: September 7, 2018 through September 28, 2018 

Comments From: The Cogeneration Working Group is comprised of the following 
members: (1) TransCanada; (2) Suncor; (3) Cenovus; (4) Canadian 
Natural (CNRL); (5) Dow (6) Imperial; (7) MEG Energy; (8) Husky; (9) 
Nova Chemicals Corporation; (10) Syncrude; (11) Lafarge; and (12) 
InterPipeline. This submission represents the consensus view of the 
group and is submitted on behalf of the group by Power Advisory LLC. 
Individual member companies may also make independent submissions. 

Date [yyyy/mm/dd]: 2018-09-28 

Contact: Kris Aksomitis 

Phone: 587-894-7150 

Email: kaksomitis@poweradvisoryllc.com 

 
Please provide comments relating to the subsection of the proposed rule in the corresponding box. Please include any views on whether the language clearly 
articulates the requirement for either the AESO or a market participant, and provide any proposed alternative wording by blacklining the proposed language below. 

 

Section Subsection Proposed language Stakeholder comments  

  Applicability   

1  Section 207.1 applies to:  

 (a) the ISO.  

 

  Requirements 

Gross Minimum Procurement Volume 

 

2  The ISO must, for each base auction and rebalancing auction, establish the gross 
minimum procurement volume that meets the resource adequacy standard in 
accordance with subsections 3 and 4 below.  

 

  Base Auction Gross Minimum Procurement Volumes for 2021/2022 and 2022/2023 
Obligation Periods  

 

3  The ISO must establish the gross minimum procurement volumes as follows:   
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(a) 18,516 MW of maximum capability for the base auction for the 2021/2022 
obligation period based on the assets listed in Appendix A; and 

(b) 18,597 MW of maximum capability for the base auction for the 2022/2023 
obligation period based on the assets listed in Appendix B.   

  Probabilistic Model   

4 (1) The ISO must perform a probabilistic model of resource adequacy that considers the 
following characteristics: 

(a) the load forecast referred to in subsection 5; 

(b) the available capability or available generation from all individual generating 
units and aggregated generating facilities in Alberta that the ISO 
anticipates will have, for the obligation period, a: 

(i) maximum capability greater than or equal to 5 MW; or 

(ii) uniform capacity value that is greater than or equal to 1 MW. 

(c) historical outages of thermal assets, including automatic forced outages, 
delayed forced outages, planned outages and ambient temperature 
derates, and any projected changes as applicable;  

(d) historical performance of existing intermittent resources, including wind and 
solar, and any projected changes; 

(e) anticipated performance of new intermittent resources, including wind and 
solar; 

(f) historical performance of hydroelectric generation and any projected changes;   

(g) historical performance of cogeneration sites in Alberta and any projected 
changes; 

(h) the correlation of load and generation at cogeneration sites in Alberta, as 
applicable; 

(i) the available transfer capability and gross import offers on the interties; 

The AESO must demonstrate that the uniform capacity value volumes for various assets 
are fungible (equivalent) within a reasonable bandwidth. The AESO should provide a 
table illustrating for example: 

600 MW wind ≈ 100 MW SCGT ≈ 110 MW CCGT ≈ 110 MW coal ≈ etc   

 

To date, the AESO has not demonstrated that its approach will result in fair 
apportionment of capacity market revenues relative to forecast contribution to reliability. 

 

The CWG is concerned with the methodology on a number of fronts that add to the 
drastically over-stated resource requirement: 

1. Not all forced outages are uncorrelated. Many can be deferred for short periods. This 
reduces apparent outage risk. 

2. The high load growth scenario is likely a large driver of shortage risk. Unexpected 
high load growth should be managed through the rebalancing auction, i.e. if there is a 
10% risk of higher than forecast load growth, procure the 200 MW of extra capacity in 
the rebalancing auction. The CWG requests transparency on how much volume is 
procured due to this range of load growth assumption. 

3. The CWG is concerned that the AESO has bumped up procurement volumes on the 
basis of cryptocurrency loads. These loads are highly likely to be price responsive. 

