
 

 

Marcy Cochlan 
Managing Director, Market Regulation & Policy 

Direct Line: 403-267-4664 
Email: marcy_cochlan@transalta.com 

November 14, 2018 

Alberta Electric System Operator 
2500 330 5th Avenue SW 
Calgary, AB 
T2P 0L4 

Attention: Miranda Erickson, Vice President, Markets, AESO 

Dear Ms. Erickson: 

RE: Capacity Market Rules and Definitions – Revised Version Comments 

As we reach the close of the AESO’s Capacity Market Rules and Definitions drafting process and 
prepare for the draft rules to be filed with the Alberta Utilities Commission (“AUC”), TransAlta 
Corporation (“TransAlta”) would like to express our appreciation for the opportunity to actively 
participate in the Straw Alberta Market (“SAM”), Comprehensive Market Design (“CMD”), and rule 
drafting process. We recognize the significant complexity of this process and the AESO’s efforts 
to reform the Alberta electricity market in such a short timeframe with input from a wide variety of 
stakeholders.  

In these revised versions of the Capacity Market Rules and Definitions, we recognize the AESO 
has made some incremental improvements that provide additional clarity on roles and 
responsibilities as well as flexibility for compliance. For example: 

 Throughout the revised drafts, the AESO has taken on the obligation to request additional 
information from capacity market participants if it deems originally submitted information 
to be unreasonable, a provision that will help prevent arbitrary and capricious denial of 
capacity market participant applications.  

 With the rule language, the AESO included its methodology for calculating the expected 
supply cushion that will govern energy market mitigation, providing a necessary check and 
balance against unilateral future market changes. 

 In determining the hours used to establish uniform capacity value, the AESO has proposed  
to remove hours in which there is a state of markets suspension, as well as remove hours 
in which long lead time assets demonstrate short-run marginal costs above the pool price, 
which will limit unnecessary capacity de-rating. 

However, these incremental improvements are insufficient to correct the fundamental 
structural deficiencies in the market design that have developed over the course of the 
stakeholder engagement process and have been enshrined in these revised rules. We believe 
these structural deficiencies have arisen from the AESO’s inadequate approach to stakeholder 
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engagement, and as a result, the market design that is enshrined in the revised rules is 
technically insufficient and will fail to serve the public interest.  

 First, Mitigation of Prescribed Assets is still technically deficient and all 
authoritative content in the ID must be moved to Section 306.5: Energy Market 
Mitigation.  These changes would allow for the continuation of a competitive market that 
does not waste the valuable hydro resource.  Water that is forced to flow in hours where 
reliability levels are high due only to the mitigation framework will not benefit Alberta. 
Further comments on non-thermal mitigation are provided in Attachment 1 to this letter.  

 Second, as we have stated repeatedly, we remain concerned the AESO continues to 
move forward with a market design that has not been evaluated in a comprehensive 
and holistic fashion.  

We have no evidence that the AESO has had the opportunity to conduct comprehensive 
market design modeling since CMD 1, despite the substantial changes to key market 
design features that have been made since that time. Furthermore, the AESO has not 
sufficiently reviewed, modeled, or evaluated alternative design features that may yield 
improvements in market efficiency and operation compared with its proposed design. We 
fear this is leading to the creation of an untested electricity market design that will fail to 
pass technical sufficiency muster before the AUC. 

 Third, the AESO has not adequately responded to stakeholder feedback to correct 
critical flaws in the market design.  

We are concerned the lack of constructive responses to feedback is leading to a market 
design that does not incorporate the collective wisdom of experienced Alberta generators 
and consumers. As a result, the market design does not ensure an efficient and well-
functioning market. Because the AESO has not adequately responded to feedback, the 
spirit of our comments on this rule set remains similar to our comments on previous rule 
sets. 

 Fourth, the AESO has continually made arbitrary changes to key market design 
features without appropriate rationale or analytical support. For example: 

 In the CMDs, Rule Set 2 and accompanying IDs, the AESO has continued to use 3 
times 30-day Rolling Average Pool Price (“RAPP”) as an energy price mitigation level 
for non-thermal, energy limited resources, specifically hydro resources.  Further, the 
Ancillary Services (“AS”) offer requirements exceed the physical capability of the units 
to offer AS.       

 In Rule Sets 2 & 3, the AESO unexpectedly included the concept of “asset-specific” 
penalty rates, which had not been discussed in CMD 4 or any prior CMD drafts, and 
are inconsistent with the development of a well-defined and standard resource 
adequacy product and will limit secondary transactions and lead to higher costs to 
consumers.  

 Most recently, in the revised versions of the rules, the AESO unexpectedly changed 
the forced outage rate assumption that will be used in the calculation of Net-CONE 
from 3.0% to 2.5%. The AESO also introduced a new “composite index” that will scale 
the capital investment threshold for qualifying as refurbished capacity, without any 
indication as to how this composite index is expected to impact the capital investment 



 

Page 3 

threshold in the future. Neither of these two most recent changes were accompanied 
by an explanation of their necessity. 

We have provided specific feedback on how the market design will not treat market participants 
equally, ensure system reliability, nor keep costs reasonable for consumers in the Appendix 
to this letter, which includes our responses to the requirements of AUC Rule 017 Section 13 (b-
j). We have also provided specific feedback on each of the individual rules in each of the comment 
matrices attached to this letter.  

We are committed to making sure the right market design is put in place to support a sustainable 
Alberta electricity market that works for generators and consumers, and look forward to continuing 
to work towards this goal during the AUC Provisional Approval process.  

We welcome the opportunity to discuss our comments and proposed changes, and I may be 
contacted directly at (403) 267-4664 or marcy_cochlan@transalta.com at your earliest 
convenience. 

 

Yours truly, 

TRANSALTA CORPORATION 

MARCY COCHLAN  
Managing Director, Market Regulation & Policy 
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Attachment 1 
Technical Deficiencies of the Proposed Energy Market Mitigation Framework for Non-

Thermal Prescribed Assets 
 
Subsections 203.5(3)-(5) of the rule related to hydro mitigation continues to be insufficient to 
ensure the prescribed assets provide optimal levels of system support and provincial and federal 
obligations to provide services such as flood control, fish protection, etc.  

First, the current AS offer requirements cannot be physically achieved and are therefore 
technically deficient and undermine the “fair treatment” of the prescribed hydro resources. 
The definition for Maximum Qualified Capability and Maximum Capability (MC) need to be 
changed so that hydro is physically capable of meeting the reserve offer requirements.   The 
AESO stated at the November 1, 2018 webinar that the references to MC would be changed to 
Available Capability (AC).  We want to ensure this AC definition also accounts for the need to run 
at minimum stable generation to offer certain active AS products. The definition of AC for the 
purposes of reserve offer requirements should be calculated as MC minus Acceptable 
Operational Reasons (AOR) minus Minimum Stable Generation (MSG).  If the operating reserves 
offer requirements are greater than the physical capability to provide operating reserves, hydro 
will not meet the requirements leading to unnecessary energy market mitigation and inefficient 
dispatch of the hydro facilities. 

Second, the proposed asset-specific reference price for non-thermal resources of 3 x 30 
day rolling average pool prices (“RAPP”) is a poor estimation of hydro reference price.  
The RAPP reliance on the past 30 days of prices does not properly account for the inter-monthly 
and seasonal hydro cycle.  The rule’s suggested multipliers to the RAPP are also arbitrary and 
seem to have been justified on the basis that they align the multipliers applied to reference pricing 
of other units.  The rationale for the other units’ multiplier should not apply to a hydro unit.  These 
aspects of the rule undermine the objective of “fair treatment” by undervaluing the opportunity 
cost of hydro.  

Third, the ID has authoritative content and compliance obligations embedded in it that 
should be moved to Section 203.5: Energy Market Mitigation.  The obligation for the AESO 
to “bid at a price sufficiently high such that it expects the market to clear at a strictly lower price 
level” is required for the existence of a competitive AS market.  It is imperative this also be 
included in the rule.  

Fourth, the AESO must create a process and timeline to determine when and how to change 
the AESO operating reserves market bid cap.  This process will require further consultation 
from stakeholder prior to the implementation of the capacity market.  

For this rule and overall system to work properly, prescribed assets must continue to have the 
ability to offer above the AESO offer cap to meet their new mandatory reserve offer 
obligations and not waste the valuable water resource that currently supports system 
reliability.  We request the AESO confirm this in the rule with language: if the offers have been 
made in the operating reserves market, these shall be considered to have met the mandatory 
reserve offer requirements outlined in the ID 203.5: Mitigation of Prescribed Assets. 

Overall, the rule must ensure reserve offer requirements can be physically met and the ability to 
dynamically manage stored water through offers is not constrained. 
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1. What ISO Rules relate to the capacity market and why or why not? 
 
The six-month provisional rule process should focus on components of the capacity market design 
that are essential for the establishment or operation of the capacity market and that have the most 
significant impact to the public interest, reliable supply of electricity to consumers, cost to 
consumers, and fair, efficient and openly competitive operation of the market.   
 
These key components, and related ISO Rules, are as follows: 
 

Table 1: Substantive Capacity Market ISO Rules 
Component of the Market Design Related Provisional ISO Rules 

Procurement Volume  Section 207.1: Procurement Volume 
Cost of New Entry (CONE)  Section 207.2: Calculation of Net-CONE 
Demand Curve  Section 207.3: Shape of Demand Curve 
Capacity Value Determination  Section 103.13: Request for 

Reconsideration 
 Section 206.2: Self-Supply Configuration 
 Section 206.3: Uniform Capacity Value 

Determination 
Delisting  Section 201.15: Delisting 

 Section 306.7: Mothball Outage Reporting 
Penalties, Incentives and Performance 
Management 

 Section 206.8: Obligation Period 
Performance Assessments 

Risk Management  Section 206.1: Qualification of Capacity 
 Section 206.9: Asset Substitution 
 Section 206.10: Volume Reallocation 

Capacity Market Mitigation  Section 206.7: Capacity Market Mitigation 
 Section 206.11: Energy and Ancillary 

Services Offset for Assets 
Energy Market Mitigation  Section 203.5: Energy Market Mitigation 
Mitigating Impacts of Subsidized 
Competition 

No related ISO Rules proposed. 

Preferential Records Sharing  Section 201.10: Capacity Market 
Participant Registration 

 Section 201.11: Appointment of an Agent 
for the Capacity Market 

 Section 201.12: Capacity Market Block 
Allocation 

 Section 206.4: Offers and Bids for the 
Capacity Market 

 
Table 2 below includes a list of components, and related ISO Rules, that describe the mechanics 
of the capacity auction.   
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Table 2: Mechanical Capacity Market ISO Rules 
Component of the Market Design Related Provisional ISO Rules 

Capacity Auction Clearing  Section 201.13: Capacity Market Clearing 
Development Milestones  Section 206.5: Forward Period Milestone 

Requirements 
Auction Format  Section 206.6: Base Auction and 

Rebalancing Auction 
Capacity Market Offer Control Reporting  Section 201.14: Capacity Market Offer 

Control Information 
 
These components are important to the overall design but are not contentious design elements.  
These components have limited or insignificant impact to the performance of the wholesale 
electricity market or the incentives to achieve certain outcomes.  If dealt with in the six-month 
process, these components and related ISO Rules should have minimal time devoted to their 
review. 
 
In TransAlta’s view the following ISO Rules do not require discussion during the six-month 
process but should be reviewed in the 24-month process because they only affect certain 
mechanics that will be essential for the first obligation/delivery period commencing November 
2021: 
 

Table 3: Capacity Market Rules that do not require review in the six-month process 
Component of the Market Design Related Provisional ISO Rules 

Capacity Payments, Security Requirements 
and Settlement 

 Section 103.9: Capacity Market Financial 
Settlement 

 Section 103.10: Capacity Award Calculation 
 Section 103.11: Capacity Market Financial 

Security Requirements 
Outage Reporting and Cancellation  Section 306.8: Load Asset with a Capacity 

Commitment Outage Reporting and 
Coordination 

 Section 306.9: Outage Cancellation 
Procedures 

Energy Market Rule Amendments  Section 103.2: Dispute Resolution 
 Section 103.3: Financial Security 

Requirements 
 Section 201.1: Pool Participant Registration 
 Section 201.3: Energy Market Offer Control 

Information 
 Section 201.5: Block Allocation 
 Section 201.6: Energy Market Pricing 
 Section 201.7: Dispatches 
 Section 202.3: Issuing Dispatches for Equal 

Prices 
 Section 202.5: Supply Surplus 
 Section 202.6: Adequacy of Supply 
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 Section 202.7: Market Suspension or 
Limited Markets Operations 

 Section 203.1: Offers and Bids for Energy 
 Section 203.2: Issuing Dispatches for 

Energy 
 Section 203.3: Energy Restatements 
 Section 203.4: Delivery Requirements for 

Energy 
 Section 203.6: Market Requirements for 

Interchange Transactions 
 Section 204.2: Issuing Dispatches for 

Dispatch Down Service 
 Section 301.2: ISO Directives 
 Section 302.1: Real-Time Transmission 

Constraint Management 
 Section 303.1: Load Shed Service 
 Section 303.2: Available Transfer Capability 
 Section 303.3: Intertie Path Operations 
 Section 304.9: Wind and Solar Aggregated 

Generating Facilities 
 Section 306.3: Load Planned Outage 

Reporting 
 Section 306.4: Transmission Planned 

Outage Reporting 
 Section 306.5: Generation Outage 

Reporting 
 Section 501.10: Transmission Loss Factors 
 Section 502.8: SCADA Technical and 

Operating Requirements 
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2. What ISO Rules should or should not be in effect for a fixed term and why or why not? 
 
