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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 
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Name: Ricardo Rangel Ruiz Organization: Capital Power  

Date: February 27, 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?  

Capital Power does not support the 100-hour approach since it leads to excessive variability on individual unit UCAPs from year to 

year which is not reflective of true availability and capacity value to the system.  Secondly, the 100-hours smallest supply cushion 

discounts the large units’ UCAP unfairly since whenever a large unit goes on planned maintenance and given the size of the 

Alberta market, the probability of the maintenance hours occurring during the proposed 100 hours increases significantly.  Capital 

Power’s preliminary analyses suggest that some large generators would have UCAPs varying close to 20% from one year to the 

next even when taking a 5-year average when in fact their true availability is not varying by that extent.  The year-to-year 

variability does not improve significantly by moving to 200 or 300 smallest supply cushion hours.  Furthermore, since the reliability 

modeling has not been performed, the 100-hour approach has not been proven for consistency with the way capacity is 

represented in the adequacy modeling. 

Capital Power submits that a better and more stable representation of availability of dispatchable generation is the average of 

8760 hours where, UCAP continues to de-rated by both forced and planned outages.  This recognizes the AESO’s historical data 

issues and continues to incent/reward shorter outage profiles.  It should be noted that Capital Power is not suggesting using the 

8760 approach for non-dispatchable resources where given their lack of response, something closer to their ELCC would be more 

appropriate. 

Capital Power further submits that the rationale used for limiting the sample size to a small number is flawed.  The argument that 

all other hours should be excluded because resource adequacy is not a concern is misleading by the fact that those hours are not 

a concern precisely because generators are making their capacity available.  The rationale does not recognize that as soon as 

one unit goes off-line (during those “other” hours), resource adequacy could become a concern.  

For the 8760 approach to work and be fair to generators, it has to be implemented together with the adjustments recommended 

by Capital Power regarding the penalty scheme, the most important of which is revenue neutrality in the availability assessment.  

Please refer to Capital Power’s Design Working Group response matrix for more details.  Without revenue neutrality an UCAP 

based on 8760 would actually increase penalty risk under CMD1 with limited ability to mitigate underperformance and no incentive 

to over-perform.    

2. UCAP: Can you support the UCAP calculation being 

based on 5 years of historical data?  

Capital Power would support a five-year average if based on 8760 hours.  At this point in time, the CMD1 proposed framework is 

flawed.  It is unfair and leads to too much volatility from year-to-year units’ UCAP.  Capital Power recommends that the AESO 

continue working with stakeholders to address these issues and improve the proposed UCAP calculation. 
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3. UCAP: Are there risks with including planned outages 

in the availability factor data used to calculate UCAP?  

If so please describe.  

High variability in UCAPs from year-to-year is caused by the inclusion of planned outages in the UCAP calculation, especially for 

large units.  One way of addressing the variability issue would be by excluding planned outages.  High variability in individual 

UCAPs will lead to higher risk premiums needed by generators increasing costs to consumers. 

In addition, high variability in UCAPs may inadvertently result in clearing new generation when it is not needed.  This could occur 

when, by chance, the UCAP of several units coincide at their low points in a given year. 

The heavy discount applied to UCAP, mainly driven by the inclusion of planned outages, is not a standard practice in any other 

capacity market.  The large discount will lead to complex conversions from ICAP to UCAP in the reliability target and demand 

calculation, that in turn create unnecessary risks including over-procurement.  

For these reasons, Capital Power submits that consultation on alternatives approaches to calculating UCAP should continue. This 

includes consideration of whether to exclude planned outages as part of the methodology.   

Capital Power submits that going forward, the AESO should keep track of planned outages.  Not only to enhance the viability of 

other options that de-risk the inclusion of planned outages in the UCAP calculation if deemed appropriate but also to model 

properly outages in the reliability tool. 

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. 

Capital Power is concerned that setting the price at the target capacity level at 1.5 x Net-CONE, as recommended by Brattle, will 

lead to a perpetual state of over-procurement in the market, the result of which will be higher capacity costs for consumers and 

distortion of energy market price signals required to, among other things, incent flexible supply.  Capital Power recommends 

moving the price at the target capacity level from 1.5 x Net-CONE to Net-CONE.  Any concerns with potential under-procurement 

can be mitigated by increasing the price cap, currently set at the maximum of 1.75 x Net-CONE or 0.5 x Gross-CONE.  These 

recommendations are consistent with the views expressed by many working group members at the CMD1 Technical review 

meeting. 

Capital Power recommends that Brattle perform analysis to determine how much the price cap should be increased to maintain 

reliability at an acceptable average level and whether or not other changes on the slope and kink of the demand curve may also 

be helpful in maintaining the desired EUE level once the target is moved to Net-CONE. 

As mentioned during the Technical meeting, it is difficult, if not impossible to provide comments and form a position on the 

proposed demand curve parameters without knowing the reliability target and procurement volume calculation.  Capital Power 

recommends that the AESO provide reliability target amounts for historical years to allow working group members to assess the 

suitability of the reliability results and the proposed demand curve parameters. 