 

The CWG requests much more historical data and comparative results.  For example, what 
is the expected reserve margin in 2021/22 with the minimum procurement volume as 
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Section Subsection Proposed language Stakeholder comments  

and 

(j) capacity to maintain regulating reserve. 

compared to historical reserve margins? The AESO can easily develop a like for like 
comparison using its current reserve margin calculation that allows a baseline comparison.  
What are the EUE volumes for 2011 through 2017 using the model rather than just 2017? 
The CWG is highly concerned the AESO is over stating the capacity requirement and 
much more context is required before there is any comfort with this minimum target. 

4 (2) The ISO must, as applicable, make assumptions about the model characteristics identified 
in subsection 4(1) in order to minimize model error and the risk of over procuring or under 
procuring capacity to the extent practicable.   

 

4 (3) The ISO must add or subtract capacity from the probabilistic model referred to in 
subsection 4(1) to determine the gross minimum procurement volume that meets the 
resource adequacy standard.  

 

  Load Forecast  

5  The ISO must, for the purpose of performing the probabilistic model in subsection 4, 
complete a forecast of Alberta gross load for a 5-year forward looking period, considering 
the following variables: 

(a) economic growth indicators in Alberta including real gross domestic product, 
population, employment, and natural  resource production; 

(b) weather and temperature data selected from multiple locations across Alberta; 

(c) load variations in Alberta based on calendar variables, including month of the 
year, day of the week, hour of the day, daylight savings, and holidays; 

(d) historical load behaviour in Alberta and any projected changes; 

(e) performance data from load assets that are qualified to participate in the 
capacity market to provide demand response;  

(f) load forecast uncertainty reflecting variability in the load forecast due to 
weather and economic forecasts; and 

(g) any other variables that, in the ISO’s determination, may maximize the 
performance of the load forecast model. 
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  Filing of Base Auction Gross Minimum Procurement Volume  

6  The ISO must file the gross minimum procurement volume for a base auction determined 
in accordance with this section 207.1 with the Commission for approval a minimum of 6 
months prior to the publication of the Capacity Market Auction Guidelines for the applicable 
base auction. 

 

  Applicable Auctions  

7  This Section 207.2 is in effect for the following auctions: 

(a) the base auction and rebalancing auction for the 2021/2022 obligation 
period; 

(b) the base auction and rebalancing auction for the 2022/2023 obligation 
period; 

(c) the base auction and rebalancing auction for the 2023/2024 obligation 
period; and 

(d) the base auction and rebalancing auctions for the 2024/2025 obligation 
period. 
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Please provide your comments on this rule’s appendices: 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that the proposed new ISO Rule – 
Section 207.1, Gross Minimum Procurement Volume relates 
to the capacity market and why or why not 

 

2 whether you agree that the proposed new ISO Rule – 
Section 207.1, Gross Minimum Procurement Volume should 
[or should not] be in effect for a fixed term and why or why 
not 

 

3 whether you understand and agree with the objective or 
purpose of the proposed new ISO Rule – Section 207.1, 
Gross Minimum Procurement Volume and whether, in your 
view, the proposed new ISO Rule – Section 207.1, Gross 
Minimum Procurement Volume meets the objective or 
purpose 

 

4 how, in your view, the proposed new ISO Rule – Section 
207.1, Gross Minimum Procurement Volume affects the 
performance of the capacity market and the electricity 
market 

 

5 your views on any analysis conducted or commissioned by 
the AESO supporting the proposed new ISO Rule – Section 
207.1, Gross Minimum Procurement Volume 

 

6 whether you agree with the proposed new ISO Rule – 
Section 207.1, Gross Minimum Procurement Volume taken 
together with all ISO rules and in light of the principle of a 
fair, efficient and openly competitive market 
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Item #  Stakeholder comments  

7 whether you would suggest any alternatives to the proposed 
new ISO Rule – Section 207.1, Gross Minimum 
Procurement Volume 

 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 
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Please provide your views on the type of content that should be included in an information document associated with the proposed new ISO Rule – Section 207.1, 
Gross Minimum Procurement Volume. 
 