All ISO Rules associated with the Comprehensive Market Design (CMD) should be 
enshrined as permanent ISO Rules to mitigate regulatory uncertainty and risk, improve 
investor confidence, and reduce costs to consumers.  
  
The provisional ISO Rules form the basis of the CMD and should be drafted such that key aspects 
of the design cannot be changed independently without requiring review. Changes to certain key 
aspects of the design may also require changes to other aspects of capacity market and ISO 
Rules, further necessitating detailed review.  
 
However, we remain concerned that the AESO is proposing that entire ISO Rules be replaced in 
the future without fulsome review. This increases regulatory uncertainty about fundamental 
aspects of the capacity market and could chill private investment and forestall the development 
of a competitive capacity market, which could threaten reliability and increase costs to consumers 
if insufficient investment and development increase the frequency of scarcity conditions.   
 
With this in mind, the following six ISO Rules should be redrafted as permanent ISO Rules 
with provisions allowing variables that require periodic review to be updated without 
necessitating that the entire ISO Rule be reopened. 
 

 Section 206.1: Qualification of Capacity 
 

 Section 206.3: Uniform Capacity Value Determination 
 

 Section 206.8: Obligation Period Performance Assessments 
 

 Section 207.1: Gross Minimum Procurement Volume 
 

 Section 207.2: Calculation of Net-CONE 
 

 Section 207.3: Shape of Demand Curve 
 
If these entire ISO Rules are periodically reopened to update changing variables, the CMD will 
lack the permanency necessary to remove regulatory uncertainty and enable private investment, 
which would increase investment risk and, in turn, raise costs to consumers. For example, a 
downward-sloping convex demand curve is a central feature of the CMD but has no permanency 
if the ISO Rule is only a fixed term rule.  The impact of changing the shape of the demand curve 
from a downward-sloping convex shape to a vertical shape is significant and creates a high risk 
to private investment. 
 
Therefore, TransAlta recommends that these proposed ISO Rules be redrafted to ensure that: 
 

 Key features related to the CMD are enshrined in permanent ISO Rules; and  
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 Variables (i.e., specific parameters and numerical values) that are periodically updated be 
separated out such that the entire ISO Rule is not subject to change when these variables 
are updated.   

 
TransAlta recommends that these ISO Rules be implemented permanently, but certain 
periodically changing variables related to uniform capacity value determination, assessing 
performance and penalties, and setting the demand curve should be separated out for update. 
These periodically changing variables could be defined and updated in the Consolidated 
Authoritative Document Glossary. TransAlta recommends the following specific changes to the 
three proposed ISO Rules: 
 
 Section 206.1: Qualification of Capacity includes formulae for a composite index and 

escalation rate that feature hardcoded weights and factors to be applied to labour, materials, 
and turbine cost indices. These weights and factors will likely need to be periodically updated 
with changing trends in labour, materials, and turbine costs. Therefore, these hardcoded 
values should be replaced with terms that are defined (and updated) in the Consolidated 
Authoritative Document Glossary.   
 

 Section 206.3: Uniform Capacity Value Determination refers to a 91% derate factor for load 
assets. However, 91% was an estimate of the derate factor based on a cross-jurisdictional 
review in the absence of historical data on load assets within Alberta. Given the likelihood that 
this derate value will be periodically updated, the hardcoded numerical value should be 
replaced with the term “Load Asset Performance Factor” that is defined in the Consolidated 
Authoritative Document Glossary. 

 
 Section 206.8: Obligation Period Performance Assessments refers to hard-coded values 

which are based on a number of assumptions including the maximum pool price of 
$1,000/MWh and the proposed payment adjustment structure (which are only described in 
the proposed, non-authoritative information document accompanying the ISO Rule).  Any 
changes to these assumptions are better accommodated if they are included as defined terms 
in the Consolidated Authoritative Document Glossary rather than embedded in the ISO Rule. 

 
 Section 207.1: Gross Minimum Procurement Volume refers to specific numerical procurement 

volumes as well as two appendices, 1 and 2, that support the gross minimum procurement 
volumes referred to in subsection 3.  These two appendices contain periodically changing 
values, such as the numerical gross minimum procurement volume for the specific delivery 
year. Therefore, the numerical values in the Rule itself and the content of Appendices 1 and 
2 should be filed as documents that support the regulatory filing but are not needed as 
appendices to the ISO Rule itself.   

 
 Section 207.2: Calculation of Net CONE proposes set variables such as Average Capacity 

and Forced Outage Rate in the Forward Product Energy formula, Heat Rate and Emissions 
Intensity in the Energy Market Expense formula, and reference to facilities in the Fort 
Saskatchewan area in the Transmission Losses formula that reflect the selection of reference 
technology for the first auctions. Additionally, as in Section 206.1: Qualification of Capacity, 
the composite index formula features hardcoded weights and factors. These formulae should 
be redrafted to allow variables to be changed easily as terms in the Consolidated Authoritative 
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Document Glossary without the need to reopen the rule when the reference technology is 
reviewed in future periods.  
 

 Section 207.3: Shape of Demand Curve references 0.8 in the Adjusted Net-CONE formula 
that reflects the translation of installed capacity to uniform capacity value for the aero-
derivative reference technology.  Rather than hard-code a number in the ISO Rule, the 
variable should be defined such that it can be easily updated as a term in the Consolidated 
Authoritative Document Glossary when the reference technology is reviewed. 

 
3. Whether you understand and agree with the objective of the ISO Rules and whether, in 

your view, the ISO Rules meet the objective or purpose. 
 
TransAlta understands and agrees with the objective of the following proposed ISO Rules. 
These Rules in particular are absolutely critical to ensuring fair and competitive market 
outcomes that protect system reliability and ensure reasonable costs to consumers. 
However, we disagree that these proposed ISO Rules meet that objective, nor do they meet 
the purpose. 
 
Section 201.15: Delisting  
 
First, this Rule continues to fail to allow temporary economic delisting to occur in the base 
and first rebalancing auctions when new or other resources (e.g. incremental additions, 
demand response) could respond. This does not provide for the orderly exit and entry of resources 
and unjustly restricts an owner’s ability to make decisions about its assets and how they 
participate in the market. This feature therefore undermines the objectives of “fair treatment”, 
“system reliability”, and “reasonable cost” by unfairly limiting owners’ control over their 
assets, preventing adequate and timely response to capacity need and potentially increasing the 
frequency of high-priced scarcity events.   
 
In addition, the delisting requirements impose onerous and overly restrictive requirements on 
existing resources that effectively limit an owner’s ability to participate in the energy and 
ancillary services markets (if they so choose). This undermines the objectives of “system 
reliability” and “fair treatment”.  
 
Furthermore, the removal of existing Section 306.7: Mothball Outage Rule and replacement with 
Section 201.15 creates a technically deficient framework with no mechanism that would allow 
the orderly exit of a unit when market conditions change such that the unit is operating at 
an economic loss.  Section 306.7: Mothball Outage Rule was introduced in 2016 because there 
was no clear mechanism that allowed an owner to withdraw from the energy market when market 
conditions changed in real-time such that they were unable to operate profitably.  Under such 
market conditions, the capacity of the asset is not needed to ensure system reliability.  Therefore, 
consumers are not benefiting from the availability of the resource.   
 
Forcing resources to continue to offer into the energy and ancillary services markets at a loss, 
even if that resource has not been awarded a capacity supply obligation, will create new market 
risks for generation owners and therefore raises the cost of electricity to consumers without any 
associated reliability benefit. Furthermore, it infringes on an owner’s property rights and threatens 
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confiscatory action by the AESO that devalues private investment, undermining the objectives 
of “reasonable cost” and “fair treatment”.   
 
Section 203.5: Energy Market Mitigation  
 
This Rule continues to permit above-cost offers and is expected to increase energy prices 
as compared to offers at the short run marginal cost (SRMC) of energy production. Economic 
withholding may lead to productive inefficiencies in the energy market because energy generated 
will not necessarily come from the resources with the lowest SRMC. Moreover, the expectation 
of higher energy prices will lead to an artificially reduced Net CONE, which would create an 
untenable investment environment and obstruct new resources from timely entering the market. 
Moreover, despite lower Net CONE, lower clearing prices in the capacity auction may not fully 
offset higher clearing prices in the energy market, depending on the marginal resource setting the 
capacity price. These dynamics would ultimately raise the costs of electricity service to consumers 
while simultaneously placing reliability at risk, undermining the objectives of “system 
reliability” at “reasonable cost”.   
 
Furthermore, the framework established in the rule raises the risk of ex-post investigation 
by the Market Surveillance Administrator (MSA). The framework does nothing to address the 
MSA’s concern that “offers at three times marginal cost could exceed marginal cost plus bona 
fide start-up and cycling costs for many assets”,1 but rather proposes a scheme that enables 
offers three and six times marginal cost at supply cushion levels above 250MW when the MSA 
“does not support the relaxation of mitigation when the exercise of market power becomes 
easier.”2   It is unacceptable to create a framework where the MSA could investigate and seek 
enforcement actions against market participants for engaging in offer behaviour permitted under 
the ISO Rules, as this undermines the objective of “fair treatment”. 
 
Additionally, the rule could lead to poor estimation of asset-specific reference prices. The 
rule proposes using variable operations and maintenance (VOM) costs as estimated by the AESO 
to calculate SRMC for a mitigated resource. Not only is this inconsistent with how VOM is 
estimated in Section 206.11: Energy and Ancillary Services Offset for Assets, but it also risks 
creating an unlevel playing field by over- or under-estimating the true VOM costs for a resource 
and in turn artificially inflating or deflating allowable energy market bids. This further undermines 
the objective of “fair treatment.” 
 
ID: Mitigation of Prescribed Assets 
 
Subsections 203.5(3)-(5) of the rule related to hydro mitigation continues to be insufficient to 
ensure the prescribed assets provide optimal levels of system support and provincial and federal 
obligations to provide services such as flood control, fish protection, etc.  
 
First, the current AS offer requirements cannot be physically achieved and are therefore 
technically deficient and undermine the “fair treatment” of the prescribed hydro resources. 
The definition for Maximum Qualified Capability and Maximum Capability (MC) need to be 
changed so that hydro is physically capable of meeting the reserve offer requirements.   The 

                                                
1 Page 2, MSA Response to the AESO’s Final CMD Proposal, Market Surveillance Administrator, August 23, 2018. 
2 Page 2, MSA Response to the AESO’s Final CMD Proposal, Market Surveillance Administrator, August 23, 2018. 
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AESO stated at the November 1, 2018 webinar that the references to MC would be changed to 
Available Capability (AC).  We want to ensure this AC definition also accounts for the need to run 
at minimum stable generation to offer certain active AS products. The definition of AC for the 
purposes of reserve offer requirements should be calculated as MC minus Acceptable 
Operational Reasons (AOR) minus Minimum Stable Generation (MSG).  If the operating reserves 
offer requirements are greater than the physical capability to provide operating reserves, hydro 
will not meet the requirements leading to unnecessary energy market mitigation and inefficient 
dispatch of the hydro facilities. 
 
