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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: The Cogeneration Working Group Organization: The CWG, as represented by Power Advisory LLC, is comprised of the following members: (1) TransCanada; (2) Suncor; (3) Cenovus; 
(4) Canadian Natural (CNRL); (5) Dow (6) Imperial; (7) MEG Energy; (8) Husky; (9) Nova Chemicals Corporation; (10) Syncrude; (11) Lafarge; and (12) InterPipeline.  

Date: February 27, 2018 

CMD Key Design Questions Comments and / or Recommendations 

1. Offer Obligations, Dispatch, and 
Scheduling: Are there any issues or gaps 
/ in the CMD proposal for intra hour 
scheduling and priced import assets? 

 

2. Offer Obligations, Dispatch, and 
Scheduling: Assuming imports can be 
scheduled and priced intra-hour, can you 
support that capacity committed imports 
must offer their capacity volumes? 

Yes, the same must offer obligation as for Alberta generators should exist. 
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CMD Key Design Questions Comments and / or Recommendations 

3. Flexibility and Price Fidelity: 
a. Any concerns with addressing 

ramp by block and dispatch 
tolerance to address system 
variability? 

b. Any concerns with shorter 
settlement at 15 minutes?  5 
minutes? 

c. Any options missing from the 
options to evaluate to address 
variability? 

d. Any unintended consequences 
with optimization look ahead or 
pre-dispatch? 

e. Any comments on ramp product? 
4. Any comments on co-optimization (EAS) 

in the context of SCED model? 

Note: The AESO will continue the analysis on 
the options for flexibility and present at the 
next WG session in April. 

The CWG supports shorter settlement periods. After this has been implemented, the AESO should assess the impact of the shorter 
settlement periods and then consider some of these other items. The CWG does not consider that any of these other items are needed 
immediately and could be potentially considered as a part of the roadmap. At this time, the AESO should not make changes that aren’t 
necessary for capacity market implementation.  

 

The CWG has concerns with tightening dispatch tolerance and implementing ramp rate by block. The AESO should not solve its dispatch 
issues by shifting risk to generators. Further, if generators must provide ramp by block, seven price/quantity/ramp blocks may be insufficient. 
Given that this is not needed immediately, the AESO should not consider this measure at this time.  

 

Any type of system optimization should only occur in real-time (5 minutes or less) and not ahead of time.   

 

5. Market Power Screen and Mitigation: 
Can you support the proposal for ex ante 
mitigation as stated (RSI and scarcity 
screen and conduct threshold ), 
specifically: 

a. Are there issues with 0.9 RSI 
that warrant further 
consideration? 

b. Are there any issues with the 
revised RSI formula?  Is it 
required? 

The CWG is concerned that the current design of the RSI screen may prevent the market price from increasing during scarcity. This will be 
the case because as the supply cushion decreases, more market participants will be caught by the RSI screen and become mitigated, 
pushing the price down to 3xSRMC of simple cycle gas units during hours of true scarcity. The design of the RSI screen has a few potential 
unintended consequences, including: (1) the energy price could fall as the market becomes more scarce, due to increased participant 
mitigation; and (2) the price of capacity will increase as market participants reduce the expectation of energy market revenues if scarcity 
pricing is not allowed to occur.  

 

The CWG considers that market power mitigation should be used to prevent market power abuse but should not be used to keep prices 
below competitive levels. During times of true scarcity, high prices do not reflect market power abuse but rather reflect the scarcity that exists 
in the market. It is important to allow prices to rise during scarcity conditions for a number of reasons, including (1) to maintain a real-time 
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CMD Key Design Questions Comments and / or Recommendations 

c. Are there any issues / 
unintended consequences with 
additional scarcity screen? 

d. Are there any issues with a 
conduct threshold at 3x?   Are 
there better alternatives? 

e. Are there any issues with 
opportunity cost exceptions?  
Any input for formulae / 
evaluation? 

price signal that incents generators to be available and to perform beyond their UCAP obligation wherever possible; (2) to incentivize price 
responsive demand to decrease consumption; (3) to incentivize uncommitted imports to sell to the Alberta market; (4) to send a long-term 
incentive to build flexible generators that are able to capture scarcity rents, which supports the renewable objectives of the province;(5) to 
send a long-term signal to consumers to decrease consumption in hours of scarcity to reduce long-term procurement needs, lowering the total 
cost of capacity in the long-run; and (6) to comply with FEOC legislation by allowing prices that are fair and reflective of competitive levels.  