 

 



Stakeholder Comment Matrix – September 7, 2018 
 

Proposed New ISO Rule – Section 207.2, Calculation of Net-CONE 
 
 

Issued for Stakeholder Comment: September 7, 2018 Page 261 of 338 Public 

 

Period of Comment: September 7, 2018 through September 28, 2018 

Comments From: The Cogeneration Working Group is comprised of the following 
members: (1) TransCanada; (2) Suncor; (3) Cenovus; (4) Canadian 
Natural (CNRL); (5) Dow (6) Imperial; (7) MEG Energy; (8) Husky; (9) 
Nova Chemicals Corporation; (10) Syncrude; (11) Lafarge; and (12) 
InterPipeline. This submission represents the consensus view of the 
group and is submitted on behalf of the group by Power Advisory LLC. 
Individual member companies may also make independent submissions. 

Date [yyyy/mm/dd]: 2018-09-28 

Contact: Kris Aksomitis 

Phone: 587-894-7150 

Email: kaksomitis@poweradvisoryllc.com 

 
Please provide comments relating to the subsection of the proposed rule in the corresponding box. Please include any views on whether the language clearly 
articulates the requirement for either the AESO or a market participant, and provide any proposed alternative wording by blacklining the proposed language below. 

 

Section Subsection Proposed language Stakeholder comments  

  Applicability   

  Section 207.2 applies to:  

 (a) the ISO.  

 

  
Requirements 

Establish Gross-CONE, Energy and Ancillary Services Offset and Net-CONE 

 

2  The ISO must establish for each obligation period: 

(a) a gross-CONE value in $/kW-year in accordance with subsections 3 and 4, as 
applicable; 

(b) an energy and ancillary services offset value in $/kW-year in accordance with 
subsection 5; and 

(c) a net-CONE value in $/kW-year in accordance with subsection 6. 
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Initial Gross-CONE Value for 2021/2022 Obligation Period 

 

  The ISO must establish an initial gross-CONE value for the 2021/2022 obligation period 
of $244.2/kW-year. 

 

  
Calculation of Gross-CONE  

 

4 (1) The ISO must calculate the gross-CONE value for every obligation period following the 
2021/2022 obligation period in accordance with the following formula: 

gross-CONE = gross-CONE
/

×  Composite Index  

where: 

(i) t equals the obligation period for which the gross-CONE is being 
determined; 

(ii) gross-CONE
t
 is the gross-CONE value for obligation period t; 

(iii) gross-CONE 
t=2021/2022

 is the initial gross-CONE value in subsection 3 

above; and 

(iv) Composite Index 
t 
is the composite index value for obligation period t 

calculated in accordance with subsection 4(2) below. 

 

4 (2) The ISO must, in calculating the gross-CONE 
t
 value under subsection 4(1) above, 

calculate the Composite Index
t
 using the following formula: 

Composite  Index
 

= 0.25 ×
𝐿𝑎𝑏𝑜𝑢𝑟 𝐼𝑛𝑑𝑒𝑥

60.7
+ 0.35 ×

𝑀𝑎𝑡𝑒𝑟𝑖𝑎𝑙𝑠 𝐼𝑛𝑑𝑒𝑥

118.5

+ 0.40 ×
𝑇𝑢𝑟𝑏𝑖𝑛𝑒 𝑈𝑆 𝐶𝑜𝑠𝑡 𝐼𝑛𝑑𝑒𝑥 × 𝐹𝑜𝑟𝑒𝑖𝑔𝑛 𝐸𝑥𝑐ℎ𝑎𝑛𝑔𝑒 𝑅𝑎𝑡𝑒

268.7
 

where: 
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Section Subsection Proposed language Stakeholder comments  

(i) t equals the obligation period for which the gross-CONE value is being 
determined; 

(ii) Composite Index
t
 is the composite index value for obligation period t; 

(iii) Labour Index
t  
is the most recent 12 month average of published Statistics 

Canada Construction Union Wage Rates (Electrician), Monthly for 
Edmonton Alberta, Table 18-10-0046-01;  

(iv) Materials Index 
t
 is the most recently published Statistics Canada Gross 

National and Gross Domestic Income, Indexes and Related Statistics, 
Annual, Table 36-10-0105-01; 

(v) Turbine US Cost Index
t
 is the most recent 12 month average of published 

Federal Reserve Economic Data (St. Louis) Producer Price Index by 
Industry: Turbine and Turbine Generator Set Units Manufacturing 
(PCU333611333611); and 

(vi) USD/CAD Foreign Exchange Rate
t
 is the most recent 12 month average 

of published Statistics Canada Monthly Average Exchange Rates in 
Canadian Dollars, U.S. Dollar monthly average, Table 33-10-0163-01.  