Second, the proposed asset-specific reference price for non-thermal resources of 3 x 30 
day rolling average pool prices (“RAPP”) is a poor estimation of hydro reference price.  
The RAPP reliance on the past 30 days of prices does not properly account for the inter-monthly 
and seasonal hydro cycle.  The rule’s suggested multipliers to the RAPP are also arbitrary and 
seem to have been justified on the basis that they align the multipliers applied to reference pricing 
of other units.  The rationale for the other units’ multiplier should not apply to a hydro unit.  These 
aspects of the rule undermine the objective of “fair treatment” by undervaluing the opportunity 
cost of hydro.  
 
Third, the ID has authoritative content and compliance obligations embedded in it that 
should be moved to Section 203.5: Energy Market Mitigation.  The obligation for the AESO 
to “bid at a price sufficiently high such that it expects the market to clear at a strictly lower price 
level” is required for the existence of a competitive AS market.  It is imperative this also be 
included in the rule.  
 
Fourth, the AESO must create a process and timeline to determine when and how to change 
the AESO operating reserves market bid cap.  This process will require further consultation 
from stakeholder prior to the implementation of the capacity market.  
 
For this rule and overall system to work properly, prescribed assets must continue to have the 
ability to offer above the AESO offer cap to meet their new mandatory reserve offer 
obligations and not waste the valuable water resource that currently supports system 
reliability.  We request the AESO confirm this in the rule with language: if the offers have been 
made in the operating reserves market, these shall be considered to have met the mandatory 
reserve offer requirements outlined in the ID 203.5: Mitigation of Prescribed Assets. 
Overall, the rule must ensure reserve offer requirements can be physically met and the ability to 
dynamically manage stored water through offers is not constrained. 
  
Section 206.1: Qualification of Capacity:  
 
This Rule continues to include overly onerous thresholds for refurbishments that could keep 
prevent converted coal-to-gas resources from qualifying as refurbished assets. Coal-to-
gas resources are needed to ensure system reliability and keep costs low for consumers, but 
these restrictive refurbishment thresholds dissuade low capital cost coal-to-gas conversions from 
being developed. This will drive out of the market low-cost, reliable capacity resources and result 
in higher costs to consumers, undermining the objectives of “system reliability” and 
“reasonable cost”. 
 
Section 206.3: Uniform Capacity Value Determination  
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This Rule contemplates the use of historical period data under an entirely different energy-
only market design to establish uniform capacity value determination. We note that the 
AESO has included marginal improvements to this rule, including proposing to exclude certain 
hours from the set used to determine uniform capacity value that are unrepresentative of future 
resource performance. However, on the whole, the AESO’s approach continues to fail to capture 
the true reliability value of each capacity resource during the future delivery period as certain 
resources may be capable of more or less firm capability under the new market structure.  This 
technical deficiency undermines the ability of the AESO to procure the right amount of capacity 
and ensure the right level of resource adequacy, undermining the objective of “system 
reliability”.  
 
Section 206.4: Offers and Bids for the Capacity Market  
 
This Rule unnecessarily forces permanent retirement for refurbished assets that fail to 
clear the market on a second attempt to submit refurbished asset offers. This arbitrary 
requirement is not reflected for other capacity resources. Furthermore, it threatens a significant 
and adverse impact to resource adequacy in the capacity and energy market that could increase 
the frequency of supply shortfalls and result in higher costs to consumers. While we note that the 
AESO has included a new provision in Section 206.1: Qualification of Capacity that nominally 
allows refurbished assets that had been permanently de-listed to qualify as new capacity and re-
enter the market, this addition is essentially meaningless due to the onerous capital investment 
threshold to qualify for this option. Therefore, this Rule continues to undermine the objectives 
of “fair treatment”, “system reliability”, and reasonable cost”. 
 
Section 206.8: Obligation Period Performance Assessments; Section 206.9: Asset 
Substitution; and Section 206.10: Volume Reallocation  
 
Taken together, these Rules impose performance penalties and incentives for hours that are 
not resource adequacy shortfall events using an untested mechanism for availability 
assessment, with few penalty risk mitigation options. Regardless of the actual tightness of 
supply during a delivery year, the performance assessment scheme as proposed would require 
assessing availability over the 250 tightest supply cushion hours, even if those hours are not truly 
reflective of system conditions that might yield scarcity events and reliability risk. Availability 
penalties assessed during these hours would be unnecessary and would not support the goal of 
ensuring system reliability.  
 
These Rules also create an ill-defined and non-exchangeable resource adequacy product. 
By proposing needlessly complex asset-specific penalty rate calculations for delivery and 
availability, the AESO is essentially creating different financial consequences for same resource 
adequacy performance, raising significant fairness concerns. The AESO is also defining a non-
fungible capacity product that will impede secondary market transactions such as asset 
substitution and ex post volume reallocation, which can lead to higher costs to consumers.  
 
The framework for asset substitution is also fundamentally flawed, as it does not allow 
asset substitution for availability assessments. The AESO’s decision to remove this as an 
option was made without justification and ignored the benefits asset substitution provides to 
consumers and generators. This decision significantly undermined the progress made throughout 
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the CMD process with respect to risk management, creates unmitigable penalty risk, and reduces 
incentives for market participates to engage in appropriate risk management to minimize supply 
scarcity and resource adequacy events. Furthermore, the requirements for asset substitution for 
internal capacity resource performance are overly restrictive, and importantly, inconsistent with 
the requirements for external resources, which raises additional fairness concerns.   
 
The ability for market participants to mitigate availability penalty risk is further hampered by the 
inapplicability of ex-post volume reallocation to availability assessments. We remain 
unclear why the AESO has applied ex-post volume reallocation to performance assessment as a 
reasonable risk management mechanism, but not to availability assessment. This disconnect 
further reduces market participants’ ability to manage penalty risk and will increase penalty 
premiums that are priced into capacity offers. 
 
Therefore, the imposition of unnecessary and asset-specific penalty risks through these Rules is 
unfair and will raise costs for consumers, making the penalty framework inconsistent with both 
the objectives of “fair treatment” and ensuring “reasonable cost” to consumers.   
 
Section 206.11: Energy and Ancillary Services Offset for Assets; Section 206.7: Capacity 
Market Mitigation; and Section 207.2: Calculation of Net-CONE  
 
These Rules continue to propose to calculate the Energy Offset for Net-CONE and Energy and 
Ancillary Services Offset (EAS Offset) for existing resource offers using a forwards-based 
approach that is justified by administrative simplicity and ease of calculation rather than a true 
estimation of expected market conditions, pricing, and production. As described in further detail 
below, the AESO’s proposed approach to calculating the Energy Offset and EAS Offset is 
technically deficient and would yield unfair treatment for both new and existing capacity resources. 
 
The Energy Offset and EAS Offset calculations in Section 206.11, Section 206.7, and Section 
207.2 are technically deficient because the calculations ignore: 
 

 the lack of liquidity in the forward market and assume, without any basis, that forward 
prices are truly indicative of future real-time prices in a market transition, which would lead 
to unrealistic and overstated energy revenue estimates that result in artificially suppressed 
Net-CONE estimates and asset-specific capacity offers, as well as overstated earnings in 
temporary economic delist reviews; 

 
 the potential for manipulation of the forward market due to the low volume of trades, 

and the potential distortionary effect of such manipulation on competitive outcomes; 
 

 the important operational characteristics for new and existing assets in the Alberta 
energy market, such as the likelihood of in-merit rather than baseload operations – for 
example, a peaker should not be expected to run and earn an energy margin every hour 
of the year.  

 
Furthermore, the Energy Offset and EAS Offset calculations are incomplete because they do not 
account for: 
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 the range of operating costs that will affect the energy margin of a resource – for 
example, the calculations do not include tax expenses, hedging costs, nor consider the 
possibility and magnitude of financial performance penalties; and   
 

 operations and costs across the useful life of a resource – for example, the calculation 
does not reflect planned outages (and associated costs), which no resource can avoid in 
perpetuity. 

 
By failing to account for these critical considerations, the AESO is overestimating the Energy 
Offset and underestimating the Net-CONE value, thereby distorting the investment signal for 
existing and new capacity. This could threaten system reliability by failing to retain existing 
capacity and attract new capacity when needed. 
 
Furthermore, the deficiencies in the EAS Offset would also put downward pressure on asset-
specific capacity offers and force artificially low offers for existing capacity resources that 
undermine the opportunity to earn a fair return on and of invested capital, which in turn could 
result in premature retirement.  
 
Distorting the investment signal and forcing artificially low offers from existing capacity resources 
undermines the objectives of “fair treatment” and “system reliability”. 
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4. How, in your view, the proposed ISO Rules affect the performance of the capacity 
market and the electricity market. 

 
Table 1: Substantive Capacity Market ISO Rules 

Component 
of the Market 

Design 

Related Provisional 
ISO Rules 

How it affects the performance of the capacity market 
and electricity market 

Procurement 
Volume 

Section 207.1: 
Procurement Volume 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 2 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Cost of New 
Entry (CONE) 

Section 207.2: 
Calculation of Net-
CONE 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 2, 3, and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Demand 
Curve 

Section 207.3: Shape 
of Demand Curve 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 2 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Capacity 
Value 
Determination 

Section 103.13: 
Request for 
Reconsideration 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes. 

Section 206.2: Self-
Supply Configuration 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 6, 7, and 8 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Section 206.3: 
Uniform Capacity 
Value Determination 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 2, 3, and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Delisting Section 201.15: 
Delisting 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 3 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Section 306.7: 
Mothball Outage 
Reporting 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 6, and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Penalties, 
Incentives 
and 
Performance 
Management 

Section 206.8: 
Obligation Period 
Performance 
Assessments 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 2, 3, and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions.   

Risk 
Management 

Section 206.1: 
Qualification of 
Capacity 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 2, 3, 7, and 9 for detail on the deficiencies of the 
ISO Rule and our proposed solutions. 

Section 206.9: Asset 
Substitution 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 3 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions.    
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Section 206.10: 
Volume Reallocation 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 3 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions.    

Capacity 
Market 
Mitigation 

Section 206.7: 
Capacity Market 
Mitigation 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 3 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Section 206.11: 
Energy and Ancillary 
Services Offset for 
Assets 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 3 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Energy 
Market 
Mitigation 

Section 203.5: Energy 
Market Mitigation 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 3 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions.    

Mitigating 
Impacts of 
Subsidized 
Competition 

No related ISO Rules 
proposed. 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 6, and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Preferential 
Records 
Sharing 

Section 201.10: 
Capacity Market 
Participant 
Registration 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes. 

Section 201.11: 
Appointment of an 
Agent for the Capacity 
Market 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes. 

Section 201.12: 
Capacity Market Block 
Allocation 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 6 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Section 206.4: Offers 
and Bids for the 
Capacity Market 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 3, 6, 7, and 9 for detail on the deficiencies of the 
ISO Rule and our proposed solutions.  

 
Table 2 below includes a list of components, and related ISO Rules, that describe the mechanics 
of the capacity auction.   
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Table 2: Mechanical Capacity Market ISO Rules 
Component 

of the Market 
Design 

Related Provisional 
ISO Rules 

How it affects the performance of the capacity market 
and electricity market 

Capacity 
Auction 
Clearing 

Section 201.13: 
Capacity Market 
Clearing 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 6 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Development 
Milestones 

Section 206.5: 
Forward Period 
Milestone 
Requirements 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 6 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

Auction 
Format 

Section 206.6: Base 
Auction and 
Rebalancing Auction 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes. 

Capacity 
Market Offer 
Control 
Reporting 

Section 201.14: 
Capacity Market Offer 
Control Information 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 6 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions. 

 
Table 3: Capacity Market Rules that do not require review in the six-month process 

Component 
of the Market 

Design 

Related Provisional 
ISO Rules 

How it affects the performance of the capacity market 
and electricity market 

Capacity 
Payments, 
Security 
Requirements 
and 
Settlement 

Section 103.9: 
Capacity Market 
Financial Settlement 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 103.10: 
Capacity Award 
Calculation 
 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on August 31, 2018). 

Section 103.11: 
Capacity Market 
Financial Security 
Requirements 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Outage 
Reporting and 
Cancellation 

Section 306.8: Load 
Asset with a Capacity 
Commitment Outage 
Reporting and 
Coordination 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 306.9: 
Outage Cancellation 
Procedures 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Energy Market 
Rule 
Amendments 

Section 103.2: 
Dispute Resolution 

Generally supports the effective performance of the capacity 
market and electricity market. 

Section 103.3: 
Financial Security 
Requirements 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018).. 
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Section 201.1: Pool 
Participant 
Registration 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 201.3: 
Energy Market Offer 
Control Information 

Generally supports the effective performance of the electricity 
market (with minor recommended changes - see TransAlta’s 
comment matrix submission made on September 28, 2018), 
but is unrelated to the performance of the capacity market. 