5. Load Forecast: Can you support the proposed Capital Power requests that the AESO specify the process it will use to net out self-supply and as well as all other post-
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approach to forecast load? Are there any outstanding 

comments or concerns with the proposed approach? 

adjustments to be performed on the AIL forecast.  Without these critical pieces of information it is difficult for Capital Power to 

assess and comment on the final load forecast. 

Given the nature of Alberta’s load, Capital Power submits that it is better to understand the industrial sector load dynamics rather 

than depend heavily on the macroeconomic forecasts of the Conference Board of Canada (CBC).   

Capital Power supports the modeling of weather uncertainty.  However, the economic forecast uncertainty should be measured 

based on the historical forecast error of the CBC with a probability distribution rather than with a low and high case.  Furthermore, 

Capital Power submits that some element of the AESO’s historical demand forecast error should be incorporated in the forecast 

uncertainty.  Even though the AESO has a new forecasting tool, the historical forecast error speaks to the AESO’s actual ability to 

forecast load.  

6. CONE: Can you support the intended Gross CONE 

estimation approach? 

Capital Power can support the intended approach as long as the process to estimate Gross-CONE is transparent and allows the 

opportunity for stakeholder to review and input.  Capital Power is concerned that CONE assumptions from other jurisdictions may 

be improperly extrapolated to the Alberta context.  Consideration of Alberta stakeholder input will help to mitigate against this and 

will ensure that the assumptions used are reflective of the Alberta context.   

7. CONE: What are the important considerations AESO 

needs to take into account when selecting the Energy 

and Ancillary Service offset estimation methodology?  

First and foremost, in order to ensure reasonable and accurate estimation of energy and ancillary service revenues the AESO 

must be transparent regarding its assumptions and allow stakeholders the opportunity to review the calculation and assumptions 

and provide feedback.  Secondly, the AESO must perform a set of sensitivities to demonstrate that the chosen values are 

reasonable.  A single calculation will not to provide enough context and proof of stability over the many possible future scenarios.  

Varying different levels of bidding behavior should be considered given their uncertainty and magnitude of potential impact on 

energy revenues. 

Capital Power supports the use of a fundamental forecast in the calculation of net energy revenues as opposed to using forward 

or historical price forecasts.  Forwards lack sufficient liquidity and historical prices would be the worst of the available options 

given that the market is undergoing a fundamental change in design 

Energy and ancillary service estimation should be as current as possible and therefore estimated for every capacity auction to 

reflect true revenue sufficiency. 

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

considerations or plan in Net CONE estimation?  

Capital Power has identified several issues and concerns in the integrated capacity and energy modeling that may impact the 

calculation of Net-CONE.  The first issue concerns the use of a spreadsheet model to estimate the dispatch of the reference 

technology.  Capital Power believes that this is inappropriate.  There is no reason not to trust the dispatch from the tool that has 

been calibrated to forecast energy prices (Aurora) and includes physical unit limitations in the optimization process.  There is also 
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no reason to introduce a separate layer of assumptions and to move to a separate model that, in principle, disregards 

expectations of what others are doing in the market.   AB has a small market size and the behavior of a unit could materially 

impact pool prices.  A separate dispatch model would not capture this consideration.  A separate dispatch model also assumes 

perfect foresight which also over-estimate forecast margin of the asset. 

The next issue concerns the AESO’s approach to calculating Net-CONE.  Capital Power believes that the AESO has not 

considered and adequately accounted for the implications of the proposed CMD1 capacity performance scheme in its calculation.  

Ancillary services revenues were also not considered – despite the fact that such revenues are an important source of revenues 

for certain assets.  Exclusion of these two key assumptions may have a material impact on the calculation of net-CONE. 

The final issue concerns fuel supply.  The AESO must clarify how firm fuel supply will be treated in the Net-CONE calculation. 

 

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

A dispute resolution process should be established for the AESO to share its UCAP calculation data with resource owners and allow parties to dispute/challenge assigned UCAP values prior 

to each auction. Operators have the best understanding and data related to their units.  It is important to ensure that the AESO is providing a UCAP that is truly reflective of resource’s 

capacity value.  Such a process will be critical in the first few years of market opening given that historical data is based on operation in an energy-only market and will not necessarily 

indicative of future capacity market performance.  Going forward, the dispute process will be important to address different circumstances like uprates or capital improvements that are not 

reflected in the history of the units.  

The AESO should begin tracking proper outage data (by outage type, planned or forced at the least) in ETS as soon as practical.  This information will be valuable for reliability modeling 

purposes, understanding future market performance and will allow the AESO the option to incorporate such data in to the UCAP calculation in the future. 

Capital Power reiterates the need to see the adequacy target and reliability results for forward looking and historical years to be able to assess the AESO reliability modeling and Brattle’s 

demand curve.  Capital Power, like other stakeholders, during the Technical meeting, requests that the AESO make as much data available as possible.  Several assumptions and 

approaches to model the tie-line, plant outages, self-supply and other relevant elements were not entirely clear during the SAM process.  Capital Power also supports the working group 

participants request for sensitivity results and ELCC calculations for asset classes. 

 


