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 The AESO invites stakeholders to provide comments on the final Comprehensive Market Design (CMD Final). All feedback (whether it be general or specific in nature) will assist in the development of the suite of ISO rules for the 

implementation of the capacity market.  With respect to comments provided in relation to the “Specific Feedback Questions”, please note that your responses will also help to inform future consultation activities, including the topics to be 

discussed during upcoming stakeholder sessions expected to be planned for the end of July/early August. 

Please review the instructions below and submit your feedback to capacitymarket@aeso.ca no later than 3:00 p.m. on Friday, July 20, 2018. 

The AESO will post all feedback “as received” on www.aeso.ca  by Wednesday, July 25, 2018. Please note that the names of the parties submitting each completed comment matrix will be included in this posting. Please also note that the 

AESO will not be responding to individual submissions.   

Instructions 

• Stakeholders are requested to provide all feedback on CMD Final within this matrix.  

- if it is believed necessary to submit additional supporting documentation, please clearly indicate which section of CMD Final or topic your document refers to. No handwritten comments will be accepted.  

 

 Please input your name and the organization you are representing in the comment boxes provided below each CMD Final section. Your contact information is requested in each section for ease of sorting and compiling feedback from all 
stakeholders. 

- Press Shift + Return to enter paragraph breaks within a comment box. 

- Comment boxes will automatically expand if additional room for feedback is required.  

 

If you have any questions about this comment matrix, please email capacitymarket@aeso.ca 

 

 

 

 

mailto:capacitymarket@aeso.ca
http://www.aeso.ca/
mailto:capacitymarket@aeso.ca
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CMD Final Glossary  

1) Which, if any, of the defined terms in the glossary do you find vague, confusing, or unnecessary? Please identify each defined term and explain how it may be improved. 

Capital Power has no comments at this time. 

2) What gaps or disconnects may exist as between the glossary and the sections of CMD Final? Please identify any relevant terms, definitions, and/or specific content in CMD Final.  

Capital Power has no comments at this time. 

3) Which, if any, of the definitions in the glossary contradict the AESO’s current Consolidated Authoritative Document Glossary? Please identify each term and corresponding definition, and describe the concern. 

Capital Power has no comments at this time. 

4) Which terms, if any, do you believe are missing from the glossary? Please provide each term that is missing and suggest an appropriate definition. 

Capital Power has no comments at this time. 

5) Do you have any other feedback specific to the glossary that you would like to provide? 

The definitions proposed in the CMD Glossary are reasonably clear to assist with reading and understanding CMD.  That said, Capital Power believes that the definitions of some terms will need to be further refined as they are put 

in to ISO Rules and ultimately transitioned into the AESO’s Consolidated Authoritative Document Glossary (“CADG”).  Capital Power looks forward to continuing to review proposed definitions in the forthcoming ISO Rule 

consultation process and prior to their addition to the CAGD. 

 

Name: Grant Berry Organization: Capital Power  
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CMD Final Section 2:  Supply Participation  

GENERAL FEEDBACK QUESTIONS  

1) Please provide your feedback as to whether the design in this section meets the desired end state and criteria set out for Alberta’s capacity market design? 

Capital Power believes that the design in this section is generally consistent with achieving the desired end state set out for Alberta’s capacity market design, subject to the resolution of concerns identified below with respect to 

economic delisting and participation of refurbished assets.  Capital Power believes that the AESO’s proposed eligibility criteria are consistent with enabling effective competition on a level playing field as they respect the following 

principles: 1) all capacity resources must be subject to the same rules, requirements, performance standards, and energy market obligations; and 2) resources must demonstrate an ability to provide verifiable and reliable capacity. 

2) Which, if any, of the concepts or details discussed in this section are unclear or confusing? What should be added or clarified in the ISO rules to address this? 

a) Capital Power believes that further discussion and review of the rules, principles, and criteria for temporary economic delisted assets to return to the energy market within the obligation term is required. 

 

Participation of temporary economic delisted assets in the energy and ancillary service (“EAS”) markets should be limited to asset substitution. This would eliminate undue price distortion while still allowing these assets to 

contribute toward system reliability. CMD currently proposes that temporary economic delisted assets could participate in the EAS market for a maximum of five consecutive months.   A rationale for allowing an asset that has 

delisted to participate in the market is absent.  Further, Capital Power understands that such resources would be subject to the “must offer, must comply” requirement and subject to potential energy market mitigation.  Should 

these obligations be triggered it could require a temporary economic delisted asset to run with the prospect of only recouping its short run marginal costs.   

 

Forcing delisted resources to potentially run at an overall loss (i.e. no opportunity to recover long-run fixed costs) is concerning for several reasons.  First, this would entirely defeat the purpose of delisting.  Second, applying the 

energy market mitigation scheme to delisted assets fails to recognize that these assets will not be compensated for the capacity that follows from being dispatched to produce energy.  Lastly, delisted assets are resources not 

required to meet the reliability target as set out in the capacity auction. If their energy offers are mitigated and the asset is dispatched, the production of delisted resources would depress the energy price and distort market 

fundamentals, both in real time and as forecasted to calculate the E&AS offset for determination of net CONE, as this supply would not otherwise have been available.  

 

Solution: To avoid these and potentially other deleterious market effects, Capital Power recommends that instead of participation in the EAS market, temporary economic delisted resources should be permitted to substitute 

their capacity throughout the obligation term for those of capacity-committed resources that are, for example, on a forced or planned outage where only then it would assume the same energy market obligations.  This 

substitution should not be limited to assets within a single firm's portfolio but be made available to the entire fleet. This would provide additional reliability benefits without resulting in undue energy market price distortions. 

 

b) Capital Power believes that further discussion and review of the rules, principles, and criteria for submitting economic delist bids is required. 

 

The AESO’s rationale for proposing to allow economic delist bids to be submitted only at the last rebalancing auction remains unclear.  Capital Power is concerned that this limitation may not provide resource owners with 

enough lead time to plan and make the appropriate arrangements for a full-term delisting.  Further, the last rebalancing auction may be too late to allow the market to respond to the economic delisting and provide replacement 

capacity.  These issues pose reliability and potentially cost concerns as only certain types of capacity will be able to enter the market with a three-month lead time. 

 

c) Issues exist with the proposed process for bidding in refurbished assets.  Additionally, the proposed definition of refurbished assets is inappropriate for, and unreflective of, coal-to-gas conversions. Capital 

Power believes that further discussion and review of the definitions and thresholds related to refurbished assets is required. 

 

i. Only allowing refurbished assets a one-time opportunity to submit an unmitigated bid is discriminatory. 

 

From a level playing field perspective, capital is capital, and avoidable capacity investment capital should be treated the same regardless of whether it relates to new or incremental capacity or refurbished capacity.  The 

investment threshold proposed by the AESO for refurbishments will ensure that refurbishments are reflective of a significant capital investment.  Therefore, similar to the treatment of new assets, any proposed 

refurbishment of existing resources should have an unconstrained opportunity to bid in to the capacity market. 

 

Solution: Treat refurbished assets the same as new assets and allow them to bid in to the auction unmitigated until they clear. 

 

ii. Treating fuel switching and coal-to-gas conversions as refurbishments (under the proposed definition) does not reflect the unique nature of these investments. 