Section 201.5: Block 
Allocation 

Generally supports the effective performance of the electricity 
market, but is unrelated to the performance of the capacity 
market. 

Section 201.6: 
Energy Market 
Pricing 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 201.7: 
Dispatches 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 202.3: 
Issuing Dispatches 
for Equal Prices 

Generally supports the effective performance of the capacity 
market and electricity market. 

Section 202.5: 
Supply Surplus 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 202.6: 
Adequacy of Supply 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 202.7: 
Market Suspension 
or Limited Markets 
Operations 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on August 31, 2018). 

Section 203.1: Offers 
and Bids for Energy 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 203.2: 
Issuing Dispatches 
for Energy 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 203.3: 
Energy Restatements 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 203.4: 
Delivery 
Requirements for 
Energy 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 203.6: 
Market Requirements 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
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for Interchange 
Transactions 

changes (see TransAlta’s comment matrix submission made 
on September 28, 2018). 

Section 204.2: 
Issuing Dispatches 
for Dispatch Down 
Service 

Generally supports the effective performance of the electricity 
market, but is unrelated to the performance of the capacity 
market. 

Section 301.2: ISO 
Directives 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes. 

Section 302.1: Real-
Time Transmission 
Constraint 
Management 

Generally supports the effective performance of the capacity 
market and electricity market, with minor recommended 
changes (see TransAlta’s comment matrix submission made 
on August 31, 2018). 

Section 303.1: Load 
Shed Service 

Generally supports the effective performance of the capacity 
market and electricity market. 

Section 303.2: 
Available Transfer 
Capability 

Generally supports the effective performance of the capacity 
market and electricity market. 

Section 303.3: 
Intertie Path 
Operations 

Generally supports the effective performance of the capacity 
market and electricity market. 

Section 304.9: Wind 
and Solar 
Aggregated 
Generating Facilities 

Generally supports the effective performance of the electricity 
market (with minor recommended changes - see TransAlta’s 
comment matrix submission made on September 28, 2018), 
but is unrelated to the performance of the capacity market. 

Section 306.3: Load 
Planned Outage 
Reporting 

Generally supports the effective performance of the capacity 
market and electricity market. 

Section 306.4: 
Transmission 
Planned Outage 
Reporting 

Generally supports the effective performance of the electricity 
market (with minor recommended changes - see TransAlta’s 
comment matrix submission made on September 28, 2018), 
but is unrelated to the performance of the capacity market. 

Section 306.5: 
Generation Outage 
Reporting 

Does not support the effective performance of the capacity 
market and electricity market – please see our responses to 
Questions 6 and 7 for detail on the deficiencies of the ISO 
Rule and our proposed solutions.    

Section 501.10: 
Transmission Loss 
Factors 

Generally supports the effective performance of the capacity 
market and electricity market. 

Section 502.8: 
SCADA Technical 
and Operating 
Requirements 

Generally supports the effective performance of the capacity 
market and electricity market. 

 
 
5. Your views on any analysis conducted or commissioned by the AESO supporting the 

ISO Rule. 
 
The analyses provided by the AESO to date have been (1) insufficient in supporting the 
proposed holistic market design and (2) unsupportive of changes the AESO has made to 
individual design features throughout the CMD and rule drafting process. This reduces 
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confidence in the overall design of the market and risks implementing a market that is 
technically insufficient and fails to meet key design objectives. 
 
TransAlta is only aware of the analysis included in the AESO’s Comprehensive Market Design 
(CMD) proposals and rationale documents as well as the materials that have been shared in the 
Straw Alberta Market (SAM) and CMD working groups.  The analyses provided have mainly been 
presentations of results with limited access to the data, assumptions, or models used in the 
analysis, which are now likely largely outdated given the changes that have been made to the 
proposed market framework over the course of several CMD and rule drafts. As such, we and 
other market participants have not been able to adequately test, validate, nor confirm the results 
and conclusions.   
 
We have repeatedly asked for more comprehensive, integrated modeling and analysis of both 
capacity and energy market impacts.  In TransAlta’s Technical Working Group Comprehensive 
Market Design Stakeholder Comment Matrix submitted on February 27, 2018, we stated: 
 

[W]e would like to flag some issues that we have identified related to integrated capacity 
and energy modeling that was performed for CMD1. In particular, we are concerned that 
the modeling has not yet shown that the market design will be effective in retaining 
sufficient generation over time to yield stable prices and reliable service for consumers. 
 
1. Too much is assumed: The AESO states that the markets will be so “integrated” as to 
ensure that insufficient energy market profits will be recouped from the capacity market 
through self-correction. This statement suggests that the AESO has perhaps has not 
captured the reality that energy and capacity markets are integrated only through 
expectations of what will happen in the energy market. In reality, there is limited 
opportunity for self-correction given that capacity auctions occur approximately three 
years before energy market deliveries begin for an obligation period. Additionally, there is 
no guarantee that any shortfalls in revenues from the energy market in one period would 
be recouped in future (and unrelated) capacity market periods, as economic losses from 
prior years are not recognized as part of net go forward fixed costs that existing generators 
are allowed to bid into the capacity market. 
 
For example, if a generator loses money in 2025 based on the combination of a low 
capacity price that was set in a 2022 auction combined with unexpectedly low energy 
prices in 2025, that generator is not permitted to recover a true-up outside of the market. 
Nor can it roll forward losses and expect to recoup them in the next capacity auction. If 
the generator did try to include past losses as part of its offer in the next capacity auction 
its offer was not mitigated, its offer price would have to rise, which would increase the risk 
that the generator would not clear the auction due to competition from other resources. 
The AESO has overlooked this risk in its modeling. 
 
2. The models are not dynamic: The AESO’s approach is not endogenously determining 
expected new entry and investment decisions. Rather, the AESO administratively imposes 
a specific amount and type of new entry and then models market outcomes assuming that 
the entry would occur as specified. Based on this setup, the AESO cannot conclude 
whether the entry is in fact going to (or is even likely to) happen. The modeling also does 
not appear to consider economic retirements. For these reasons, we would describe the 
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modeling as “static”, and it is not possible to determine the likelihood that the market 
design will deliver the investment needed to provide reliable service to consumers. Given 
the overarching objective to design and operate a market that delivers reliable service, we 
believe AESO’s modeling approach is incomplete. Therefore, the AESO should consider 
refining the modeling tools so that they can project when and how much investment would 
be triggered and whether there would be any economic retirements in order to determine 
the expected effectiveness of the market design in meeting reliability targets. 
 
3. There are too many unnecessary layers: The AESO appears to have implemented 
two layers of energy market modeling. The first layer consists of Aurora-based 
simulations, while the second layer is an Excel-based dispatch tool to assess the 
profitability of new entrants. We do not understand why the profitability of the new entrants 
cannot be calculated directly from the Aurora runs, and we are concerned that the Excel-
based analysis layer introduces unnecessary averaging (at best) or errors in estimating 
the running regime and profits of generators. 
 
4. Missing analysis of key market elements and CMD components: Several of the key 
elements of the CMD are not being modeled in the capacity market. The AESO has stated 
that it has not considered the implications of its proposed capacity performance 
framework. Moreover, the AESO has not properly modeled UCAP in the capacity market 
– it assumed that thermal assets’ UCAP was equal to 100% of the installed capacity, but 
the CMD dictates that UCAP would be derated for availability of such resources in the top 
100 tightest hours. Furthermore, the AESO has not tested net-to-grid treatment, although 
the CMD opens net-to-grid treatment as an option for cogeneration. Finally, ancillary 
services revenues were not considered despite the fact that such revenues are crucial for 
signaling and remunerating desired flexibility and are an important source of revenues for 
certain existing assets. 
 
5. Possible future market conditions and other CMD options not tested: The AESO 
claims that the results of this modeling supports the conclusion that the proposed market 
design will yield stable prices, but results from three scenarios are not sufficient to make 
this conclusion. For example, the AESO has not tested what could happen with lower gas 
prices or lower demand. In addition, in order to be able to truly say that the CMD supports 
stable prices, the AESO should have tested alternative CMD design elements. For 
example, considering varying market power mitigation schemes, UCAP approaches, or 
capacity performance schemes would help identify the market design package that indeed 
delivers the most stable prices. 
 
The benefits of an integrated modeling approach are unquestionable, but before 
conclusions can be drawn, the modeling must be improved. If we have misinterpreted the 
integrated modeling, we request that the AESO respond with more detailed documentation 
and explanation. Many stakeholders (including TransAlta) would appreciate seeing the 
additional details around the AESO’s inputs and outputs. We also urge the AESO to 
consider working with industry through the Technical Working group to refine the 
integrated modeling analysis. A more collaborative process will also help educate various 
stakeholders on the details on the market design that we all working together to implement. 
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We also request that the following information be provided with respect to resource 
adequacy modeling: 

1. Annual AIL and AIES energy load and peak demand forecasts used and source 
documents. 

2. 8760 hours per year hourly load profiles used indicating if this is AIL load, AIES load 
or some other quantity and source documents for forecast. 

3. Assumptions around price responsiveness of load if any 

4. The assumed Maximum Continuous Ratings (MCR) of all generators shown on an 
hourly basis if these change. 

5. The assumptions on hourly available transmission capability and import capability 
on all tielines 

6. The assumptions on hourly wind generation profiles for all wind generators 

7. The assumptions on annual wind generation capacity factors 

8. The assumptions on hourly solar generation profiles for all solar installations 

9. The assumptions on annual solar generation capacity factors 

10. The assumed availability of all generators broken down to show unavailability due 
to planned maintenance and unavailability due to forced and unplanned 
maintenance outages. 

11. Assumptions on any derates to all generators including seasonal derates. 

12. Assumed Forced and unplanned Maintenance Outage Rates (F+MOR) 

13. Assumptions on Mean Time To Repair (MTTR) for all generators following a forced 
or unplanned maintenance outage. 

14. Assumptions on hourly hydro capability to provide energy and regulating, spinning, 
and supplemental reserves broken down by river system for Bow, Bighorn, and 
Brazeau river systems. 

15. Assumptions on annual hydro energy production at the Bow, Bighorn, and Brazeau 
river systems 

16. Assumptions on hourly hydro energy production from run of river and irrigation 
hydro systems 

17. Assumptions on capability to provide regulating reserves, spinning reserves and 
supplemental reserves over each of the tielines 

18. Assumptions on capability to provide regulating reserves, spinning reserves and 
supplemental reserves for each generator on the system. 

19. Assumptions if any transmission congestion is anticipated. 

20. Assumptions on the hourly modelling of cogeneration by facility – such as are the 
co-generator and the onsite load both modelled or is the co-generation modelled as 
net to grid 
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21. Assumptions on minimum stable loading for all generators and start times for all 
generators 

22. Assumptions on ramp rates for all generators. 

23. Assumed planned maintenance schedules for all generators 

24. Assumed generator additions and retirements and timing specifying type of 
generator MCR, F+MOR, derates, start times, minimum stable operating levels, 
ramp rates. 

25. Assumed planned maintenance schedules for all tielines 

26. Any assumptions around increased tieline capability. 

27. Assumptions for modelling any storage facilities that are included. 

To date, we have yet to see any integrated analysis or modeling produced or commissioned by 
the AESO that could address our request and concerns and provide confidence in the market 
design as proposed.  Rather, we have only been provided ad-hoc analyses conducted on a 
narrower set of design issues or elements, most of which have not been updated as the market 
framework has been adjusted. As one of several examples, the AESO has not done any 
quantitative analysis on a backcast or forecast basis to demonstrate the implementation and value 
of the capacity performance penalty scheme.  
 
We are further concerned at the changes that the AESO has proposed to several important market 
design features throughout the CMD and rule drafting process without any substantive supporting 
analysis or modeling. For example:  

 From CMD2 to CMD4, the AESO introduced a graduated scarcity pricing scheme that 
allows large generators to bid up to 6x SRMC when the supply cushion is between 250 to 
1,000MW, but provided no comprehensive analysis of why this graduated pricing scheme 
was necessary for system reliability or its potential impact to market clearing prices.  

 In CMD4, the AESO also changed the number of hours used for uniform capacity value 
determination and availability assessment to the tightest 250 supply cushion hours (from 
the tightest 100 hours) and removed the applicability of asset substitution to availability 
assessment. Like the graduated pricing scheme, these changes were implemented 
without sufficient modeling or analysis.  