  
Calculation of Energy and Ancillary Services Offset 

 

5 (1) The ISO must, for every obligation period, calculate the energy and ancillary services 
offset value in accordance with the following formula: 

EAS Offset

=
(Forward Power Price − Energy Market Expense )  × Forward Product Energy  

Nameplate Capacity ×  1000
 

where; 

(i) t equals the obligation period for which the energy and ancillary services 
offset is being determined; 

(ii) EAS Offset 
t 
is the energy and ancillary services offset for obligation 

period t; 

The CWG submits that minimum liquidity requirements must be met before an index can 
be used. 

The CWG further submits that in the case of a trend break, i.e. material change in forward 
prices, the AESO should not use dated information as part of forming the index. For 
example, if a carbon tax announcement is made and the forward curve reacts, prices prior 
to the announcement must not form part of the sample used to set the offset price. 

Lastly, the CWG submits that a minimum number of counterparties must have traded an 
index for it to be utilized. Data availability from ICE should be examined to assess 
relevant screens, etc. 
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Section Subsection Proposed language Stakeholder comments  

(iii) Forward Power Price t  is the weighted average of the settlements 
matching the obligation period t, where the settlements are the average 
over a period determined by the ISO, for the published NGX forward 
power product in Appendix 1 that yields the highest EAS Offset 

t
 for 

obligation period t; 

(iv) Energy Market Expense 
t 
is the energy market expense value for 

obligation period t calculated in accordance with subsection 5(3) below; 

(v) Forward Product Energy 
t
 is the forward product energy value for 

obligation period t calculated in accordance with subsection 5(2) below; 
and 

(vi) Nameplate Capacity is equal to 93 MW. 

5 (2) The ISO must, in calculating the EAS Offset 
t
 under subsection 5(1) above, calculate the 

Forward Product Energy 
t
 using the following formula: 

Forward Product Energy
= Average Capacity × (1 − Forced Outage Rate)  
× Forward Product Hours  

where: 

(i) t equals the obligation period for which the generation is being 
determined; 

(ii) Average Capacity is equal to 87 MW;  

(iii) Forced Outage Rate is equal to 3.0%; and 

(iv) Forward Product Hours t is the number of hours defined in the ICE NGX 
Contracting Party Agreement for the forward power product associated 
with the Forward Power Price in subsection 5(1)(iii) above, for obligation 
period t. 

The CWG submits that it is unreasonable to use 3% as the forced outage rate, particularly 
as it is assumed for the first auction the unit will be baseloaded. The CWG also submits 
that scheduled maintenance (lifetime average) should also be included, which suggests 
that the forced outage rate should be different for each product, i.e. if only selling super 
peak the unit will have less scheduled maintenance. The suggestion in the working group 
sessions that the formula only considers first year operations is extremely misguided. The 
CWG submits that net-CONE should deliver expected returns for project life not just the 
first year. 

5 (3) The ISO must, in calculating the EAS Offset 
t
 under subsection 5(1) above, calculate the  
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Energy Market Expense 
t
 using the following formula: 

Energy Market Expense
= [Forward Gas Price + (1 + Commodity Fuel Charge )] × Heat Rate
+  Variable Operations and Maintenance   
+  (Emission Intensity − Established Benchmark ) × Carbon Price  
+  Transmission Losses + Trading Charge  

where; 

(i) t equals the obligation period for which the energy and ancillary services 
offset is being determined; 

(ii) Energy Market Expense 
t
 is the energy market expense value for 

obligation period t;   

(iii) Forward Gas Price
t
 is the weighted average of the settlements matching 

the obligation period t, where the settlements are the average over the 
period determined by the ISO in subsection 5(1)(iii), of NGX Phys, FP 
(CA/GJ), AB-NIT;  

