
Capacity Market 
Industry Executive Advisory Council 
Agenda 
 

 

 Page 1 AESO Public 
   

 

Date: May 28, 2018 Time: 1:00 p.m. – 5:00 p.m. 
 
Location: AESO Office – Main Boardroom 
 2500, 330 – 5 Avenue SW 
 Calgary, Alberta 
 
Attendees: AESO AltaLink Management Ltd. 
 ATCO Ltd. BluEarth Renewables Inc. 
  Capital Power Corporation Enbridge Inc. 
 ENMAX Corporation MEG Energy 
 PowerEx Corporation Praxair, Inc. 
 Rocky Mountain Power Stern Partners Inc 
 Suncor Energy Inc. TransAlta Corporation 
 

Time  Agenda Item Presenter 

1:00 – 1:30 Capacity Market Mitigation Kevin Dawson 

1:30 – 2:00 Capacity Determination / UCAP Calculations Kevin Dawson 

2:00 – 2:30 Performance Obligations and Payment Adjustment Mechanisms Kevin Dawson 

2:30 – 3:00 Technical Market Parameters Nicole LeBlanc 

3:00 – 3:20 Obligation Term Kevin Dawson 

3:20 – 3:40 Treatment of Self-supply Kevin Dawson 

3:40 – 4:00 Energy Market Changes (including energy market mitigation) Cheryl Terry 

4:00 – 4:20 Intertie Participation Kevin Dawson 

4:20 – 4:40 Level Playing Field / MOPR Kevin Dawson 

4:40 – 4:45 Next Meeting David Erickson 
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Meeting Summary: 
 
The agenda was designed to address the subject matters raised by members of the IEAC, as 
summarized in the attached discussion topics document. 
 
The first agenda item was around capacity market mitigation. Concerns were raised about the proportion 
of the market that would be mitigated under the proposal, and that approximately 70% of existing capacity 
being mitigated is too high. The other concern raised is that mitigating to a level of 50% of Net-CONE 
would also result in over-mitigation. The discussion included the objectives of market power mitigation, 
the desired outcomes over the long term, the barriers to new entry that can be created by market power, 
and alternative approaches including conduct and impact tests. 
 
The discussion of capacity determination covered the following areas: 

- The number of hours used to calculate UCAP (100 hours per year vs up to 1000 hours per year) 
- The proposed UCAP range – a wider range would be preferred and may make up for the 

flexibility that is lost due to the market power mitigation proposal; some continue to suggest that 
participants should be able to set their own UCAP without restriction 

- The dispute process, particularly in the first year 
- The inclusion of planned outages and the risk that creates 
- The challenge in attempting to forecast or predict when tight supply cushion hours will occur 

 
The discussion around performance obligations focused on the performance of self-suppliers, and how 
will self-suppliers pay for the supply they take from the grid when they are unable to provide their own 
capacity. It was noted that some self-suppliers have a reduction in load when their generation is offline, 
while others may not. This is to be considered in conjunction with the cost allocation discussions with 
stakeholders. The point was made that big cost “unknowns” would pose a significant problem. There was 
also a discussion around alternative proposals that have been submitted to the AESO for performance 
measurement.  
 
The discussion around technical market parameters and the demand curve focused primarily on the 
assumed cost of capital in the CONE study. The following points were raised: 

- Stakeholders would like to see the universe of companies that Brattle is using to develop the 
CONE study 

- Not all companies are the same, and many have a mix of regulated, contracted, and merchant 
assets; each separate business has a different cost of capital and so we shouldn’t look at it 
company-wide 

- CONE should be based on the project, not a corporate blend; publicly available information is 
based on a corporate blend 

- Power projects in Alberta are not investment grade 
- Capital structures for merchant power projects could have debt/equity ratios of 60/40 or even 

70/30 
- We need to be clear on the principles because CONE becomes the benchmark for so many 

things 
 
There was a very short discussion around obligation term, that there is a link between the term and the 
cost of capital (the shorter the term, the higher the risk therefore the higher the cost of capital), but that 
there is also a link to other risks (the shorter the term, the less the forecast and technology risks to 
consumers) 
 
The discussion regarding the treatment of self-supply again linked to the cost allocation discussion, and 
what to do for loads who’s consumption isn’t reduced when they lose their on-site generation. It was 
pointed out that this shouldn’t be overly punitive. Ideally, incentives will be created for those loads to 
choose to self-curtail when they lose their generation.  
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The discussion of changes to the energy market centred on the market power mitigation proposal. The 
discussion included the following comments: 

- The no-look at supply cushion of 500 MW seems like a big step change, and should it be 
graduated or phased? The AESO continues to analyze both the 500 MW threshold and the idea 
of a graduated RSI 

- It was pointed out that the proposal includes the ability for suppliers to net off their obligations and 
make their portfolio smaller 

- The question was asked what happens after the test and any mitigation of offers has been 
applied, then an unplanned outage happens before the top of the hour that takes the supply 
cushion below 500 MW – is the mitigation then “reversed”? 

- It was asked whether the AESO has spent more time examining the 3x SRMC proposal for 
mitigation 

 
The focus of the interties discussion was the concern that resources shouldn’t be able to double-dip by 
supplying the same capacity in two different jurisdictions. The current proposal is that capacity over the 
interties must have both firm transmission to the Alberta border and be non-recallable in another 
jurisdiction. It was commented on by one member that there are other ways of preventing double-dipping, 
but the current proposal seems reasonable. 
 
In the discussion of a MOPR, the AESO reiterated that they don’t feel there is an urgency to address this 
in time for the initial auction given current REP volumes, but a commitment to continue to examine it 
going forward. The question was asked whether REP assets should have the same performance 
obligations as capacity assets, or whether there should be an adjustment to the performance factor of 
REP assets in the target volumes calculation to reflect the lesser obligation. 
 
The meeting wrapped up with a discussion of next steps: 

- The AESO will release CMD 3 on June 6, and it may or may not fully reflect the CIAC and IEAC 
discussions held today 

- The next meeting, in June, should address the following: 
o Where are we heading (a sneak peek of the final CMD), and clarity about what items may 

still be “moveable” and which are firm from the AESO’s perspective 
o More information on the calculation of gross-CONE and the derivation of the demand 

curve, as that is where it all comes together and provides important context 