 In this rule set, the AESO changed the forced outage rate as defined in Section 207.2: 
Calculation of Net-CONE, from 3.0% to 2.5%, with no explanation given. If carried forward, 
this change would, all else equal, increase Energy Offset estimates, decreasing Net-
CONE and discouraging investment in the Alberta market.    

These unilateral, unsubstantiated, and arbitrary changes reflect the general lack of meaningful 
stakeholder consultation and engagement throughout the market design process and erode 
stakeholder faith and the market. This process is counterproductive to the AESO’s goals of 
promoting a fair, efficient, and reliable market.   
 
In sum, the analyses performed and presented by the AESO to support these ISO Rules have 
been insufficient in content, method, and transparency. Therefore, we and other market 
participants have not been able to rely on the AESO’s analyses to confirm whether the ISO Rules 
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as a whole create a market design that will treat market participants fairly, attract sufficient 
investment to ensure reliability, and provide reasonable costs to consumers. 
 
6. Whether you agree with the ISO rules taken together in light of the principle of a fair, 

efficient and openly competitive market. 
 
In addition to the fairness and competition issues raised on the critical ISO Rules 
discussed in our response to Question 3 above, TransAlta is deeply concerned with 
several additional elements of the capacity market design that we believe do not support 
a Fair, Efficient and Openly Competitive (FEOC) market.  
 
Section 201.12: Capacity Market Block Allocation, Section 201.14: Capacity Market Offer 
Control Information, and Section 206.4: Offers and Bids for the Capacity Market 
 
These Rules would require capacity offers to be shared by joint owners, creating the need for 
preferential sharing of commercially sensitive records for joint ownership arrangements. 
Requiring the sharing of such sensitive documents could threaten the development of a 
competitive market, which in turn would offend FEOC. 
 
Section 201.13: Capacity Market Clearing 
 
This Rule contemplates an uplift mechanism that interferes with the ability for the market to 
provide a transparent and efficient market price in a transmission constrained area.  
Furthermore, the uplift mechanism discriminates against higher and lower priced units in a 
constrained area and provides adverse incentives to manipulate and game the market. 
Additionally, this Rule is not sufficiently clear as to how multiple equivalent inflexible blocks would 
be randomly cleared without any bias, and there is no system of checks and balances in place to 
verify the process. Such lack of transparency could limit competition in the market. 
 
Section 206.2: Self Supply Configurations  
 
This Rule could create a unlevel playing field between self-suppliers and other capacity 
resource owners if self-supply load requirements are not properly accounted for in the uniform 
capacity value assigned to the self-supply resource and/or cost allocation to the self-supply load 
such that the self-supplier does not pay their fair share of capacity costs. Thus far, the AESO has 
not provided sufficient evidence to reassure market participants that other capacity resource 
owners will be treated fairly vis-à-vis self-supply load.  
 
Section 206.5: Forward Period Milestone Assessment 
 
This Rule continues to allow the AESO unilateral discretion to establish unreasonable 
forward period milestones that could result in a market participant being required to buy back 
capacity volumes in rebalancing auctions. Dictating unrealistic target completion dates and forcing 
unnecessary buy backs would be overly punitive and unfair, and would limit robust competition in 
the market.  
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Section 306.5: Generation Outage Reporting 
 
This Rule requires the submission of highly speculative and uncertain planned outage 
schedules 48 months in advance. This uncertainty could be viewed as deliberately misleading 
with the context of FEOC and/or inadvertently result in market participants incorrectly assuming 
there will be supply tightness and shortfalls in the future, when more realistic outage scheduling 
and reporting would result in a different conclusion. 
 
Section 306.7: Mothball Outage Reporting 
 
The proposed removal of this rule raises concerns about market and economic efficiency 
and the orderly exit and re-entry into the market in response to real-time market conditions.   
 
Mitigating Impacts of Subsidized Generation 
 
The AESO’s proposed market design does not adequately address the market distortions 
created by out-of-market procurement and competition from subsidized Renewable 
Electricity Program (REP) resources.  While the market design does not allow REP resources 
that clear in rounds 1 through 3 to participate in the capacity market, the AESO will subtract REP 
capacity from the resource adequacy procurement target, which will distort the investment signal 
by reducing market clearing prices.  Furthermore, the lack of a mechanism such as a minimum 
offer price rule (MOPR) that is applied to subsidized resources does not support a fair, 
efficient and openly competitive market because it effectively accommodates out-of-
market actions that undermine private investment in the market.  Such a market design does 
not support the development of a competitive capacity market and encourages missing money 
issues rather than reducing or mitigating them. 
  



  
Appendix 1 

 

Page 23 of 28 
 

7. Whether you would suggest any alternatives to the ISO Rules. 
 
TransAlta proposes the following ISO Rule changes in order to address the significant 
concerns we have raised in our responses to Questions 2, 3, 6, 8, and 9.  
 
Capacity market demand curve, resource adequacy procurement and the capacity value 
determination: 
 

 Section 206.1: Qualification of Capacity: The AESO should: 
 

o Explicitly include coal-to-gas conversions as a criterion for qualifying an asset as 
refurbished capacity and lower the capital investment threshold to qualify as 
refurbished capacity to $80/kW; and 
 

o Remove from rule language hard-coded numerical values that will be changed in 
the future and instead reference the names of defined terms – in this case, the 
AESO should change the hard-coded weights and factors in the composite index 
and escalation rate formulae to terms that are defined and updated in the 
Consolidated Authoritative Document Glossary.  

 
 Section 206.2: Self-Supply Configuration: The AESO should provide illustrative 

examples of costs, incentives and penalties for self-suppliers in net-to-grid and gross-to-
grid configurations to demonstrate that the treatment of these resources is the same as 
treatment of other capacity resources and assist in analysis of self-suppliers’ contributions 
to system loads. 
 

 Section 206.3: Uniform Capacity Value Determination: To ensure that the hours used 
to determine Uniform Capacity Value are truly reflective of resource contribution to 
reliability and prevent this Rule from needing to be reopened to update periodically 
changing variables, the AESO should: 

 
o Expand the criteria for accepting a request to vary uniform capacity values to 

include forced and planned outages captured in the historical data that are unlikely 
to occur in the obligation period; 
 

o Remove hours in which the entire system is impacted by limited markets 
operations, or act of god; 

 
o Ensure that an asset’s uniform capacity value reflects the asset’s highest 

availability for equivalent supply cushion hours rather than availability that is 
arbitrarily selected based on recency; and  

 
o Remove from rule language hard-coded numerical values that will be changed in 

the future and instead reference the names of defined terms – in this case, the 
AESO should change 91% to Load Asset Performance Factor.  
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 Section 207.1: Minimum Procurement Volume: To prevent this Rule from having to be 
reopened to update periodically changing values, the AESO should: 

 
o Make Section 207.1 a permanent rule by removing language that specifies that the 

Rule is only in effect for the first four obligation periods;  
 

o File the information currently provided in Appendices 1 and 2 in support of the 
AESO application for the provisional rules rather than as Appendices to the Rule 
itself. 

 
 Section 207.2: Calculation of Net-CONE: To ensure system reliability and prevent this 

Rule from having to be reopened to update periodically changing values, the AESO 
should: 
 

o Ensure that the Energy Offset considers and establishes a test for liquidity, and 
importantly includes an alternative simulation-based approach for calculating the 
Energy Offset if there is insufficient liquidity in the forward prices; 

 
o Remove numerical values from the Rule and replace them with terms that can be 

more easily updated in the Consolidated Authoritative Document Glossary;  
 

o Make Section 207.2 a permanent rule by removing language that specifies that the 
Rule is only in effect for the first four obligation periods.  

 
 Section 207.3: Shape of Demand Curve: The AESO should prevent this Rule from 

having to be reopened to update periodically changing values by removing the hardcoded 
uniform capacity value assumption for the aeroderivative reference technology and 
instead include a defined term that can be easily updated in the Consolidated Authoritative 
Document Glossary. 

 
Capacity auctions rules and price formation:  
 

 Section 201.12: Capacity Market Block Allocation; Section 201.14: Capacity Market 
Offer Control Information; and Section 206.4: Offers and Bids for the Capacity 
Market:  The AESO should minimize the need for unnecessary joint offer arrangements 
where preferential records would need to be shared by implementing a better capacity 
offer and bid block design and an offer submission system that can manage multiple owner 
submissions. 

 
 Section 201.13: Capacity Market Clearing: The AESO should level the playing field by 

making the uplift payment available to all resources in a constrained area and provide 
further clarification on how multiple equivalent inflexible blocks would be randomly cleared 
and verified. 
 

 Section 201.15: Delisting: The AESO should ensure that new capacity resources have 
sufficient time to enter the market when needed for reliability to protect resource owners’ 
rights to make decisions about their investments and operations, provide necessary 
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flexibility in resource operations, ensure more accurate analysis of economic need for 
delisting, and reflect the full range of extended outages by: 

 
o Permitting temporary delists for economic reasons in the base and rebalancing 

auctions;  
 

o Allowing permanent delisting in the last rebalancing auction due to unexpected 
circumstances; 
 

o Permitting a temporary economic delist to participate in the energy and ancillary 
services markets for up to 275 days; 
 

o Removing the arbitrary limit to delisting for more than two consecutive obligation 
periods, as this unnecessarily constrains assets that are beneficial to grid reliability 
but need additional time for major outages; 
 

o Basing the Energy and Ancillary Services Offset used to assess economic need 
on the owner’s views of forecasted energy and ancillary services revenue, 
reviewed by the AESO for reasonableness, rather than a misguided forward 
pricing-based calculation performed by the AESO; 
 

o Setting the derate or outage period for a temporary physical delist at 90 days rather 
than 150 days; and 

 
o Provide additional detail on how the AESO will review the reasonableness of 

avoided cost estimates that are submitted for a partial delist. 
 

 Section 206.5: Forward Period Milestone Assessment: The AESO should ensure fair 
treatment in its determinations and assessments of Forward Period Milestones by being 
required to have critical milestones approved in a regulatory process that includes 
consultation with stakeholders, explain how it will determine critical milestone 
achievement, and ensure that a load asset will achieve its full capacity commitment (rather 
than 75%). 
 

 Section 206.7: Capacity Market Mitigation: The AESO should base the Energy and 
Ancillary Services Offset used to determine asset-specific offer caps on the owner’s views 
of forecasted energy and ancillary services revenue, reviewed by the AESO for 
reasonableness, rather than a misguided forward pricing-based calculation performed by 
the AESO. 
 

 Section 206.11: Energy and Ancillary Services Offset for Assets: The AESO should: 
 

o Ensure that the Energy Offset used to calculate Net-CONE considers and 
establishes a test for liquidity, and importantly includes an alternative simulation-
based approach for calculating the Energy and Ancillary Services Offset if there is 
insufficient liquidity in the forward prices; 
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o Base the Energy and Ancillary Services Offset used to determine asset-specific 
offer caps and economic need for temporary delisting on the owner’s views of 
forecasted energy and ancillary services revenue, reviewed by the AESO for 
reasonableness, rather than a misguided forward pricing-based calculation 
performed by the AESO. 

 
 Mitigating Impacts of Subsidized Generation:  While the AESO has proposed that a 

mechanism for out-of-market subsidies be considered in the roadmap this falls short of a 
formal commitment to implement a MOPR. A MOPR is needed to preserve price formation 
in the capacity market and prevent subsidized generators from artificially depressing 
pricing. 

 
Capacity obligations, penalties and incentives and risk management: 
 

 Section 206.8: Obligation Period Performance Assessments: The AESO should 
balance the performance assessment framework and ensure that availability assessment 
hours are reflective of reliability events by: 

 
o Allowing availability volumes to be adjusted for asset substitutions; 

 
o Removing language from the rule that would create asset-specific penalty rates 

that hinder a well-defined, standard, and fungible resource adequacy product; 
 

o Removing hours in which the entire system is impacted by, limited markets 
operations or act of god from availability assessment hours;  

 
o Ensuring that an asset’s availability assessment reflects the asset’s highest 

availability for equivalent supply cushion hours rather than availability that is 
arbitrarily selected based on recency; 

 
o Removing numerical hard-coded values from the Rule language and replacing 

them with defined terms; and 
 

o Clarify that monthly penalty caps based on the default rate calculation could not 
be higher than 3 x monthly capacity revenues.  

 
 Section 206.9: Asset Substitution: The AESO should 

 
o Allow availability volumes to be adjusted for asset substitutions; and 

 
o Level the playing field for internal and external capacity resources by removing 

overly restrictive requirements for internal capacity resources to qualify as asset 
substitution capacity. 