(iv) Commodity Fuel Charge 
t
 is the most recent 12 month average of 

published NOVA Gas Transmission Ltd NGTL Fuel Usage and 
Measurement Variance; 

(v) Heat Rate is equal to 9.677 GJ/MWh;  

(vi) Variable Operations and Maintenance 
t
 is the variable operations and 

maintenance value for obligation period t calculated in accordance with 
subsection 5(4) below; 

(vii) Emission Intensity is equal to 0.50 tonnes of CO2/MWh;  

(viii)Established Benchmark 
t
 is the weighted average of the calendar year 
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values matching obligation period t for an established benchmark for 
electricity published by a public authority; 

(ix) Carbon Price 
t
 is the weighted average of the calendar year values 

matching obligation period t for the carbon price published by a public 
authority;  

(x) Transmission Losses 
t
 is the transmission loss value for obligation period 

t calculated in accordance with subsection 5(5) below; and 

(xi) Energy Market Trading Charge
t 
is the most recent energy market trading 

charge published on the AESO website. 

5 (4) The ISO must, in calculating the Energy Market Expense
t 
under subsection 5(3) above, 

calculate the Variable Operations and Maintenance
t
 value using the following formula: 

Variable Operations and Maintenance

= Variable Operations and Maintenance / ×
Materials Index  

118.5
 

where: 

(i) t equals the obligation period for which the variable operations and 
maintenance is being determined; 

(ii) Variable Operations and Maintenance 
t=2021/2022

is equal to $4.60/ MWh; 

and 

(iii) Materials Index
t
 for obligation period t is the value in subsection 

4(2)(a)(iv) above. 

 

5 (5) The ISO must, in calculating the Energy Market Expense 
t 
under subsection 5(2) above, 

calculate the Transmission Losses 
t
 value using the following formula: 

Transmission Losses =  
∑ Loss Factor

n
× Forward Power Price   

where: 

The AESO has a process to calculate preliminary losses for a proposed facility. The CWG 
submits that it would be more appropriate to estimate expected losses for a facility 
operating in the manner implied by the choice of index, i.e. baseload, peak or super peak. 
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(i) t equals the obligation period for which the transmission losses is being 
determined; 

(ii) i…n are facilities located in the Fort Saskatchewan area identified in the 
most recent Loss Factors published on the AESO website; 

(iii) Loss Factor
i
 is the most recent published loss factor values published on 

the AESO website; and 

(iv) Forward Power Price
 t

 for obligation period t is the value in subsection 

5(1)(a)(iii) above. 

  
Calculation of Net-CONE 

 

6 (1) The ISO must, subject to subsection 6(2), calculate the net-CONE value for every 
obligation period in accordance with the following formula: 

net-CONE = gross-CONE −  EAS Offset  
where: 

(i) t equals the obligation period for which the net-CONE value is being 
determined; 

(ii) gross-CONE
t
 is the gross-CONE value in subsection 3 above or the gross-

CONE value calculated in accordance with subsection 4 above for the 
obligation period t, as applicable; and 

(iii) EAS Offset 
t
 is energy and ancillary services offset value calculated in 

accordance with subsection 5 above for obligation period t. 

The EAS Offset undervalues the value of dispatchability and therefore inappropriately and 
consistently inflates net-CONE. 

6 (2) The ISO must, if the net-CONE value calculated in subsection 6(1) is: 

(a)  below zero, set the net-CONE value at zero.   

(b)  above the gross-CONE value in subsection 3 or 4, set the net-CONE value at 
the gross-CONE value 

Part (b) implies that the demand curve could be upward sloping given that it is always set 
relative to net CONE. This needs to be corrected in the rule language.  