 

In subsection 2.1.21 of the CMD Final Supply Participation Rationale document, the AESO states that “[t]he thresholds levels for refurbished capacity assets in Alberta are based on a volumetric and cost analysis of 

recent or proposed refurbishments in Canada.”  Furthermore, in the same subsection, the AESO states that “[t]he $200/kW threshold is expected to be low enough to include some coal-to-gas (“CtG”) conversions of the 

existing coal fleet as refurbished assets. Capital Power disagrees and believes that contrary to the AESO’s assessment provided in the rationale document, the investment thresholds proposed for refurbished assets are 

unlikely to capture less-capital intensive investments like fuel switching and CtG conversions.   

 

https://www.aeso.ca/assets/Uploads/Final-DES-criteria-and-assumptions-v2-final.pdf
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CMD Final Section 2:  Supply Participation  

Given the diversity that exists across the Alberta coal fleet with respect to age and unit characteristics, the selection of criteria and investment thresholds for fuel switching and conversions is important.  The criteria and 

thresholds must be established in manner that would allow them to apply equally across the entire Alberta fleet and not only to a select group of assets.  This will ensure that a level-playing field is preserved. 

 

Solution: The AESO should consider creating a separate asset category for fuel switching and CtG conversions, distinct from the incremental capacity and refurbishments categories.  The criteria and thresholds for this 

new asset category should be flexible enough to allow applicability across the entire Alberta generation fleet. 

3) What gaps or disconnects may exist in this section? What should be added or clarified in the ISO rules to address this?   

See comments in 2 above. 

4) In addition to 2) and 3) above, what other factors or information should the AESO consider as it drafts the ISO rules for this section?  

See comments in 2 above.  

 

SPECIFIC FEEDBACK QUESTIONS 

The AESO is also specifically requesting feedback on the following question(s): 

1) Is the description of the required thresholds to be classified as a refurbished asset clear?  What additional considerations or further detail may be required, regarding the determination of these thresholds? 

No, Capital Power finds the rationale for the proposed 200$/KW threshold for refurbished assets unclear and does not support the threshold being applied for fuel switching and CtG conversions. 

As mentioned above, Capital Power recommends that the AESO establish a separate asset category for fuel switching and CtG conversions, distinct from the incremental capacity and refurbishments categories.  The criteria and 

thresholds for this new asset category should be flexible enough to allow applicability across the entire Alberta generation fleet. 

Additionally, the AESO should establish a process to consider, on a case-by-case basis, potential capital investments that may not meet the proposed categories for enhancements of existing resources and their associated 

thresholds.  This will afford market participants and the AESO additional flexibility to consider future circumstances that may arise as capital investments can be unique.    

2) Is the description of the mechanics of making refurbishment offers and the associated market clearing mechanism clear? If not, please explain. 

No, the description of the mechanics of making refurbishment offers and the associated market clearing mechanisms are not clear.  Capital Power understands that units contemplating capital investment or refurbishment are 

provided the opportunity to bid into the capacity market with two bids.  The first and presumably lower bid, which is also subject to mitigation, represents the status quo unit without the capital investment or refurbishment.  The 

second, which is not subject to mitigation represents the unit with capital investment or refurbishment.  If the second bid is accepted, the unit is committed to the capital investment and the first bid is void.  At a high level this 

mechanism makes sense, as mitigated units may need to offer above mitigation levels in order to receive enough revenue to earn a return on and of their capital investment or refurbishment cost.  Without this mechanism, the 

investment may not otherwise be made.   

What is unclear to Capital Power is if units that two-part bid who do not have their second, higher, investment inclusive bid accepted and do not make the capital investment or refurbishment are disallowed from bidding in two parts 

again.  It seems logical that units in this situation could continue to have the opportunity to two-part bid until they make the capital investment or refurbishment as this mechanism facilitates investment.  CMDF can be interpreted as 

regardless of whether a unit makes the contemplated capital investment or not, they are limited to only using the two-part mechanism once.  If this is the case, Capital Power is unclear as to the rationale. 

3) What additional considerations or further detail may be required regarding the conditions under which temporarily delisted assets can return to service during an obligation period? 

Further details are required regarding the conditions, notice, and timing of notice under which temporarily delisted assets can return to the energy market during an obligation period.  It is currently unclear in CMD whether a 

temporarily delisted asset can return for the purposes of asset substitution with another market participant.  Currently, the ability of temporarily delisted assets to perform asset substitution seems to be limited to the circumstances 

listed in subsection 2.3.8.  As mentioned above, Capital Power believes that participation of temporary economic delisted assets in the energy and ancillary service (“EAS”) markets, if at all, should be limited to asset substitution.   

 

ADDITIONAL COMMENTS 

Please add any additional comments you may have on this section here. 
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CMD Final Section 2:  Supply Participation  

Capital Power emphasizes that each CMD section or design element must be considered holistically to assess whether the complete framework achieves the desired end state and meets the final design criteria.  To this end, Capital Power 

recognizes and commends the AESO’s efforts in conducting comprehensive assessments of its final proposal by, among other things, updating its Integrated Capacity and Energy Revenue Modeling.  Capital Power remains supportive of 

the overall CMD framework based on the information presented to date.  However, the views and opinions expressed herein are subject to change based on new information, analysis or significant revisions to design elements as a result of 

the remaining development and approval processes. 

Name: Grant Berry Organization: Capital Power  
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CMD Final Section 3:  Calculation of UCAP  

GENERAL FEEDBACK QUESTIONS  

1) Please provide your feedback as to whether the design in this section meets the desired end state and criteria set out for Alberta’s capacity market design? 

 

Capital Power is supportive, in principle, of using UCAP to represent the capacity value of a resource and allowing asset owners flexibility in determining the asset-specific value. However, Capital Power believes that a fundamental 

issue continues to exist with respect to the AESO’s proposed UCAP calculation methodology for dispatchable resources that may inhibit the design in this section from achieving the desired end state. The "250 tightest hours 

average over five years" UCAP methodology continues to produce results for dispatchable resources that are not representative of their true availability and contribution to supply adequacy.  The preliminary results are 

not representative of the true availability and capacity value of dispatchable assets to the system and are misaligned with the AESO’s reliability modelling, due in part to the fact that historical data is based on operation in an energy-

only market (“EOM”) and is not necessarily indicative of future capacity market performance. This creates the potential for unjustified UCAP volatility on a unit basis and undervalues the capacity of these resources which may lead to 

over-procurement and additional unnecessary costs for consumers. 

 

Capital Power recognizes the AESO’s attempt to address these concerns with respect to the UCAP calculation in CMD3 and CMD Final and appreciates the AESO’s willingness to improve the methodology.  However, the changes 

proposed in CMD3 and ultimately accepted in CMD Final – specifically the increased annual observation hours (250) and the threshold of the proposed UCAP range – fail to resolve the fundamental issues raised by Capital Power 

and other Working Group members during the design process.  

 

Even with the increase from 100 to 250 hours per year, Capital Power believes that the historical data sample remains too small to be statistically significant and continues to be misaligned with historical incentive regimes for 

availability and outage planning in the EOM.  As a result, the proposed UCAP methodology understates the capability of thermal dispatchable assets (particularly those with a history of high availability) and fails to accurately reflect 

the true contribution of these assets to supply adequacy to future reliability.  The proposed UCAP methodology also continues to produce inconsistent results across similar asset types and significant changes in assets’ qualifying 

capacity from year-to-year that are not correlated to future reliability and availability.  Furthermore, the AESO has not presented any analysis demonstrating that the results of the UCAP methodology are aligned or consistent with the 

reliability model (RAM) at the unit level. 

