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To:  AESO 
From:  Leonard Olien, Solas Energy Consulting on behalf of CanWEA 

Date:  July 20, 2018 

RE:  Feedback on the Final Comprehensive Market Design 

   

CanWEA would like to thank the AESO for the opportunity to respond to the final Comprehensive 
Market Design (CMD) and for the opportunity to provide feedback during the stakeholder 
workgroup process for the past year. 

CanWEA understands the motivation to implement a Capacity Market in Alberta to incent new 
generation during the retirement of coal facilities and increasing penetration of variable 
renewables. CanWEA is concerned that the transfer of value from the Energy Market to the 
Capacity Market will have material negative effects on the economic value of existing wind 
power generation assets.  To mitigate the potential negative impacts, CanWEA believes the 
Energy Market should remain the primary market for the electricity sector in Alberta with the 
Capacity Market being of secondary importance.  There are two reasons for the higher 
importance of the Energy Market: 

1. Market Efficiency - the Energy Market is more efficient at providing a price signal that 
reflects the true value of electricity. It is in the Energy Market that generators can adjust 
supply offers to reflect resource characteristics.  Similarly, load customers can better 
manage real-time Energy Market costs than Capacity Market costs.  The result is that 
prices in the Energy Market are a better indication of the value of electricity.   

2. Resource flexibility – AESO modelling has shown an expected increase in Net-Demand 
Variability with increased penetration of renewable energy.  Resource flexibility will be 
required to manage system reliability.  However, the volume and nature of the required 
flexibility will be determined in real-time and therefore flexibility should be compensated 
in the Energy and Ancillary Services markets, not the capacity market. 

The Capacity Market design elements that CanWEA most supports are: 

1. Alignment of UCAP and Availability Assessment methodology – the final CMD uses 250 
hours for UCAP and Availability Assessment which reduces the risk to capacity resources. 

2. Revenue Neutrality in the Performance Assessment regime – the CMD proposes to refund 
funds from under-performing resources to over-performing resources in both the 
Availability Assessment and Performance Assessment periods. 

3. Market Power Mitigation in the Energy Market – the proposed framework provides clarity 
in what behaviour constitutes the availability and exercise of market power.  At the same 
time, the framework provides offer flexibility in the Energy Market to maintain the relative 
importance of the Energy Market over the Capacity Market. 
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CanWEA is most concerned with the following design elements: 

1. Capacity Market Demand Curve Calculation – the demand curve based on the current 
methodology results in a high risk of over-procurement, which is detrimental to Energy 
Market pricing and efficiency. 

2. Ramping Mechanism – CanWEA recommends investigation of a product or structure to 
incent ramping capability commence before the end of 2018.  Early investigation is 
required to provide sufficient lead time for analysis, stakeholder feedback, rule 
development and market implementation well before ramp capability becomes a 
serious system concern. 

   

CanWEA has provided feedback on specific design elements of both the Capacity Market 
design and Energy and Ancillary Market roadmap within the attached comment matrix. 

 

Thank you, 

Leonard 