 
 Section 206.10: Volume Reallocation: In order to balance the penalty assessment 

framework, the AESO should allow ex-post volume reallocation to apply to availability 
assessments.  



  
Appendix 1 

 

Page 27 of 28 
 

 
Energy price formation and delivery: 
 

 Section 203.5: Energy Market Mitigation: In order to limit price-distortive behavior in the 
energy market and ensure fair treatment of market participants, the AESO should: 

 
o Explicitly prohibit economic withholding and offer behavior for assets that receive 

a capacity payment and instead require cost-based offers; 
 

o Be required to apply asset-specific cost information that is submitted by the pool 
participant and reviewed by AESO, and fully describe the review process and the 
criteria that it will apply to test the reasonableness of asset-specific costs; and 

 
 Section 306.5: Generation Outage Reporting and Coordination: To prevent 

speculative outage schedule submissions that would provide false precision on future 
supply conditions and raise FEOC concerns, the AESO should publicly report different 
information for outages less than 18 months (month and quarter) and outages between 
18 and 48 months (annual values aggregated by resource type). 

 
 Section 306.7: Mothball Outage Reporting:  The inability to mothball a unit if market 

conditions change such that it is no longer economic to operate a unit imposes a high 
regulatory risk for resource owners. This restriction should be removed. 

 
8. Whether you agree that the ISO Rules ensure a reliable supply of electricity at 

reasonable cost to customers and why or why not. 
 
In addition to the reliability and cost issues raised on the critical ISO Rules discussed in our 
response to Question 3 above, TransAlta is concerned with Section 206.2: Self Supply 
Configurations. This Rule could threaten system reliability if self-supply load requirements 
are not properly accounted for in the uniform capacity value assigned to the self-supply resource 
and/or a self-supply resource is not fairly penalized or incentivized relative to other capacity 
resources. Thus far, the AESO has not provided sufficient evidence to reassure market 
participants that self-supply load will properly contribute to reliability.  
 
9. Whether you agree that the ISO Rules support the public interest and why or why not.  
 
Meeting the key market design objectives will help ensure that the ISO Rules support the 
public interest, but the public interest also includes factors beyond the three key market 
design objectives. With this in mind, we believe that the proposed ISO Rules that hinder 
the conversion of coal-to-gas resources are contrary to the public interest. 
 
TransAlta believes that meeting the key market design objectives of creating a FEOC market, 
ensuring system reliability, and providing reasonable costs to consumers will help ensure that the 
ISO Rules support the public interest. Therefore, our concerns raised in our responses to 
Questions 2, 3, 6, and 8, reflect areas where we do not believe that the ISO Rules will support 
the public interest. 
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However, the public interest also encompasses other factors. These include supporting provincial 
and federal government policy and promoting economic development in Alberta. 
 
Alberta features significant climate change mitigation objectives through the Climate Leadership 
Plan, and the federal government has adopted a target of reducing GHG emissions to 80% below 
2005 levels by 2050. We believe that coal-to-gas conversions are critical in this transition to a 
low carbon economy, as they are a cost-effective option for ensuring GHG emission reductions 
while ensuring system reliability and keeping costs low for consumers. 
 
However, several proposed ISO Rules limit the ability for TransAlta and others to 
economically convert existing coal-fired generators to natural gas operations. These Rules 
are contrary to the public interest, and should be amended as we recommend in our response to 
Question 7 above. These Rules are: 
 
 Section 206.1: Qualification of Capacity, which would prevent coal-to-gas resources from 

qualifying as refurbished assets due to overly stringent investment thresholds; and 
 
 Section 206.4: Offers and Bids for the Capacity Market, which would further jeopardize 

coal-to-gas conversions by forcing permanent retirement for refurbished assets that fail to 
clear the market on a second attempt to submit refurbished asset offers.  

 
10. Whether you have any additional comments.  
 
None at this time. 



Stakeholder Comment Matrix 
 

Proposed New ISO rule –Section 103.13, Request for Reconsideration  
 
 

Issued for Stakeholder Comment: October 30, 2018 Page 1 of 4 Public 
Proposed New ISO Rule – Section 103.13, Request for Reconsideration 

 

Period of Comment: October 30, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

1 Section 103.13 applies to:  
(a) a person who has received an ISO decision on the following grounds:  

i. An eligibility decision relating to participation in the capacity market;  

ii. A decision requiring participation in a base auction or rebalancing auction;  
iii. A decision relating to the obligations of a specific capacity market participant in 
regards to a base auction or rebalancing auction; or  

iv. Any other decision made prior to a base auction or rebalancing auction relating to 
participation by a specific capacity market participant with respect to that auction.  
(an “ISO reviewable decision”)  

(b) the Market Surveillance Administrator, where the decision enumerated in Section 1(a)(i-iv) 
relates to fair, efficient, and open competition in the capacity market; and  

(c) the ISO.  

Additional clarification is required about ISO reviewable decisions.  

TransAlta requests confirmation that the list of ISO reviewable decisions includes all decisions related to 

qualification of new, refurbished and incremental capacity, capacity value determination, asset-specific offer 

caps, avoidable cost determination, and delisting determinations. 

7 The ISO must, as soon as reasonably practicable, upon making a decision regarding a request for 
reconsideration received from the Market Surveillance Administrator, provide a copy of the 
reconsideration decision to the Market Surveillance Administrator and any directly affected person. 

Please provide situations that the AESO envisions where a request for reconsideration decision 

may include more than one directly affected person. 

TransAlta wishes to further understand the circumstances in which the AESO would issue a copy of a 

reconsideration decision to more than one person. We do recognize that this might be the case for requests 

for reconsideration for jointly owned assets. However, we would like to clarify that this is only limited to those 

situations or if the AESO has criteria that it will apply to decide persons that are “directly affected”. We also 
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Proposed New ISO Rule – Section 103.13, Request for Reconsideration 

Blackline of Suggested Rule Wording Rationale 

wish to know if there are circumstances where all other market participants would be considered to be 

directly affected. For example, a change to the uniform capacity value for one participant changes the 

procurement target on a uniform capacity value basis for the market and could be interpreted to directly 

affect all other market participants. If the AESO intends to broadly interpret “directly affected person” then 

we ask that the identity and confidential information of the person that submits the request for 

reconsideration be protected in the information provided more broadly to the market. 

 
  



 
 

 

Issued for Stakeholder Comment: October 30, 2018 Page 3 of 4 Public 
Proposed New ISO Rule – Section 103.13, Request for Reconsideration 

Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 103.13, Request for 
Reconsideration relates to the capacity market and why or 
why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 103.13, Request for 
Reconsideration should or should not be in effect for a fixed 
term and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 103.13, Request for Reconsideration 
and whether, in your view, Section 103.13, Request for 
Reconsideration meets the objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 103.13, Request for 
Reconsideration affects the performance of the capacity 
market and the electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 103.13, Request for 
Reconsideration  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 103.13, Request for 
Reconsideration taken together with all ISO rules and in 
light of the principle of a fair, efficient and openly competitive 
market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
103.13, Request for Reconsideration  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 
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Issued for Stakeholder Comment: October 26, 2018 Page 1 of 4 Public 
Proposed New ISO Rule – Section 201.12, Capacity Market Block Allocation 

 

Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(1) The ISO must allocate to each capacity market participant one unique identifier for each associated 
asset. 

The AESO should develop its capacity market systems such that it enables joint owners to submit 

offers separately and independently with respect to a jointly owned asset.   

TransAlta is concerned that the AESO has not considered joint ownership arrangements where there 

will be more than one capacity market participant for one asset, which is common in Alberta. In order to 

reduce administrative burden and costs and increase market competition and efficiency the AESO should 

revisit this sub section to account for joint ownership arrangements. 

2(2) The ISO must, subject to subsection 2(3), allocate to a capacity market participant for each asset with 
a uniform capacity value equal to or greater than 1 MW:  
 

(a) 8 7 capacity blocks to submit an offer; and  
(b) 8 7 capacity blocks to submit a bid. 

TransAlta recommends the number of capacity blocks be increased from 7 to 8 blocks to allow the 

capacity blocks to be divided between two joint owners (in the yellow highlighted text).  

An odd number of capacity blocks cannot be easily divided between joint owners that wish to offer in 

jointly owned assets. Allocating 7 blocks would require the sharing of commercially sensitive information 

and thereby reduce competition in the market. As such, the number of blocks should be increased to 8, 

which would decrease the necessity to share sensitive information. 

2(3) The ISO must, in the case of an asset with refurbished capacity that declares to submit 2 offers in 
accordance with Section 206.1 of the ISO rules, Qualification of Capacity, allocate:  Per the comments in Subsection 2(2), TransAlta recommends the change in yellow highlighted text, 
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Blackline of Suggested Rule Wording Rationale 

 
(a) 1 capacity block for the first offer referred to in Section 206.4 of the ISO rules, Offers and Bids 
for Capacity; and  
(b) 8 7  capacity blocks for the second offer referred to in Section 206.4 of the ISO rules, Offers 
and Bids for Capacity. 

requiring 8 capacity blocks rather than 7. 

 
  



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 3 of 4 Public 
Proposed New ISO Rule – Section 201.12, Capacity Market Block Allocation 

Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 201.12, Capacity Market 
Block Allocation relates to the capacity market and why or 
why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 201.12, Capacity Market 
Block Allocation should or should not be in effect for a fixed 
term and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 201.12, Capacity Market Block 
Allocation and whether, in your view, Section 201.12, 
Capacity Market Block Allocation meets the objective or 
purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 201.12, Capacity Market Block 
Allocation affects the performance of the capacity market 
and the electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 201.12, Capacity Market 
Block Allocation  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 201.12, Capacity Market 
Block Allocation taken together with all ISO rules and in light 
of the principle of a fair, efficient and openly competitive 
market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
201.12, Capacity Market Block Allocation  

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 
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Proposed New ISO rule –Section 201.13, Capacity Market Clearing  
 
 

Issued for Stakeholder Comment: October 26, 2018 Page 1 of 4 Public 
Proposed New ISO Rule – Section 201.13, Capacity Market Clearing 

 

Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

3(3)  

The ISO may, in the event that the ISO determines that the methodology for determining the transfer 
path limits in subsection 3(2) is no longer representative, apply an alternative methodology. 

[description of methodology and alternate approaches] 

We ask the AESO to clarify how they will determine that a transfer path limit is no longer 

representative and what approaches it may apply to determine the transfer path limit, as we have 

indicated in the yellow highlighted text.  

We recognize the concern that the methodology that is based on historical values would not reflect future 

intertie restorations, and that increases in intertie capacity could also affect this value. As such, we 

appreciate that the new language allows the AESO to deal with these issues.  However, as currently worded, 

there is no clarity about how the AESO will determine there is a transfer path limit estimation issue, nor how 

it would address the issue. 

4(6)  

The ISO must, in respect of an additional offer cleared in accordance with subsection 4(4), provide to 
those capacity market participants subject to the same constraint an uplift payment for the difference 
between the highest cleared offer price in accordance with subsection 4(4) and the clearing price, if the 
offer price is higher than the clearing price. 

[clarification that uplift payments are not available to external resources] 

The uplift payment should be made available to all resources in a constrained area, but not be 

available to external resource, as we have indicated in the yellow highlighted text. 

TransAlta is concerned about the impacts of providing uplift payments to some resources and the potential 

to distort price formation and reduce the fungibility of capacity obligations. The AESO’s obligations under 

the Transmission Regulation require it to plan an uncongested transmission system and ensure that all 



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 2 of 4 Public 
Proposed New ISO Rule – Section 201.13, Capacity Market Clearing 
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anticipated in-merit energy can be delivered at least 95% of the time - this should minimize the extent to 

which this subsection is used. However, the contemplation of uplifts calls into question whether the market 

is truly being fair to all resources or is a single clearing price market. For example, why is the uplift only paid 

to the participant with an offer that is higher than the clearing price and not to all resources in the constrained 

area? To ensure fairness and create a level playing field, the uplift payment should be made available to all 

resources in the constrained area.  