 

While Capital Power continues to strongly support the establishment of a UCAP range, the range methodology proposed by the AESO in CMD Final is inadequate to resolve the issues above and, therefore, will not allow 

dispatchable asset owners to provide the true value of their assets to reliability. 

 

Solution: Capital Power remains supportive of using an EFORd approach to calculate the capacity value of dispatchable resources.  However, recognizing the AESO’s resistance to using EFORd, Capital Power recommended in its 

CMD2 comments that a range for UCAP could resolve many of the issues related to the methodology and the use of historical EOM data. 

 

Capital Power understands from the June 12th Design Working Group (“DWG”) meeting, that the AESO considered the range proposed by Capital Power and other DWG members – maximum and minimum calculated annual 

UCAP values for an asset from the last five years to establish the range (“max/min 5 yr.”) – but ultimately rejected it due to concerns that the range was too wide, especially as it related to variable, non-dispatchable assets like wind 

generation. 

 

To address AESO concerns about the width of the range and the potential for supply adequacy issues and / or market distortions caused by inaccurate UCAPs, Capital Power believes that a distinction must be made between 

dispatchable and non-dispatchable assets and that separate ranges for these asset types should be established.  There is a fundamental difference between dispatchable and non-dispatchable resources.  Dispatchable 

resources can respond to signals created by the capacity performance regime and real-time energy market by adjusting operations and maintenance planning to align availability with tight supply hours.  Variable, non-dispatchable 

assets cannot.  This is sufficient justification to allow a wider range of UCAP for dispatchable assets vs. non-dispatchable given the potential impacts to supply adequacy. 

 

In terms of setting an appropriate range for dispatchable assets, Capital Power continues to support using the max/min 5 yr. range (at least during the transition period of 2021-2026).  If the AESO continues to believe that 

range is too wide for dispatchable assets, then Capital Power recommends a range that establishes the lower and upper bounds high enough to allow for the exclusion of at least one year of observations (20% of observed hours 

using a five-year average). Capital Power continues to believe that a wider range is necessary for dispatchable assets, at least for the transition period of 2021-2026, to help resolve issues related to the methodology, inconsistencies 

with RAM, and the use of historical EOM data. 

 

If this issue can’t be resolved, then Capital Power recommends that the UCAP refinement/dispute resolution process be flexible enough to allow dispatchable asset owners the ability to challenge whether historical 

data is reflective of future performance and contribution to supply adequacy.  While a dispute resolution process isn’t the preferred approach, some mechanism is required to address the problem.   

 

2) Which, if any, of the concepts or details discussed in this section are unclear or confusing? What should be added or clarified in the ISO rules to address this? 

See comments above. 

3) What gaps or disconnects may exist in this section? What should be added or clarified in the ISO rules to address this?   

https://www.aeso.ca/assets/Uploads/Final-DES-criteria-and-assumptions-v2-final.pdf
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CMD Final Section 3:  Calculation of UCAP  

See comments above. 

4) In addition to 2) and 3) above, what other factors or information should the AESO consider as it drafts the ISO rules for this section?  

See comments above. 

 

SPECIFIC FEEDBACK QUESTIONS 

1) Is the regression-based approach to determining UCAP for gross dispatched self-suppliers clear?  What additional considerations or further detail may be required, to sufficiently describe this approach? 

Several aspects of the UCAP calculation for self-suppliers remain unclear to Capital Power.  Capital Power wishes to discuss the proposal further in the forthcoming rule consultation. 

2) What additional considerations or further detail may be required regarding the process for determining external resource UCAPs?   

Capital Power has no comments at this time. 

3) What additional considerations or further detail may be required regarding the UCAP refinement process?   

As mentioned above, Capital Power believes that fundamental issues still exist with respect to the proposed UCAP methodology for dispatchable assets.  If these issues are not resolved, Capital Power believes that the UCAP 

refinement process must be flexible enough to allow dispatchable asset owners the ability to challenge whether historical data is reflective of future performance and contribution to supply adequacy. 

4) Should the list of events under which a refinement request can be submitted as provided in section 3.2.2.a.i be further defined?  If so, please provide your suggestions. 

Yes, the UCAP refinement request criteria should be expanded to include consideration of instances where historical data is not reflective of expected future performance and contribution to supply adequacy. 

 

ADDITIONAL COMMENTS 

Please add any additional comments you may have on this section here. 

Capital Power emphasizes that each CMD section or design element must be considered holistically to assess whether the complete framework achieves the desired end state and meets the final design criteria.  To this end, Capital Power 

recognizes and commends the AESO’s efforts in conducting comprehensive assessments of its final proposal by, among other things, updating its Integrated Capacity and Energy Revenue Modeling.  Capital Power remains supportive of 

the overall CMD framework based on the information presented to date.  However, the views and opinions expressed herein are subject to change based on new information, analysis or significant revisions to design elements as a result of 

the remaining development and approval processes. 

Name: Grant Berry Organization: Capital Power  
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CMD Final Section 4:  Calculation of demand curve parameters  

GENERAL FEEDBACK QUESTIONS  

1) Please provide your feedback as to whether the design in this section meets the desired end state and criteria set out for Alberta’s capacity market design? 

Capital Power submits that several elements related to the calculation of the demand curve have not yet been sufficiently defined or require adjustments to ensure the desired end state is stable, transparent, competitive and 

complementary to the EAS market to attract and sustain investment for maintenance of adequate and reliable supply in Alberta.  Details with respect to the demand curve and the calculation of key technical parameters requiring 

additional clarity include: selection of CONE technologies, proposed EAS offset approach, parameters for, and consistency of, the Resource Adequacy Model (“RAM”), as well as the governance framework for approving these 

critical elements.  Elements requiring further consideration and possible revision include: the derivation of CONE, net CONE, proposed EAS offset approach and the future auction procurement target. 

2) Which, if any, of the concepts or details discussed in this section are unclear or confusing? What should be added or clarified in the ISO rules to address this? 

a) Details with respect to the demand curve and calculation of key technical parameters (CONE, net CONE and the procurement target), as well as a governance framework for approving these items, remain unclear. 

 

Clarity is required with respect to how and when formal governance processes and channels for stakeholder review and input will be established with respect to technical parameters such as CONE, net CONE, and the demand 

curve.  Effective stakeholder and third-party input and oversight will ensure that these critical pieces are developed in a manner that is reflective of Alberta’s unique characteristics and avoid the potential for over-procurement 

and market distortions.   

 

Solution: Capital Power requests that the AESO initiate formal stakeholder consultation on governance processes and channels for stakeholder review and input of the demand curve and key market parameters. 

 

b) It remains unclear how the proposed EAS offset model works and the how explicit and implicit assumptions would be used to determine a levelized value over an economic life of 20 years.   

 

The proposed approach appears to assume that a peaking unit would run as a baseload resource and, in doing so, would secure full value at the forward price.  This is unrealistic and fails to take into account the impact that 

running in this illogical fashion would have on market prices.  This type of simplistic approach ignores dispatch characteristics, supply and demand hourly dynamics, as well as operational constraints/costs and would lead to an 

overstatement of EAS revenue and under-recognition of costs for the market participant.  Further, no information has been provided in response to the need to account for the volatility and liquidity issues associated with forward 

pricing under the proposed offset methodology.   

 

Solution: Capital Power requests that the issues identified above associated with the EAS offset be addressed in the forthcoming demand curve and ISO rule development consultations. 

 

c) Methodology and governance to ensure alignment between UCAP value and RAM remains unclear. 