  
Publication of Net-CONE, Data and Indices 
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7  The ISO must, publish the net-CONE value determined in accordance with this section 
207.2 and the following data and indices in the Capacity Market Auction Guidelines for 
each base auction and rebalancing auction:  

(a) Composite Index 
t=2021/2022 

; 

(b) Composite Index 
t 
;
 
  

(c) Labour Index 
t 
;
 

(d) Material Index 
t 
;
 

(e) Turbine US Cost Index 
t 
;
 

(f) USD/CAD Foreign Exchange Rate 
t 
;
 

(g)  Energy Market Expense t ; 

(h) Forward Power Price t  ; 

(i) Forward Product Hours t  ; 

(j) Forward Product Energy 
t  

; 

(k) The period determined by ISO refer to in subsections 5(1)(iii), 5(2)(iv) and 
5(3)(iii)

 
; 

(l) Forward Gas Price t ; 

(m) Commodity Fuel Charge 
t 
; 

(n)  (o) Variable Operations and Maintenance t ; 

(o)  (p) Emission Intensity; 

(p) Established Benchmark t ; 

(q) Carbon Price t ;  

(r) Transmission Losses t ; 
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(s) Loss Factor i ; and 

(t) Trading Charge t  

  
Substitute Index or Benchmark 

 

9  The ISO must, if any of the indices or benchmarks referred to in this section 207.2 are 
unavailable or not applicable for use in the calculation of the net-CONE value, use another 
comparable industry index or benchmark and publish the index or benchmark in the 
Capacity Market Auction Guidelines for each base auction and rebalancing auction. 

 

  
Applicable Auctions 

 

10  This Section 207.2 is in effect for the following auctions: 

(a) the base auction and rebalancing auction for the 2021/2022 obligation 
period; 

(a) the base auction and rebalancing auction for the 2022/2023 obligation 
period; 

(a) the base auction and rebalancing auction for the 2023/2024 obligation 
period; and 

(a) the base auction and rebalancing auctions for the 2024/2025 obligation 
period. 
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Please provide your comments on this rule’s appendices: 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that the proposed new ISO Rule – 
Section 207.2, Calculation of Net-CONE relates to the 
capacity market and why or why not 

 

2 whether you agree that the proposed new ISO Rule – 
Section 207.2, Calculation of Net-CONE should [or should 
not] be in effect for a fixed term and why or why not 

 

3 whether you understand and agree with the objective or 
purpose of the proposed new ISO Rule – Section 207.2, 
Calculation of Net-CONE and whether, in your view, the 
proposed new ISO Rule – Section 207.2, Calculation of Net-
CONE meets the objective or purpose 

 

4 how, in your view, the proposed new ISO Rule – Section 
207.2, Calculation of Net-CONE affects the performance of 
the capacity market and the electricity market 

 

5 your views on any analysis conducted or commissioned by 
the AESO supporting the proposed new ISO Rule – Section 
207.2, Calculation of Net-CONE 

 

6 whether you agree with the proposed new ISO Rule – 
Section 207.2, Calculation of Net-CONE taken together with 
all ISO rules and in light of the principle of a fair, efficient 
and openly competitive market 

 

7 whether you would suggest any alternatives to the proposed 
new ISO Rule – Section 207.2, Calculation of Net-CONE 
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Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 
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Please provide your views on the type of content that should be included in an information document associated with the proposed new ISO Rule – Section 207.2, 
Calculation of Net-CONE. 
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Period of Comment: September 7, 2018 through September 28, 2018 

Comments From: The Cogeneration Working Group is comprised of the following 
members: (1) TransCanada; (2) Suncor; (3) Cenovus; (4) Canadian 
Natural (CNRL); (5) Dow (6) Imperial; (7) MEG Energy; (8) Husky; (9) 
Nova Chemicals Corporation; (10) Syncrude; (11) Lafarge; and (12) 
InterPipeline. This submission represents the consensus view of the 
group and is submitted on behalf of the group by Power Advisory LLC. 
Individual member companies may also make independent submissions. 

Date [yyyy/mm/dd]: 2018-09-28 

Contact: Kris Aksomitis 

Phone: 587-894-7150 

Email: kaksomitis@poweradvisoryllc.com 

 
Please provide comments relating to the subsection of the proposed rule in the corresponding box. Please include any views on whether the language clearly 
articulates the requirement for either the AESO or a market participant, and provide any proposed alternative wording by blacklining the proposed language below. 

 

Section Subsection Proposed language Stakeholder comments  

  Applicability   

  Section 207.3 applies to:  

 (a) the ISO.  