TransAlta would also like to clarify that uplift payments will not be available to external resources. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 201.13, Capacity Market 
Clearing relates to the capacity market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 201.13, Capacity Market 
Clearing should or should not be in effect for a fixed term 
and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 201.13, Capacity Market Clearing and 
whether, in your view, Section 201.13, Capacity Market 
Clearing meets the objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 201.13, Capacity Market Clearing 
affects the performance of the capacity market and the 
electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 201.13, Capacity Market 
Clearing  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 201.13, Capacity Market 
Clearing taken together with all ISO rules and in light of the 
principle of a fair, efficient and openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
201.13, Capacity Market Clearing  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 4 of 4 Public 
Proposed New ISO Rule – Section 201.13, Capacity Market Clearing 

Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments Please see Appendix 1 of TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

3(2) A capacity market participant must ensure that the offer control information submitted in 
subsection 3(1) aligns with the offer control information submitted in subsection 2 except in the case 
of jointly owned assets where each joint owner separately must ensure that offer control information 
submitted in subsection 3(1) aligns with the offer control information submitted in subsection 2. 

This subsection currently creates unfair and unreasonable compliance risk for owners of jointly 

owned assets - each joint owner should be required to separately comply with subsection 3(2) for 

jointly submitted offer control information, as indicated in our recommended changes to the rule in 

yellow highlighted text. 

TransAlta has concerns about subsection 3(2) and the liability it creates for compliance penalties 

associated with offer control information for jointly owned assets. For example, as currently written, a 

capacity market participant that is required to submit offers and offer control information related to a jointly 

owned asset may not know the full details of its joint owner partner’s subsection 2 offer control information 

submission. It is unfair and unreasonable to assign compliance risk to one joint owner for the actions of 

another joint owner. 

TransAlta’s recommendations outlined in our comments to subsection 3(1) above should minimize these 

issues. Therefore, we recommend amending this subsection to remove compliance penalty risk 

associated with the offer control information submission of a joint owner partner. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 201.14, Capacity Market 
Offer Control Information relates to the capacity market and 
why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 201.14, Capacity Market 
Offer Control Information should or should not be in effect 
for a fixed term and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 201.14, Capacity Market Offer Control 
Information and whether, in your view, Section 201.14, 
Capacity Market Offer Control Information meets the 
objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 201.14, Capacity Market Offer 
Control Information affects the performance of the capacity 
market and the electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 201.14, Capacity Market Offer 
Control Information  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 201.14, Capacity Market 
Offer Control Information taken together with all ISO rules 
and in light of the principle of a fair, efficient and openly 
competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
201.14, Capacity Market Offer Control Information  

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments Please see Appendix 1 of TransAlta’s submission. 
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Issued for Stakeholder Comment: October 26, 2018 Page 1 of 10 Public 
Proposed New ISO Rule – Section 201.15, Delisting 

 

Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(1) A capacity market participant may, within the timelines specified in the Capacity Market Auction 
Guidelines for the last base or rebalancing auctions and in the manner the ISO specifies, submit to the 
ISO a request to temporarily delist an asset or portion of such asset for the obligation period for 
economic reasons. 

TransAlta recommends that temporary economic delists be permitted to occur in the base and 

rebalancing auctions. 

As we stated in our CMD 4 comment matrix submitted on July 20, 2018: 

Temporary economic delisting should be allowed to occur as early as possible so that new 

capacity resources have an opportunity to respond and enter the market to fill any associated 

capacity need. An asset that offers into the base auction at its avoidable costs and cannot clear 

the market should be allowed to delist immediately.  The base auction result itself demonstrates 

that the capacity resource is not needed to meet resource adequacy and that the cost savings to 

the resource owner of delisting the asset were higher than potential revenues associated with the 

clearing price. Additionally, there can be no abuse of market power from delisting in the base 

auction if the asset is determined to be uneconomic based on its costs and market clearing price. 

Therefore, it is unclear what rationale or justification the AESO can use to infringe on a resource 

owner’s right to make decisions about its investment and operations and force an owner to 

participate unnecessarily in two rebalancing auctions. Furthermore, we note that temporary 
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Blackline of Suggested Rule Wording Rationale 

delisting in the base auction is permitted in the PJM and ISO-NE capacity markets. 

(2) A capacity market participant must, in the request referred to in subsection 2(1), submit:  
 

(a) an attestation from a corporate officer of the pool participant:  
 

(i) that the pool participant confirms that if the request is approved by the ISO, 
the delist outage in the energy market in the obligation period will total 
greater than 210 90 days such that participation in the energy market is for a 
continuous period of 155 275 days or less;  
 

(ii) the MW volume of the asset that will be subject to a delist outage in the energy 
market; and  

 
(iii) the start date and the end date of the delist outage referred to in 2(2)(b)(i);  

 
(b) the avoidable costs associated with the delist outage referred to in subsection 2(2)(a);  

 
(c) any information necessary for the ISO to calculate the energy and ancillary services offset in 

accordance with subsection 3(3) a forecast of energy and ancillary services offsets including 
the forecasted energy and ancillary services prices, revenues, costs, and expenses;  

 
(d) an attestation from a corporate officer of the legal owner of the asset that the avoidable 

costs and information referred to in subsections 2(2)(b) and 2(2)(c), respectively, are 
accurate; and   

 
(e) any other information the ISO specifies as it relates to the request to temporarily delist an 

asset for economic reasons. 
 

The AESO should make two (2) important changes to this subsection to provide necessary 

flexibility in resource operations and ensure more accurate analysis of economic need for 

delisting: 

1. A temporary economic delist should be permitted to participate in the energy and ancillary 

services markets for up to 275 days (and by extension, a temporary economic delist should be 

permitted if the outage will total greater than 90 days); and 

2. The Energy and Ancillary Services Offset should be based on the owner’s views of forecasted 

energy and ancillary services revenue, not on a misguided forward pricing-based calculation 

performed by the AESO. 

We have proposed our recommended changes to the rule language in yellow highlighted text. 

TransAlta recommends that temporary economic delists should be permitted to participate in the energy 

market for up to approximately 9 months (275 days) rather than 155 days as currently proposed in this 

subsection, and, by extension, the delist outage should total greater than 90 days (3 months) rather than 

210 days (7 months) as currently proposed in this subsection. TransAlta raised concerns with the 

permitted time period for participation in the energy market in our CMD 4 comment matrix submitted on 

July 20, 2018:  

The AESO’s rationale for selecting 5 consecutive months was that allowing temporary delist 

assets to participate for a prolonged period of time is not consistent with the intent of temporary 

delisting and that the duration was greater the average duration of a planned outage in Alberta (2-

3 months) and short enough to enable seasonal assets to participate. However, we respectfully 
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Blackline of Suggested Rule Wording Rationale 

disagree with this rationale and believe that the selection of 5 consecutive month is confusing and 

raises more questions than it answers. 

First, as stated above, we disagree with tying temporary delisting to energy and ancillary services 

market participation. However, even if we agreed that a temporary delist asset should not 

participate in the energy and ancillary services markets for a prolonged period of time, we 

disagree with the selection of 5 consecutive months. 5 months cannot be truly characterized as a 

prolonged period of time, as it is less than half a year. A timeframe that may be more 

representative of a prolonged period of time would be substantially most of a year, such as 75% 

of the year (or 9 months). Rather, 5 months represents a seasonal asset which has no bearing on 

temporary economic delist assets. 

Second, the proposed design would require the resource owner to specify the 5 consecutive 

months that the asset will participate in the energy and ancillary services markets. In arriving at 

this requirement, the AESO appears to have ignored the very reason for a temporary economic 

delist - the owner of a resource seeking to temporarily delist is attempting to mitigate its risk of 

economic losses on resource that currently faces economic challenges, but may be economic in 

the future if market conditions change. The owner has no certainty about when market conditions 

may change in the future and would not be in a reasonable position ahead of the delivery year to 

specify the exact months in which they anticipate that the asset may be economic to run. 

Moreover, the owner would have no certainty that market conditions would change in consecutive 

months – indeed, the need for additional resources (and the associated price signal) might occur 

in non-consecutive months such as spring and fall. The rules should not require that the energy 

and ancillary service market participation months be consecutive, as this requirement is arbitrary 

and unjustified. Rather, there should be no limitation on the owner from changing the months in 
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which they will participate in the energy and ancillary services markets in the delivery year. 

TransAlta also disagrees with the use of the forward price methodology for calculating Energy and 

Ancillary Services Offsets (EAS Offsets), particularly where it is applied to a decision related to an 

owner’s assets. TransAlta stated the following related to asset specific offer caps in our CMD 4 

comment matrix submitted on July 20, 2018, which applies equally to our view on the use of the 

forward price methodology to calculate EAS Offsets for temporary economic delisting requests: 

The Energy and Ancillary Services Offset for asset specific offer caps should not be determined 

based on forward prices. As discussed in section 4 above, we disagree with using forward prices 

to determine the EAS Offset used in the Net CONE calculation and strongly disagree with using 

forward prices to determine asset-specific offer caps. In addition to our concerns raised above, we 

have little confidence that use of the forward price could be indicative of the expected captured 

energy price for a peaking asset and strongly oppose this crude method of being used to 

determine a capacity resource’s offer cap when bidding in the capacity auction. 

While forward prices may be acceptable if an asset were able to sell all of its production into the 

forward market, Alberta’s forward market is too illiquid to actually enable an owner to sell its full 

volume in this manner. Moreover, given the illiquidity of the forward market, an attempt to sell a 

large volume in the forward market could have significant impacts on price levels. Additionally, the 

forward products (base and peak) do not reflect the annual, seasonal, weekly, daily, and intra-

hourly production that a capacity resource has and would therefore be inadequate to use without 

a shape to estimate energy revenues with any accuracy. 

We also note that historically, short-term forwards traded at a premium to realized real-time 

energy prices, which suggests that an EAS Offset based on forwards would overestimate the 

revenues of a capacity resource. This is deeply concerning given that such a bias would result in 
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a lower asset-specific offer cap and force the owner to offer at a level that in uneconomic even on 

an avoidable cost basis. 

Therefore, we strongly recommend that the EAS Offset for determining the asset specific offer 

cap should be based upon the owner’s views of forecasted energy and ancillary services revenue 

potential for their asset rather than standardized forward prices. 

4(3) The ISO must calculate the energy and ancillary services offset, as applicable, for the asset during 
the obligation period using the methodology set out in Section 206.11 of ISO rules, Energy and 
Ancillary Services Offset for Assets review the capacity market participant’s forecast of energy and 
ancillary services offset. 

Calculating the EAS Offset based on forward market prices is fundamentally misguided and will 

lead to inaccurate estimates of economic need for delisting – rather, the AESO should review the 

owner’s submitted forecast of the EAS Offset for reasonableness, as we have indicated in our 

recommended changes to the rule language in yellow highlighted text. 

Please see our comments on Section 206.11: Energy and Ancillary Services Offset for Assets for more 

detail on our recommendation to have owners submit forecasts of the EAS Offset and for the AESO to 

review these submitted forecasts for reasonableness. 

4(4) The ISO must, if it approves a request pursuant to subsection 2(1), provide the capacity market 
participant, within the timelines specified in the Capacity Market Auction Guidelines for the last base or 
rebalancing auctions, with a price based on the remaining avoidable costs submitted in accordance 
with subsection 2(2)(b) that have not been excluded in accordance with subsection 3(2), net of the 
energy and ancillary services offset calculated in accordance with Section 206.11 of ISO rules, Energy 
and Ancillary Services Offset for Assets. 

The AESO should revise the language to reflect permission of temporary delists for economic 

reasons in the base and rebalancing auctions, as indicated in our recommended changes to the yellow 

highlighted text. 

Please refer to our comments to subsection 2(1) above with respect to the change from “last rebalancing 

auction” to “base or rebalancing auctions”. 

5(1) A capacity market participant may, within the timelines specified in the Capacity Market Auction 
Guidelines and in the manner the ISO specifies, submit to the ISO a request to temporarily delist an 
asset or portion of such asset from the capacity market for the obligation period if the asset will be 
subject to a derate or an outage for a period greater than or equal to 150 90 continuous days in the 
obligation period due to a physical limitation, operational limitation or a delay in commercial operation 
of the asset. 

The AESO should set the derate or outage period for a temporary physical delist at 90 days rather 

than 150 days to reflect the full range of extended outages, as indicated in our recommended 

changes to the rule language in yellow highlighted text. 

The AESO’s rationale for setting the minimum allowable derate or outage duration for a temporarily delist 
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due to physical or operational limitations was to ensure that the duration was greater than the average 

duration of a planned outage in Alberta. However, we noted that the average duration of a planned 

outages is between 2 and 3 months. We believe that setting the outage at 150 days (5 months) is too long 

and recommend that it be shortened to 90 days (3 months). Our reason was stated in our CMD 4 

comment matrix submitted on July 20, 2018: 

any asset should be able to access temporary physical delist so long as the asset is expected to 

not physically operate for an extend period of time during the delivery year. A coal-to-gas 

conversion is expected to be less than 5 months in duration, but under the proposed design, 

these conversions would be unable to utilize temporary delisting. Rather, the coal-to-gas 

conversions should be able to temporarily physically delist to complete conversion work. This 

means that temporary physical delisting should apply to any outage that is longer than a typical 

planned maintenance outage and should be set at 3 months instead of 5 months. 