 

The proposed alignment methodology involves using AESO’s forward looking probabilistic RAM to determine capacity volume requirement and the use of a formula to translate fleet UCAPs to an asset specific UCAP.  While 

some description of RAM has been given in the CMD Final Rationale document and Capital Power is pleased to see that the AESO is vetting its model relative to 2017, one year of historical data is insufficient for stakeholders to 

gain adequate confidence that RAM capacity values are consistent with those produced by the AESO’s proposed UCAP methodology.  The proper translation is paramount to ensure alignment between volume procured and 

capacity sold.  Therefore, Capital Power submits that at least 5 years of backcasting are necessary. 

 

Solution: Capital Power requests that the AESO initiate formal stakeholder consultation on governance processes and channels for stakeholder review, inclusive of input of key parameters as well as metrics that would be used 

to confirm the accuracy of RAM model simulations and, among other things, the translation of asset capacity between the RAM and the UCAP methodology.   

3) What gaps or disconnects may exist in this section? What should be added or clarified in the ISO rules to address this?   

a) Issues exist with respect to the calculation of CONE and net CONE. 

 

The 8% After-tax Weighted Average Cost of Capital (“ATWACC”) proposed by Brattle for use in the CONE calculation is inappropriate for Alberta generation. The companies considered by Brattle to determine 

ATWACC in its CONE study have characteristics that are not reflective of single project financing in Alberta. The CONE study must focus on the cost and financing requirements of a single project investment.   Capital Power 

recommends the Duff and Phelps size premium published in their annual guide be applied to calculating the cost of capital for CONE.  Additionally, the Alberta independent power producer (“IPP”) companies considered have 

significant contracted cashflows.  These facts are accounted for and reflected in those companies’ capital structures and costs of debt and equity.  Brattle’s attempt to extrapolate findings from an analysis of corporate-level cost 

of capital is flawed; the calculation of CONE must be performed on a single generation project basis.    

https://www.aeso.ca/assets/Uploads/Final-DES-criteria-and-assumptions-v2-final.pdf
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A key determinant of risk, and therefore required rate of return is cash flow variability.   The biggest indicator of this variability is the contractedness of a project or portfolio.    Due to their highly contracted nature, using Canadian 

IPP’s as a peer group is not appropriate. Alberta oil and gas comparables are more appropriate as they have similar cash flow volatility due to commodity price fluctuations and geographic concentration and participate in capital-

intensive industries with long lived assets. 

 

Relative to companies considered in Brattle’s study, a single project would require a size premium; investment in a single project is less than the value of the overall company.  Finally, companies will not invest at their corporate 

ATWACC, doing so would not create value.  There needs to be a premium for value creation to occur on a risk adjusted basis.  Brattle’s approach of using the high end of their Canadian IPP sample is not the right approach and 

inadequate to account for this premium. Additionally, Capital Power recommends that Brattle engage “local” lenders to determine the size, term and rate of project financing for Alberta merchant projects, rather than rely on lower 

risk US market data that is not reflective of cost of generation in Alberta.   

 

Capital Power supports the bottom up approach to establishing CONE as it is the one of the most transparent approaches, however remains concerned about the assumptions for depreciation, exchange rate risk 

and capital costs.  These elements require further consideration and revisions as part of the bottom up approach. 

 

Solution: The CONE study must focus on the cost and financing requirements of a single project investment.  Capital Power recommends the Duff and Phelps size premium published in their annual guide be applied to 

calculating the cost of capital for CONE.  Additionally, Capital Power recommends that Brattle engage “local” lenders to determine the size, term and rate of project financing for Alberta merchant projects, rather than rely on 

lower risk US market data.   

 

b) The proposed net CONE calculation uses a flawed approach to determining energy revenues 

 

The methodology proposed by the AESO to calculate EAS revenue for net CONE is inaccurate.   The high-level approach does not represent how investment decisions are made for capital-intensive power generation assets. 

Additionally, the methodology has not been well-explained and insufficient details have been provided for a thorough understanding of the calculations.  

 

Solution: Capital Power recommends that the AESO use a simulation approach, as recommended by Technical Working Group members, to model the dispatch of the CONE unit to determine the EAS revenue offset.  Such an 

approach would take into account hourly market price dynamics, the costs and constraints of the unit, and the impact that the unit’s dispatch has on market prices.  Absent these considerations, the AESO’s proposed 

methodology would produce a poor estimate for net CONE, which may negatively impact the ability of both the proxy new resource as well as existing assets to earn a return on and of capital and the investment signal, the result 

of which would be a suboptimal balance of reliability and cost. 

 
c) Net-CONE results are necessary before a reference technology can be selected. 

 

Capital Power generally agrees with the proposed reference technology selection criteria but recommends that the AESO provide details and rationale related to the hierarchy (if any) of the criterion and what weights (if any) the 

AESO is planning to assign them. Because of the different ways each technology can derive net energy market revenues, Capital Power submits that net-CONE results are necessary before a reference technology can be 

selected.  Therefore, Capital Power is unable to provide more detailed comments on the proposed selection criteria at this time.  

 

Solution: Capital Power recommends that the AESO assess the ability of the market to absorb a 243 MW frame CT or a 479 MW combined cycle unit in terms of load growth after netting self-supply.  In particular, the AESO’s 

assessment should reflect how often units of these sizes would be built and whether their market entry would preclude or severely hinder their ability to recover all of their costs and earn a reasonable return.  The analysis should 

reflect production constraints given environmental CO2 regulations (e.g. as in the case of the frame machine) and any operating or cycling costs resulting from a limited ability to respond to net demand variability created by 

additional intermittent renewable generation.   

4) In addition to 2) and 3) above, what other factors or information should the AESO consider as it drafts the ISO rules for this section?  

Capital Power has no comments at this time. 

 

ADDITIONAL COMMENTS 

Please add any additional comments you may have on this section here. 
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Capital Power emphasizes that each CMD section or design element must be considered holistically to assess whether the complete framework achieves the desired end state and meets the final design criteria.  To this end, Capital Power 

recognizes and commends the AESO’s efforts in conducting comprehensive assessments of its final proposal by, among other things, updating its Integrated Capacity and Energy Revenue Modeling.  Capital Power remains supportive of 

the overall CMD framework based on the information presented to date.  However, the views and opinions expressed herein are subject to change based on new information, analysis or significant revisions to design elements as a result of 

the remaining development and approval processes. 

Name: Ricardo Rangel Ruiz Organization: Capital Power  

 



 

      Page 11 Public 
 

CMD Final Section 5:  Base auction  

GENERAL FEEDBACK QUESTIONS  

1) Please provide your feedback as to whether the design in this section meets the desired end state and criteria set out for Alberta’s capacity market design? 

Capital Power is supportive of a single clearing price capacity auction held 3 years forward with 2 rebalancing auctions and an equal term length for existing and new assets. These design elements will help achieve the 

desired end state set out for Alberta’s capacity market. Equal term length honors the commitments made by the Government of Alberta with respect treating existing investments fairly and is critical to ensuring a level playing field for 

new and existing assets. That said, Capital Power has some concerns with this section regarding the respective processes proposed for addressing out-of-market payments and dealing with internal transmission constraints. These 

concerns (outlined below), if unresolved, may impede the design from meeting its desired end state and criteria. 

2) Which, if any, of the concepts or details discussed in this section are unclear or confusing? What should be added or clarified in the ISO rules to address this? 

a) A sustainable mechanism to address the market price impacts of subsidies is absent from CMD. 