 

  
Requirements 

Establish Preliminary Demand Curve 

 

2 (1) The ISO must, for the purpose of establishing a preliminary demand curve in accordance 
with subsection 2(2), estimate the net minimum procurement volume in subsection 3 below 
based on the most recent uniform capacity values calculatd by the ISO in accordance with 
Section 206.3 of the ISO rules, Uniform Capacity Value Determination 

 

2 (2) The ISO must, for each base auction and rebalancing auction, establish a preliminary 
downward-sloping convex demand curve with the following: 

(a) a horizontal section from 0 MW to the estimate of the net minimum 
procurement volume in subsection 2(1), at a price cap that is the greater of:  

Note previous comment that if net-CONE is greater than gross-CONE this does not work.  
The language of part (b) should be altered to express the inflection point relative to gross-
CONE when the cap is tied to gross-CONE. 

The CWG is concerned with the expected outcome in terms of a bias to oversupply. Both 
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Section Subsection Proposed language Stakeholder comments  

(i) 1.75 times the adjusted net-CONE in subsection 4; or  

(ii) 0.5 times gross-CONE established in accordance with Section 207.2 of 
the ISO rules, Calculation of Net-CONE divided by 0.8; 

(b) a downward-sloping section from the estimate of the net minimum 
procurement volume in subsection 2(1) at the price cap in subsection 2(2)(a) 
to an inflection point set at a multipler of 0.875 times the adjusted net-CONE in 
subsection 4 below at a quantity 7% above the estimate of the net minimum 
procurement volume; and 

(c) a downward sloping section from the inflection point in 2(1)(b) to a price floor 
of zero dollars at a quantity 18% above the estimate of the net minimum 
procurement volume. 

the shape of the demand curve and the minimum volume are issues. 

Regarding the shape of the demand curve, some concept of ‘value’ is required. The 
notion of ‘target’ used by the AESO results in significantly more procurement than 
necessary in equilibrium. 

The CWG refers the AESO to its previous critique of the arbitrary nature of the AESO’s 
demand curve parameters and its complete disregard of cost in the development of the 
demand curve. 

2 (3) The ISO must publish the preliminary demand curve in the Capacity Market Auction 
Guidelines for the relevant base auction or rebalancing auction. 

 

  
Net Minimum Procurement Volume 

 

3  The ISO must, after uniform capacity values are assigned in accordance with Section 
206.3 of the ISO rules, Uniform Capacity Value Determination, adjust the gross minimum 
procurement volume established for each base auction or rebalancing auction in 
accordance with Section 207.1 of the ISO rules, Gross Minimum Procurement Volume to a 
net minimum procurement volume using the following formula:  

𝑁𝑒𝑡 𝑚𝑖𝑛𝑖𝑚𝑢𝑚 𝑝𝑟𝑜𝑐𝑢𝑟𝑒𝑚𝑒𝑛𝑡 𝑣𝑜𝑙𝑢𝑚𝑒  =  UCAP ( ) 

where: 

(i) t is the obligation period for the base auction or rebalancing auction that 
the gross minimum procurement volume was established for; 

(ii) i…n are all the assets modelled in the probabilistic model that established 
the gross minimum procurement volume for the obligation period;   

(iii) UCAPActual(i) is the final uniform capacity value determined in accordance 

The CWG submits that the term UCAP should be removed from the formula and replaced 
with uniform capacity value, as the AESO has moved away from the UCAP concept.  
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Section Subsection Proposed language Stakeholder comments  

with Section 206.3 of the ISO rules, Uniform Capacity Value Determination 
for such asset or the most recent estimate of the uniform capacity value 
for such asset; 

  
Adjusted Net-CONE 

 

  The ISO must, using the following formula, adjust the net-CONE established for each 
obligation period in accordance with Section 207.2 of the ISO rules, Calculation of Net-
CONE: 

𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑛𝑒𝑡-𝐶𝑂𝑁𝐸  =  
𝑛𝑒𝑡-𝐶𝑂𝑁𝐸

0.8
 

 where; 

(i) t equals the obligation period for which the adjusted net-CONE value is 
being determined; and 

(ii) net-CONE t  is net-CONE value established in accordance with Section 
207.2 of the ISO rules, Calculation of Net-CONE in $/kW-year. 