 

There has been some discussion to date of eliminating the RSI screen after the market reaches a certain level of supply cushion. The CWG 
strongly supports this approach as it solves all the issues noted above. The AESO should determine a level of supply cushion that it considers 
to be reflective of the beginning of scarcity conditions, then at or below that level of supply cushion there should be no screen, i.e. no market 
participants should be subject to any ex-ante market power mitigation in those hours as prices should naturally rise in those hours to reflect 
scarcity.  

 

If the above solution of eliminating the screen at a certain level of supply cushion is implemented, then the CWG is supportive of the other 
details of the market power mitigation design, including the RSI set at 0.9 and the conduct threshold set at 3x SRMC. If the screen is not 
eliminated during hours of scarcity, then the CWG would no longer support the RSI level or the conduct threshold as they are not sufficiently 
high to allow scarcity pricing during scarcity hours thereby eliminating the market features outlined above which are essential to a responsive, 
competitive and well-functioning market. 

 

The CWG considers it critical that the price is able to rise to reflect scarcity in the market in order to ensure reliability. If the price suddenly 
jumps from $150 up to $1000 in a single hour as we move from a supply cushion in the single digits to an EEA 1 event, then this does not 
allow enough time for price responsive load and other generation to respond and become available. If the price is allowed to slowly rise 
through that price gap as the supply cushion falls, then price responsive load will respond in steps along the way and generators will respond 
to the rising price by becoming available, decreasing the probability of EEA events and ensuring all options have been exhausted by the time 
EEA 1 is triggered.  
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CMD Key Design Questions Comments and / or Recommendations 

6. Roadmap: A fulsome roadmap will be 
presented to the April WG.  The rules 
required for 2021 and taken out of scope 
have been identified.  Rules that may be 
delayed or phased in will be identified at 
that time.   
a. Can you support the efficiency pieces 
taken out of scope (SCUC, BDAM, co-
optimization)? (See section 10.4) 
b. Scope: Can you support the pricing 
pieces taken out of scope (price cap, 
shortage pricing, negative pricing) 

(6) Regarding the road map, the CWG notes that if there is not adequate time for the AESO to implement new tools, then items such as 
SCED and ramping products do not need to fit into the “implemented by 2021” category but can be implemented any time before the NDV 
studies show them to become critical, i.e. around 2025.  

 

(A) Yes, the CWG strongly supports removing BDAM, SCUC, and co-optimization from scope. The market is undergoing a significant change 
with the transition to a capacity market. Now is not the time to consider further significant changes that will increase investor uncertainty even 
further.  Further, the CWG is opposed to a BDAM and SCUC model in general. ISOs tend to err on the side of caution, over-committing 
resources to ensure they have avoided reliability issues. Alberta also does not have load serving entities that would be likely to purchase day-
ahead and the AESO would likely need to be the purchaser as a result. This leads to higher costs for load and as a group of industrial 
consumers, the CWG is not supportive of this change. 

 

(B) Yes, the CWG supports removing price cap, shortage pricing, and negative pricing from scope. Similar to the answer in question 5 above, 
the CWG notes that the market is already undergoing significant changes with the transition to the capacity market and is supportive of 
limiting changes at this time to increase investor certainty. The CWG considers that these items can be brought forward for discussion at a 
later date if the AESO considers them necessary but that they should not occur in the short term. 

 
 
 

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

Outage scheduling  

The CWG supports the current CMD 1.0 position that outages will neither be approved by the AESO, nor will outages be exempt from penalties. Generators need the flexibility to schedule 
outages as required for safety purposes and cannot have required maintenance denied by the AESO. Further, as the CWG has noted in the past, allowing approved outages to be exempt 
from penalties shifts the risk of penalties from large generators onto smaller ones and also reduces reliability below what consumers have paid for through their purchase of UCAP volumes. 
Further, exempting generators from penalties during outages potentially creates perverse incentives regarding outage scheduling.  However, within this context, it is critical that the availability 
calculation allows for incentive payment adjustments to reflect the value of over-delivery. 

In addition, the provision of exemptions would pre-suppose a form of actual, or tacit, AESO approval for outages. As generators with complex industrial processes behind the meter co-
generators will have many considerations for the timing of maintenance and planned outages. However, the timing of such outages should not be directed by the AESO through approval or 
exemption, or de-facto by the approval/exemption of outages for other generating assets. The CWG believes that the exemption of outages by the AESO would create a system where larger 
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incumbent generators move risk to smaller generators, or generators with extenuating and complex operational considerations behind the meter, in effect dictating the timing of outages for 
the entire market. For these reasons the CWG is strongly opposed to the exemption of outages from penalties. 

 

 