 

Capital Power supports excluding fully contracted, government subsidized assets from participation in the capacity market.  We reiterate that the AESO’s current approach to dealing with these assets does not address distortive 

market price impacts to the capacity and EAS markets.  Resources in receipt of out-of-market payments have a distortionary effect on price formation in the capacity market and artificially suppress energy prices – both of which 

mute the investment signal and erode the opportunity for new and existing assets to earn a return on and of capital.  Subsidized assets receive an artificial reduction in net costs and, therefore, can compete on an unlevel 

playfield offering supply at levels below where they otherwise could or unsubsidized resources can.  Lastly, the energy volumes delivered by these resources will also have an impact on energy market prices and, therefore, the 

calculation of net CONE and the signal for investing in flexible resources. 

 

Even when subsidized resources are excluded from participating in the auction they impact price formation in the capacity market via their capacity volume being subtracted from the demand curve.  Excluding the capacity value 

of these resources from the auction does not solve the issue either as it will lead to over-procurement.  A mechanism must be developed to ensure that out-of-market payments will not deteriorate the value created by instituting 

the capacity market in the first place. 

 

Solution: Capital Power recommends that the AESO include in the forthcoming market roadmap consultation exploration and assessment of capacity auction mechanisms that can preserve price formation, maintain reliability 

and account for the capacity volume of subsidized resources.  This will serve to instill regulatory certainty, which will strengthen investor confidence and, in turn, reinforce the investment signal and competitive response for 

suppliers to participate in the capacity market at the right time and with the appropriate type of technology.  Capital Power is confident that a workable solution to address this issue exists and that it can be implemented 

for the first auction. 

 

b) Internal Transmission Constraints  

 

Capital Power supports the AESO’s starting assumption (confirmed by the DOE) that the Alberta capacity market will be a single zone. Additionally, Capital Power supports the AESO’s proposal in CMD Final that in the event of 

transmission constraints the AESO will clear the market at a single, unconstrained price. Capital Power is concerned, however, that the AESO is considering situations where prior to auction, an intra-Alberta transmission 

constraint is identified that may limit the ability of capacity in a certain area to be delivered during the term and due to that constraint, all or a portion of a resource’s capacity may not clear the auction (see subsection 5.10.2 d).  

 

Capital Power believes that such an approach is inconsistent with current Alberta transmission policy and the AESO’s obligations to plan and make arrangement for an unconstrained transmission system. The 

three-year forward period should provide ample time for the AESO to plan and make arrangements to resolve any anticipated transmission constraints prior to the delivery year. This should alleviate the need for any capacity 

auction clearing mechanisms to address internal transmission constraints. Any real-time constraints as the result of unanticipated delays in the completion of transmission infrastructure would then be managed using the existing 

real-time Transmission Constraint Management protocols.  

 

Capital Power requests further rationale from the AESO on the need for section 5.10 and examples of situations where the AESO expects that it would need to use such provisions.  

3) What gaps or disconnects may exist in this section? What should be added or clarified in the ISO rules to address this?   

See comments above. 

4) In addition to 2) and 3) above, what other factors or information should the AESO consider as it drafts the ISO rules for this section?  

Capital Power has no comments at this time. 

https://www.aeso.ca/assets/Uploads/Final-DES-criteria-and-assumptions-v2-final.pdf


 

      Page 12 Public 
 

CMD Final Section 5:  Base auction  

 

ADDITIONAL COMMENTS 

Please add any additional comments you may have on this section here. 

Capital Power emphasizes that each CMD section or design element must be considered holistically to assess whether the complete framework achieves the desired end state and meets the final design criteria.  To this end, Capital Power 

recognizes and commends the AESO’s efforts in conducting comprehensive assessments of its final proposal by, among other things, updating its Integrated Capacity and Energy Revenue Modeling.  Capital Power remains supportive of 

the overall CMD framework based on the information presented to date.  However, the views and opinions expressed herein are subject to change based on new information, analysis or significant revisions to design elements as a result of 

the remaining development and approval processes. 

Name: Grant Berry Organization: Capital Power  

 



 

      Page 13 Public 
 

CMD Final Section 6:  Rebalancing auction  

GENERAL FEEDBACK QUESTIONS  

1) Please provide your feedback as to whether the design in this section meets the desired end state and criteria set out for Alberta’s capacity market design? 

Capital Power is supportive of Section 6 and believes that it will achieve the desired market end state, subject to the comments below in response 2. Rebalancing auctions are an essential part of a well-functioning capacity market 

and allow resource owners and the AESO an opportunity to manage their capacity obligations. Capital Power is supportive of a compressed auction schedule for the first three auctions whereby one base auction and one 

rebalancing auction will be held for each obligation period. After that, Capital Power is supportive of holding two rebalancing auctions post the base auction, eighteen and three months prior to the start of the obligation period.  

2) Which, if any, of the concepts or details discussed in this section are unclear or confusing? What should be added or clarified in the ISO rules to address this? 

Capital Power is concerned that the AESO’s proposed threshold for determining whether a UCAP reduction (as re-calculated in the rebalancing auction pre-qualification) necessitates an asset’s participation in a rebalancing auction, 

is too low and, in any case, potentially unnecessary.  

A capacity resource is responsible to meet its capacity obligation. It should be at the discretion of asset owners whether or not a change in UCAP (increase or reduction) warrants participation in the rebalancing auction. Ultimately 

the capacity resource is obligated to deliver on its UCAP and if it does not it will receive commensurate penalties under the performance framework. The approach the AESO has proposed may result in unnecessary administrative 

burden for both capacity resource owners and the AESO as well as potentially presenting conflicts with the UCAP methodology and range thereunder.  

3) What gaps or disconnects may exist in this section? What should be added or clarified in the ISO rules to address this?   

See comments above. 

4) In addition to 2) and 3) above, what other factors or information should the AESO consider as it drafts the ISO rules for this section?  

Capital Power has no comments at this time. 

 

ADDITIONAL COMMENTS 

Please add any additional comments you may have on this section here. 

Capital Power emphasizes that each CMD section or design element must be considered holistically to assess whether the complete framework achieves the desired end state and meets the final design criteria.  To this end, Capital Power 

recognizes and commends the AESO’s efforts in conducting comprehensive assessments of its final proposal by, among other things, updating its Integrated Capacity and Energy Revenue Modeling.  Capital Power remains supportive of 

the overall CMD framework based on the information presented to date.  However, the views and opinions expressed herein are subject to change based on new information, analysis or significant revisions to design elements as a result of 

the remaining development and approval processes. 

Name: Grant Berry Organization: Capital Power  

 

https://www.aeso.ca/assets/Uploads/Final-DES-criteria-and-assumptions-v2-final.pdf
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GENERAL FEEDBACK QUESTIONS  

1) Please provide your feedback as to whether the design in this section meets the desired end state and criteria set out for Alberta’s capacity market design? 

Capital Power believes that the capacity market mitigation framework proposed in CMD Final (taken with the proposed energy market mitigation framework) is more likely to achieve the desired market end state than mitigation 

frameworks proposed in previous CMD iterations.  As it relates to capacity market mitigation, this is due largely to the use of 0.8 x net CONE as the default offer price cap for mitigated resources as opposed to 0.5 net CONE. 

Capital Power is generally supportive of the improved capacity market mitigation framework in CMD Final subject to modelling results and two important caveats: 1) that there are no material changes to the energy 

market mitigation framework proposed in CMD Final (i.e. mitigation to three times short-run marginal cost and the RSI threshold of 1.0 must be maintained) that would shift the balance of reasonable mitigation across markets; and 2) 

resolution of issues with respect to the CONE calculation identified by Capital Power in Section 4 above. 