The denominator should not be specified as 0.8, but rather it should be defined as the 
uniform capacity value of a subset of assets. Alternatively, it should be updated annually 
with the most recent data as the class average is likely to change over time. 

  Establish Final Demand Curve for Base Auction and Rebalancing Auction  

5 (1) The ISO must, for each base auction and rebalancing auction, establish a final 
downward-sloping convex demand curve with the following: 

(a) a horizontal section from 0 MW to the net minimum procurement volume in 
subsection 3,  at a price cap that is the greater of:  

(i) 1.75 times the adjusted net-CONE in subsection 4; or  

(j) 0.5 times gross-CONE established in accordance with Section 207.2 of 
the ISO rules, Calculation of Net-CONE divided by 0.8; 

(b) a downward-sloping section from the net minimum procurement volume in 
subsection 3 at the price cap in subsection 5(1)(a) to an inflection point set at 
a multipler of 0.875 times the adjusted net-CONE in subsection 4 below at a 
quantity 7% above the net minimum procurement volume;and 
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Section Subsection Proposed language Stakeholder comments  

(c) a downward sloping section from the inflection point in 5(1)(b) to a price floor 
of zero dollars at a quantity 18% above the net minimum procurement volume 
in subsection 3 below. 

5 (2) The ISO must publish the final demand curve prior to the opening of the offering window 
for each base auction or rebalancing auction. 

 

  Applicable Auctions  

6  This Section 207.2 is in effect for the following auctions: 

(a) the base auction and rebalancing auction for the 2021/2022 obligation 
period; 

(b) the base auction and rebalancing auction for the 2022/2023 obligation 
period; 

(c) the base auction and rebalancing auction for the 2023/2024 obligation 
period; and 

(d) the base auction and rebalancing auctions for the 2024/2025 obligation 
period. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that the proposed new ISO Rule – 
Section 207.3, Shape of Demand Curve relates to the 
capacity market and why or why not 

 

2 whether you agree that the proposed new ISO Rule – 
Section 207.3, Shape of Demand Curve should [or should 
not] be in effect for a fixed term and why or why not 

 

3 whether you understand and agree with the objective or 
purpose of the proposed new ISO Rule – Section 207.3, 
Shape of Demand Curve and whether, in your view, the 
proposed new ISO Rule – Section 207.3, Shape of Demand 
Curve meets the objective or purpose 

 

4 how, in your view, the proposed new ISO Rule – Section 
207.3, Shape of Demand Curve affects the performance of 
the capacity market and the electricity market 

In the CWG’s view, this rule will have a significant negative impact on the performance of the market. Over procurement bias shifts value 
from energy to capacity and sets up the market for an over-supply issue in 2025. This is akin to what has been seen in other capacity 
markets. The result in other markets has been to set up the market for over supply initially with poor demand curve parameters and then 
shift the demand curve back to more reasonable levels as it is realized that over supply is an issue. This is an unacceptable outcome that 
we should endeavor not to repeat in Alberta.  

5 your views on any analysis conducted or commissioned by 
the AESO supporting the proposed new ISO Rule – Section 
207.3, Shape of Demand Curve 

 

6 whether you agree with the proposed new ISO Rule – 
Section 207.3, Shape of Demand Curve taken together with 
all ISO rules and in light of the principle of a fair, efficient 
and openly competitive market 

 

7 whether you would suggest any alternatives to the proposed 
new ISO Rule – Section 207.3, Shape of Demand Curve 
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Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

The current version of the Demand Curve is incompatible with the legislated requirement of reliability at reasonable cost and is therefore 
not in the public interest. Net-CONE is arbitrarily inflated, the volumes at the anchor points have been chosen without any regard for cost, 
and important parameters (e.g. 0.875) have absolutely no compelling rationale behind them. Rule 207.3 needs to be completely 
reworked. 
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Please provide your views on the type of content that should be included in an information document associated with the proposed new ISO Rule – Section 207.3, 
Shape of Demand Curve. 
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