2) Which, if any, of the concepts or details discussed in this section are unclear or confusing? What should be added or clarified in the ISO rules to address this? 

See comments above and below. 

3) What gaps or disconnects may exist in this section? What should be added or clarified in the ISO rules to address this?   

Capital Power has no comments at this time. 

4) In addition to 2) and 3) above, what other factors or information should the AESO consider as it drafts the ISO rules for this section?  

Capital Power has no comments at this time. 

 

SPECIFIC FEEDBACK QUESTIONS 

1) What additional considerations or further detail may be required regarding how the AESO will conduct the ex ante market power screen to identify firms that will be subject to capacity market mitigation? 

Capital Power remains of the view that a “profitability” calculation for determination of capacity market mitigation is needlessly complex and was a negative departure from previous CMD iterations’ volumetric based 

determinations.  While the concept is understood in principle, Capital Power would appreciate more detail on how exactly the AESO proposes to undertake the proposed calculation.  Specifically, Capital Power is of the view that, 

among other things, in order to make a “profitability” calculation, one must have a supply curve.  This leads to a “cart and horse” scenario; you do not know which portfolios are mitigated unless you have a supply curve, but you are 

unable build a supply curve without knowing which portfolios are mitigated.  Further discussion of how the AESO will determine “profitability” is required in the forthcoming ISO rule consultation. 

2) What additional considerations or further detail may be required regarding the determination of asset specific offer caps? 

Capital Power continues to disagree with the AESO’s decision not to allow previously invested capital to be included as an allowable cost in determining an asset specific offer cap request.  It is appropriate, and also necessary, for a 

well-functioning market to allow resources the opportunity to recover fixed costs related to investment capital, including existing debt. These costs should be allowable as a go-forward cost to be considered when requesting an asset 

specific offer cap. Not allowing assets the opportunity to earn a return on and of previously invested capital is inconsistent with commitments made by the Government of Alberta with respect to ensuring that existing investments are 

treated fairly in the capacity market transition and that there is a level playing field for competition. In a capacity market that relies on competitive market forces as the desired end state, an asset that attempts to recover “too much” 

from the market will be disciplined by more competitive capacity. There is no guarantee in the market that an asset will earn a return on and of capital, but there must be an opportunity. 

Capital Power believes that this issue warrants further discussion in the forthcoming ISO rule consultation process. 

 

ADDITIONAL COMMENTS 

Please add any additional comments you may have on this section here. 

https://www.aeso.ca/assets/Uploads/Final-DES-criteria-and-assumptions-v2-final.pdf
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Capital Power emphasizes that each CMD section or design element must be considered holistically to assess whether the complete framework achieves the desired end state and meets the final design criteria.  To this end, Capital Power 

recognizes and commends the AESO’s efforts in conducting comprehensive assessments of its final proposal by, among other things, updating its Integrated Capacity and Energy Revenue Modeling.  Capital Power remains supportive of 

the overall CMD framework based on the information presented to date.  However, the views and opinions expressed herein are subject to change based on new information, analysis or significant revisions to design elements as a result of 

the remaining development and approval processes. 

Name: Grant Berry Organization: Capital Power  
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GENERAL FEEDBACK QUESTIONS  

1) Please provide your feedback as to whether the design in this section meets the desired end state and criteria set out for Alberta’s capacity market design? 

Yes, Capital Power believes that the general performance framework presented in CMD Final will help achieve the desired market end state. Critical to Capital Power’s support is the AESO’s decision to make both 

the performance and the availability assessments revenue-neutral.  

A revenue-neutral availability assessment rewards resources that over-perform by paying them the penalties charged to under-performers. The opportunity to earn incentives allows resources to better manage their penalty risk and 

increases the competitiveness of capacity market bids. Unlike the performance assessment, the number of availability assessment hours are set and will be known in advance of the auction. Under a revenue-neutral scheme, this 

allows resources that expect to outperform the opportunity to minimize unavailability penalty risk premiums applied to their capacity market bids and potentially further reduce their bids based on expectations of potential incentive 

payments in excess of capacity revenue. The net effect of this would lower capacity costs for consumers.  

Capital Power commends the AESO for listening to stakeholder feedback and working with the stakeholders to make many positive changes from CMD1 to CMD Final with respect to the performance framework. In addition to the 

inclusion of revenue-neutrality for the availability assessment, Capital Power supports the following iterative improvements to the performance framework presented in CMD1 that have now been finalized in CMD Final: 

• A floor for the expected EEA hours used in the performance penalty calculation at 20, which provides greater certainty for resources of the expected performance penalty level which should reduce the penalty risk premium 

applied to capacity bids; and 

• Ex post volume reallocation in the performance assessment – an additional mechanism to manage performance penalty risk.  

In Capital Power’s view, the AESO has proposed, in CMD Final, a reasonable and balanced penalty and incentive framework.  

2) Which, if any, of the concepts or details discussed in this section are unclear or confusing? What should be added or clarified in the ISO rules to address this? 

Capital Power is unclear of the rationale behind the AESO’s decision to raise the number of availability assessment hours per year to 250 in CMD Final.  Capital Power recognizes that annual UCAP assessment hours were 

increased to 250, but is unclear on the rationale for aligning the UCAP hours and availability assessment hours.  Reasons for this decision were not communicated to the Design Working Group and, furthermore, are not presented in 

the CMD Final Rationale Document.  Capital Power requests that the AESO provide its rationale for this change in the forthcoming rules consultation. 

3) What gaps or disconnects may exist in this section? What should be added or clarified in the ISO rules to address this?   

Capital Power has no comments at this time. 

4) In addition to 2) and 3) above, what other factors or information should the AESO consider as it drafts the ISO rules for this section?  

Capital Power has no comments at this time. 

 

SPECIFIC FEEDBACK QUESTIONS 

1)  What additional considerations or further detail may be required regarding how the AESO will assess whether demand response assets have obtained a sufficient load volume prior to the second rebalancing auction? 

Capital Power has no comments at this time. 

2)  What additional considerations or further detail may be required regarding how the performance of external capacity assets will be measured during availability and delivery assessment periods? 

Capital Power has no comments at this time. 

3) Should the list of events under which availability and delivery assessments will not be conducted as provided in section 8.2.39 be further defined?  If so, please provide your suggestions. 

Capital Power has no suggestions at this time. 

https://www.aeso.ca/assets/Uploads/Final-DES-criteria-and-assumptions-v2-final.pdf
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CMD Final Section 8:  Supply obligations and performance assessments  

 

ADDITIONAL COMMENTS 

Please add any additional comments you may have on this section here. 

Capital Power emphasizes that each CMD section or design element must be considered holistically to assess whether the complete framework achieves the desired end state and meets the final design criteria.  To this end, Capital Power 

recognizes and commends the AESO’s efforts in conducting comprehensive assessments of its final proposal by, among other things, updating its Integrated Capacity and Energy Revenue Modeling.  Capital Power remains supportive of 

the overall CMD framework based on the information presented to date.  However, the views and opinions expressed herein are subject to change based on new information, analysis or significant revisions to design elements as a result of 

the remaining development and approval processes. 

Name: Grant Berry Organization: Capital Power  
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CMD Final Section 9:  Settlement and credit requirements 

GENERAL FEEDBACK QUESTIONS  

1) Please provide your feedback as to whether the design in this section meets the desired end state and criteria set out for Alberta’s capacity market design? 

Capital Power is supportive of this section subject to continued review of details concerning credit requirements and the level of financial security required for capacity resources in the forthcoming ISO rules consultation. 

2) Which, if any, of the concepts or details discussed in this section are unclear or confusing? What should be added or clarified in the ISO rules to address this? 

Capital Power has no comments at this time. 

3) What gaps or disconnects may exist in this section? What should be added or clarified in the ISO rules to address this?   

Capital Power has no comments at this time. 

4) In addition to 2) and 3) above, what other factors or information should the AESO consider as it drafts the ISO rules for this section?  

Capital Power has no comments at this time. 

 

ADDITIONAL COMMENTS 

Please add any additional comments you may have on this section here. 

Capital Power emphasizes that each CMD section or design element must be considered holistically to assess whether the complete framework achieves the desired end state and meets the final design criteria.  To this end, Capital Power 

recognizes and commends the AESO’s efforts in conducting comprehensive assessments of its final proposal by, among other things, updating its Integrated Capacity and Energy Revenue Modeling.  Capital Power remains supportive of 

the overall CMD framework based on the information presented to date.  However, the views and opinions expressed herein are subject to change based on new information, analysis or significant revisions to design elements as a result of 

the remaining development and approval processes. 

Name: Grant Berry Organization: Capital Power  

 

https://www.aeso.ca/assets/Uploads/Final-DES-criteria-and-assumptions-v2-final.pdf
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GENERAL FEEDBACK QUESTIONS  

1) Please provide your feedback as to whether the design in this section meets the desired end state and criteria set out for Alberta’s capacity market design? 

Capital Power is generally supportive of the EAS market changes proposed in CMD Final and believes that the proposed EAS market power mitigation framework (considered in conjunction with the proposed 

capacity market mitigation framework) is reasonable.  That said, Capital Power believes that the proposed EAS market’s ex-ante mitigation framework could be enhanced to better achieve the desired end state and 

meet the final design criteria. 

Capital Power is generally supportive of the AESO’s proposal to institute a combined ex-ante mitigation and graduated scarcity framework.  However, several elements of the currently proposed scheme either require additional 

clarity (see responses below) or reconsideration to ensure that the mitigation framework can achieve the desire end state and meet the final design criteria.  In particular, the application of mitigation to a firm’s entire portfolio - despite 

the fact not all its capacity is pivotal to satisfying demand - remains a significant concern. This has the propensity to over-mitigate energy offers and may, for example, unnecessarily restrict the operational flexibility market 

participants require to manage the operating constraints of a resource.  This could distort EAS prices and, ultimately, the efficiency of the market.  For these reasons, Capital Power continues to recommend that mitigation only apply 

to a firm’s offer volumes that cause it to breach the RSI threshold taking into consideration any offers the firm has elected to “self-mitigate.” Additionally, mitigation should not apply to any non-capacity committed resources and, as 

such, should also be removed from a firm’s supply.  These changes would enhance the AESO’s proposed ex-ante approach and would assist in achieving the desired end state and meet the final design criteria goal.  Capital 

Power’s detailed recommendations to enhance the RSI formula and ensure the effective application of mitigation can be found in its CMD2 E&AS working group comments submitted May 14, 2018  (see responses provided to KDE 

questions 2 b-f and the section titled General Comments at page 7).  Lastly, Capital Power believes that mitigation of offers to three times short-run marginal cost is consistent with the desired end state and, subject to further 

consideration of the application of mitigation across a portfolio and additional clarity regarding the definitions of the RSI formula and supply cushion, does not oppose establishing the RSI threshold at 1.0 at this time.   

 

2) Which, if any, of the concepts or details discussed in this section are unclear or confusing? What should be added or clarified in the ISO rules to address this? 

a) The variables of the RSI formula and the calculation of the supply cushion require additional clarity.  Capital Power requests that the AESO provide more detailed definitions for all variables to be used in each 

formula as well as the data source it expects to use for the calculations.  

i. Total Alberta Supplyt and Supplyit of the RSI formula are currently defined as “[t]he supply available from generating asset…”  However, these definitions do not capture all available supply since load or aggregated load 

assets participating on the supply-side are not expressly included.  Therefore, Capital Power recommends that the definition be revised to include these assets to ensure that the RSI formula reflects all available supply in 

Alberta and is inclusive of all relevant market participants.  

ii. The definition of Supplyit currently includes “…long lead time assets that have not been synchronized to the system.”  While Capital Power agrees that these assets should be included as part of the mitigation framework, it 

is unclear how they will be incorporated as part of the formula and how mitigation will be applied to these resources particularly in instances where mitigation results in offline long lead time assets falling in merit but would 

otherwise not be able to meet a dispatch given the 1 to 36 hour lead time constraint.  Consequently, additional clarity and consultation on the application of mitigation to these resources are required.   

iii. The term Total Alberta Import Capabilityt is currently defined as “[t]he total available transfer capability into Alberta in delivery hour t.”  However, it is unclear how this value is calculated.  For example, the sum of BC/MATL 

import flow gates and the SK import ATC as calculated using the figures in the AESO’s real-time ATC allocation report can vary from the System Import flow gate figure from the same report. Furthermore, the values 

reported in the report can change in real time.  Consequently, Capital Power requests that the AESO provide additional detail as to which value it intends on using in calculating the Total Alberta Import Capabilityt term, 

where it will pull this value from (e.g. real-time ATC allocation report or elsewhere) as well as when it expects to pull the value for the source data. 

iv. The definition for the term Importsit notes that “[t]his value will not exceed ImportATCt…” However, ImportATCt does not appear to have been defined elsewhere in the CMD Final documents.  Capital Power requests 

additional clarification regarding the need for and definition of this term.  

v. Total Alberta Demandt is currently defined as “[t]he demand for electricity within Alberta in delivery hour t.”  This definition, however, does not clearly articulate how this variable will be established.  For instance, it could be 

referring to “Alberta Internal Load,” “AIES Load, or perhaps some other figure of demand as forecasted by the AESO for the purposes of the ex-ante mitigation framework.  In any case, Capital Power recommends that the 

AESO refine this definition to explicitly describe how total demand will be calculated including the source data it expects to use to derive the value of the variable.   

vi. The AESO’s proposed mitigation framework and no-look scarcity test will rely, in part, on the prevailing supply cushion for each hour.  Though the AESO has stated that it will create a new report to inform the market of the 

supply cushion level and that it intends on using the same data as is used to produce its Supply Adequacy Report, no explicit definition of supply cushion has been presented to date.  Capital Power recommends that the 

AESO establish a definition for supply cushion that explains how this term will be calculated, what specific input data will be used and when this data will be extracted from the source.  

https://www.aeso.ca/assets/Uploads/Final-DES-criteria-and-assumptions-v2-final.pdf
https://www.aeso.ca/assets/Uploads/Capital-Power-EASWG-S3.pdf
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b) The means and form of reporting supply obligations remains unclear.  Capital Power recommends that the AESO establish a template for voluntary data submissions along with clear guidelines regarding the 

means for and timing of submissions 

In calculating a firm’s RSI, the AESO is proposing the inclusion of the term Obligationit that would reduce or increase the offer control by the volume of a firm’s physical and financial obligations in hour t.  While not the preferred 

approach to ensuring that the RSI metric is reflective a firm’s incentive to exercise market power, Capital Power does not oppose its inclusion at this time.  However, Capital Power seeks additional clarity as to how the AESO 

will receive this information from market participants and what information is required to ensure that it is incorporated as part of the RSI calculation.  Capital Power recommends that submissions be permitted through a central 

platform and interface (e.g. ETS) where market participants can voluntarily enter the net volume of financial obligations.  Lastly, market participants must have sufficient assurances that any records relating to reported financial 

obligations are kept confidential given the commercially sensitive nature of this information. 

c) It is unclear how the AESO will assess satisfying a dispatch obligation (i.e. compliance) with the proposed requirement to submit asset ramp information.  Capital Power recommends that the AESO outline, in 

detail, its expectations with the addition of this new requirement. 

Presumably, the AESO will require market participants to submit the ramp table (or ramp curve) via ETS (or applicable submission platform) as with all other real time operating information (e.g. AC, energy offers, etc.).  

However, since this is not made explicit in either of the CMD Final documents, Capital Power requests that the AESO clarify the means for submitting this information.  Additionally, the form – whether entering values on a 

modified tab in ETS containing ramp rates associated with output ranges or information submitted as a separate attachment (i.e. spreadsheet, template form, etc.) – should also be specified.  Capital Power recommends that 

market participants are provided the option to do both as is the case with the submission of energy market offers. 

Though current dispatch obligations and tolerances rely only on a single ramp rate, in Capital Power’s view, the submission of multiple ramp rates does not appear to prompt a general need to revise the existing requirements.  

For instance, the input to determining specific dispatch tolerances (e.g. required time to meet a dispatch) still relies on the same input – the ramp rate –  though now there may be several depending on where in the output range 

the asset is currently operating.  This does not change the nature of the obligation or the requirement.   

 

3) What gaps or disconnects may exist in this section? What should be added or clarified in the ISO rules to address this?   

a) Ex-ante mitigation should not apply to non-committed resources.   

At page 2, section 10 of the CMD Final rationale document, the AESO states that “[p]ool assets with capacity commitments, by receiving payments for capacity, have taken on obligations to offer their assets into the energy and 

ancillary services markets.”  As a corollary it should follow that non-committed resources, by not receiving payments for capacity, have not taken on the same obligations.  Stakeholders accepted the AESO’s proposal for the 

MOMC requirement to be applicable to non-committed resources only to ensure visibility of the available capacity.  However, it is inappropriate for non-committed resources to face mitigation as its offers will only be reflective of 

its production costs with no compensation for its capacity. 

The MOMC requirement and the applicability of mitigation to non-committed assets could require these resources to be dispatched with the prospect of only recouping short run marginal costs. Forcing resources to potentially 

run at an overall loss (with no opportunity to recover long-run fixed costs) is concerning for several reasons. Applying the energy market mitigation scheme to non-committed assets fails to recognize that these resources will not 

be compensated for their capacity and are not required to meet the reliability target as set out in the capacity auction.  If the energy offers of these assets are mitigated and are subsequently dispatched, the production from 

these resources would depress the energy price and distort market fundamentals as this supply would not otherwise have been available. To avoid these and potentially other deleterious market effects, ex-ante mitigation 

should not apply to non-committed resources.  

b) The “no-look” scarcity threshold proposed at 250 MW should be revised in the ISO Rules to reflect the single largest intra-province contingency. 

At page 19, section 10 of the CMD Final rationale document, the AESO refers to supply cushion analysis conducted by the MSA reliant on data for the period February 1, 2008 to June 30, 2010.  Though the AESO recognized 

that “future market outcomes when the capacity market is implemented are invariably going to be different in nature from past market outcomes” it maintained that this analysis supports the threshold being set at 250 MW.  

Capital Power disagrees.  Capital Power reiterates that the analysis considers a market snapshot that is 11 years prior to the 2021 commencement of the capacity market. Between these two periods: i) peak AIL demand is 

expected to have increased ~20% (2010 peak AIL demand = 10,196 MW vs 2021 forecast peak AIL demand = 12,144 MW); ii) price-responsive load receiving capacity payments will now be required to directly participate in the 

energy market (the effect of which will under-value historical measures of scarcity); and iii) the largest single intra-Alberta capacity resource (i.e. Shepard Energy Centre) now possesses a maximum nameplate rating of 860 

MW.  For these reasons, Capital Power cannot support the AESO's proposed 250 MW threshold.  Capital Power recommends that the “no-look” threshold be revised to reflect the single largest intra-province contingency – 

which is currently defined at 466 MW.  This appropriately ties market fundaments to the physical reliability of the system and increases the likelihood that the necessary price signal arises to incent reduced consumption or 

increased production with sufficient opportunity before having to exhaust reserves or potentially shedding firm load.  

c) Several inadvertent drafting errors were identified and should be corrected during the drafting of ISO Rules. 
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i. At subsection 10.6.15, page 7 of the CMD Final proposal document, the AESO states that it "…will only direct a long lead time asset to come online if the AESO expects to be short of regulating reserves."  This appears to 

be an inadvertent error and should be changed to contingency or operating reserves.  

ii. At page 4 of the of the CMD Final rationale document, the AESO refers to its continued ability to cancel mothball outages.  With the introduction of temporary economic delisting, Capital Power understands that this will 

replace the existing mothball outage rule and as such recommends that this be made clear in the ISO Rules. 

 

4) In addition to 2) and 3) above, what other factors or information should the AESO consider as it drafts the ISO rules for this section?  

Capital Power has no additional comments at this time. 

 

SPECIFIC FEEDBACK QUESTION 

1)  What additional considerations or further detail may be required regarding the determination of the asset-specific reference price for non-thermal, energy-limited assets? 

The proposed approach to mitigating non-thermal, energy-limited assets is unclear and requires additional consultation.   

At p.21, section 10 of the CMD Final rationale document, the AESO notes that it “…will not impose specific offer price mitigation on offers made by non-thermal, energy-limited facilities provided that offers from those facilities were 

made into the ancillary services market. If no offers for all available capacity from those assets were made into each of the ancillary services markets, then the relevant offer prices will be subject to mitigation as though they were 

made by imports.”  From this, it is unclear what offer volumes would be required to be submitted into the ancillary services market relative the total available capability of these resources to ensure no mitigation would be imposed.  

This requirement is important to understand as it could require hydro and possibly future storage assets to participate in the ancillary services market to avoid operational constraints such as water management.  Participation in the 

ancillary services market has been and continues to be voluntary.  Therefore, the requirement for these assets to participate in the ancillary services market and the link this participation has on its asset specific reference price (e.g. 

opportunity cost) appears to be unnecessary.  Further, this may harm the competitiveness of both the energy and ancillary services markets. Lastly, large market participants would be reluctant to build energy storage (or similarly 

classified resources) if they this requirement were to persist and would not support the flexibility the system will require with increased net-demand variability.  

 

ADDITIONAL COMMENTS 

Please add any additional comments you may have on this section here. 

Capital Power emphasizes that each CMD section or design element must be considered holistically to assess whether the complete framework achieves the desired end state and meets the final design criteria.  To this end, Capital Power 

recognizes and commends the AESO’s efforts in conducting comprehensive assessments of its final proposal by, among other things, updating its Integrated Capacity and Energy Revenue Modeling.  Capital Power remains supportive of 

the overall CMD framework based on the information presented to date.  However, the views and opinions expressed herein are subject to change based on new information, analysis or significant revisions to design elements as a result of 

the remaining development and approval processes. 

Name: Santi Churphongphun Organization: Capital Power  

 

 

 

 

 

 