5(3) A capacity market participant must, in the request referred to in subsection 5(1), submit:  
(a) confirmation from a corporate officer of the pool participant:  

(i) that the pool participant confirms that if the request is approved by the ISO, 
the delist outage in the energy market will be for a continuous period in the 
obligation period which must be greater than 150 90 days;  

(ii) the MW volume of the asset that will be subject to a delist outage in the energy 
market;  

(iii) description of the physical or operational limitation of the asset; and  

(iv) the start date and the end date of the delist outage referred to in 5(2)(c)(i);  

and  

(b) any other information the ISO specifies as it relates to the request to temporarily delist the 
asset. 

The AESO should set the derate or outage period for a temporary physical delist at 90 days rather 

than 150 days, as indicated in our recommended changes to the rule language in yellow highlighted text. 

Please refer to our comments in subsection 5(1) above with respect to the change from “150” to “90” days. 

6(1) The ISO must approve a request to temporarily delist an asset due to a physical or operational limitation 
if:  The AESO should set the derate or outage period for a temporary physical delist at 90 days rather 
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(a) the ISO is satisfied that the request referred to in subsection 5(1) is complete; and  
 

(b) the delist outage referred in subsection 5(2)(a) is greater than 150 90 continuous days in the 
obligation period. 

than 150 days, as indicated in our recommended changes to the rule language in yellow highlighted text. 

Please refer to our comments in subsection 5(1) above with respect to the change from “150” to “90” days 

7(1) A pool participant must submit a delist outage that corresponds to the outage declared in 
accordance with subsection 2(2)(a) if the offer referred to in subsection 4 does not clear in the last base 
or rebalancing auctions. 

The AESO should revise the language to reflect permission of temporary delists for economic 

reasons in the base and rebalancing auctions, as indicated in our recommended changes to the yellow 

highlighted text. 

Please refer to our comments to subsection 2(1) above with respect to the change from “last rebalancing 

auction” to “base or rebalancing auctions”. 

9 A capacity market participant must not temporarily delist an asset:  
 

(a) for economic reasons for more than 2 4 consecutive obligation periods; or  

(b) for physical limitation, operational limitation or delay in commercial operation for more than 2 4  
consecutive obligation periods. 

In order to provide necessary flexibility in resource operations, the AESO should remove the 

arbitrary limit to delisting for more than two consecutive obligation periods as well as retaining 

Section 306.7: Mothball Outage Reporting in the capacity market, as indicated in our recommended 

changes to the rule in yellow highlighted text. 

TransAlta sees no justifiable reason for limiting temporary economic delisting to two consecutive periods. 

The restriction is arbitrary and seeks to reduce the flexibility for an owner to make business decisions that 

mitigate their potential economic loss related to their private investment. At a minimum, should the AESO 

desire to limit the duration of a temporary delist it should be set at four consecutive obligation periods. 

A private investor has no control over market conditions, and there is no guarantee that the conditions that 

drove an investor to make the difficult decision to temporarily delist a resource will improve within two 

consecutive obligation periods. The onerous requirement proposed in this subsection could force the 

owner to needlessly operate at an economic loss or permanently (and prematurely) retire their asset for 

no reason other than a poorly considered and arbitrary rule requirement. Due to the unnecessary risk 

inherent in this requirement, it would impede necessary private investment and potentially threaten system 
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reliability if investors are not confident that market rules will support investment in needed capacity 

resources. 

For these same reasons, we also believe that Section 306.7: Mothball Outage Reporting must continue to 

be available under the capacity market. However, we would suggest that subsection 5(2) be reduced to 12 

months in recognition of the delisting process deals with foreseeable temporary economic delists. 

Section 306.7: Mothball Outage Reporting was first put in place on an expedited basis in June 2016 as 

energy market conditions deteriorated such that owners of certain coal generating facilities were faced 

with higher emissions costs that rendered their assets uneconomic. The very fact that market 

circumstances can change unexpectedly and with little forewarning is why owners of assets need the 

flexibility to respond to the market and protect their private investors from economic losses. The 

uncertainties that drove the need for Section 306.7 will continue to exist in the capacity market and for that 

reason it must not be revoked. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 201.15, Delisting relates to 
the capacity market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

 

2 whether you agree that Section 201.15, Delisting should or 
should not be in effect for a fixed term and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 201.15, Delisting and whether, in your 
view, Section 201.15, Delisting meets the objective or 
purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 201.15, Delisting affects the 
performance of the capacity market and the electricity 
market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 201.15, Delisting  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 201.15, Delisting taken 
together with all ISO rules and in light of the principle of a 
fair, efficient and openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
201.15, Delisting  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2 The ISO must, in order to assist in determining whether to cancel a planned outage or unplanned 
outage of generation or delist outage under section 306.9 of the ISO rules, Outage Cancellation, assess 
the adequacy of supply by, at a minimum, completing a supply and load forecast using the peak 
demand hour of every day for a minimum 2 year period, calculated as the sum of the following:   

(a) the maximum capability that is associated with offers in the Alberta energy market, from all 
generating units in Alberta;  

plus  

(b) the maximum capability that is associated with offers in the Alberta energy market, from load 
sink assets; 

plus  

(c) an estimate of the output from aggregated generating facilities;  

plus  

(d) an estimate of the import available transfer capability on interconnections with a program that 
increases available transfer capability;  

minus   

(e) declared maximum capability derates from a generating unit, or load;  

minus  

Because it is unclear what “a program that increases available transfer capability” is referring to, 

the AESO should replace this term with “an estimate of the import available transfer capability on 

interconnections”, as indicated in our recommended changes to the rule language in yellow highlighted 

text. 

We do not know of any program that the AESO has in place to increase available transfer capability but for 

the Load Shed Service for Imports. In any regard, the AESO should be required to use a realistic estimate 

of import available transfer capability to complete its supply and load forecast. 
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(f) any capacity of generating units which are affected by transmission market constraints;  

minus  

(g) anticipated maximum capability derates from a generating unit or load;  

minus   

(h) the daily forecast Alberta internal load;  

minus    

(i) operating reserves requirements;  

plus   

(j) price responsive load, excluding the maximum capability of a load sink asset referred to in 
subsection 2(b);  

plus  

(k) aggregate planned outage, unplanned outage and forced outage records for load;  

plus  

(l) load for demand opportunity service. 

4 

The ISO must , if the ISO determines that:  

(a) the normalized expected unserved energy in 1 year on average exceeds the resource 
adequacy standard; and  

(b) the percentage of the total load on the interconnected electric system in a year in MWh that is 
not expected to be served indicates a need for the ISO to consider taking preventative action,  

undertake further studies to verify the likely cause, magnitude and timing of the potential adequacy 
issue and make its studies and findings publicly available. 

The studies that identify an exceedance in the resource adequacy standard or a need for the ISO to 

consider taking preventative action should be made publicly available, as indicated in our 

recommended changes to the rule language in yellow highlighted text.  

We agree that the AESO should verify its determination before taking preventative action. However, we also 

believe that the AESO should engage with industry stakeholders to ensure the market is aware of the issue 

and publish its studies to help inform industry about the potential need to take action. This early engagement 

allows industry to provide assistance and may provide opportunities to explore alternative solutions that do 

not involve AESO intervention. 
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7(2)  

The ISO must institute a charge to load, primarily directed to the pool participants who consume 
energy during higher priced hours, which recovers the costs of resource adequacy standard threshold 
actions. 

The charge to load of resource adequacy standard threshold actions should follow the cost 

allocation methodology that is approved by the AUC – therefore, this subsection should be removed, 

as indicated in our recommended changes to the rule language in yellow highlighted text. 

This requirement suggests that the cost allocation for resource adequacy standard threshold actions should 

be based upon higher price hours. However, this method is not consistent with the manner in which resource 

adequacy modeling is conducted, since resource adequacy modeling is not based on energy pricing. While 

we agree that there may be correlation among energy prices, scarcity, and supply shortfalls, we disagree 

that this correlation is consistent with cost causation for resource adequacy standard threshold actions. 

Therefore, the ISO Rule should not include a provision that could be inconsistent with the cost allocation 

methodology that will be filed with the AUC for approval. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 202.6, Adequacy of Supply 
relates to the capacity market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 202.6, Adequacy of Supply 
should or should not be in effect for a fixed term and why or 
why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 202.6, Adequacy of Supply and whether, 
in your view, Section 202.6, Adequacy of Supply meets the 
objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 202.6, Adequacy of Supply 
affects the performance of the capacity market and the 
electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 202.6, Adequacy of Supply  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 202.6, Adequacy of Supply 
taken together with all ISO rules and in light of the principle 
of a fair, efficient and openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
202.6, Adequacy of Supply  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

1 Section 203.5 applies to:  
 

(a) a pool participant that submits offers in the energy market for a source or sink asset; 
  

(b) the legal owner of a generating unit or aggregated generating facility; and  

(c) the ISO. 

 

To ensure fair treatment across resource types over the long term, load assets should also be 

contemplated for energy market mitigation, as indicated in our recommended changes to the rule 

language in yellow highlighted text. 

TransAlta generally agrees with the applicability section given the current market structure.  However, 

energy market mitigation should also apply to owners of load and sink assets should the market structure 

and participation evolve beyond what currently exists today. 

3(2) A pool participant must, in relation to the information submitted pursuant to subsection 3(1):  
 

(a) submit the information to the ISO:  
 

(i) for a thermal generating unit or aggregated generating facility that has energized 
and commissioned, on or before a date the ISO specifies; or  

 
(ii) for a thermal generating unit or aggregated generating facility that has not 

completed energization and commissioning, before the energization and 
commissioning of such thermal generating unit or aggregated generating facility;  

 
(b) determine the values of such cost information assuming that the thermal generating unit or 

Cost information should reflect normal operating conditions for the asset rather than maximum 

capability, as indicated in our recommended changes to the rule language in yellow highlighted text. 

TransAlta disagrees that that cost information required to be submitted in part 3(2)(b) should be based 

upon operating at maximum capability, particularly when a generating unit or aggregated generating 

facility’s normal operating condition under typical levels of dispatch is not at maximum capability. 
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aggregated generating facility is operating under normal operating conditions at maximum 
capability;  
 

(c) submit updated information to the ISO upon becoming aware of more recent information that is 
greater than 1% different from the information provided in accordance with subsection 3(1), as 
soon as reasonably practicable; and  

 

(d) submit an attestation by a corporate officer of the legal owner of the thermal generating unit or 
aggregated generating facility that the information provided in accordance with subsection 
3(1) is complete and accurate. 

New subsection: A pool participant that submits offers for a source asset with a capacity 
commitment must not submit an offer higher than estimated short-run marginal cost multiplied by 1.1 
unless it incurs additional dispatch-related costs not captured in the AESO’s determination of estimated 
short-run marginal cost. 

Economic withholding and offer behavior should be prohibited for assets that receive a capacity 

payment, as indicated in our recommended addition to the rule language in yellow highlighted text. 

TransAlta has repeatedly raised concerns throughout the AESO’s consultation process (e.g., in our 

comments to SAM, CMD2 and CMD4), as well as Alberta Energy’s consultation on Fair, Efficient and 

Open Competition Regulation, about permitting economic withholding and offer behavior under the 

capacity market design. 

As stated in our comments to Alberta Energy’s consultation submitted on August 28, 2018: 

TransAlta has repeatedly expressed concerns to the AESO about the proposed energy market 

mitigation in the capacity market design which we believe allows for unjustifiable offer behavior 

that will raise energy market prices, create unreasonably high costs to consumers, and result in 

other negative consequences for the competitive market. These concerns are with respect to the 

ex-ante offer mitigation levels that permit mitigated market participants to offer well above (3 

times) Short Run Marginal Cost (SRMC) in supply conditions that do not reflect scarcity. Further, 

the proposed market design allows other (unmitigated) market participants to offer at any price 

point up to $999/MWh, without reference to a participant’s actual variable costs, and even if that 
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participant already receives capacity payments to defray fixed costs. 

These concerns have been shared by the Market Surveillance Administrator’s (MSA) independent 

expert Charles River Associates (CRA) who stated: “Our view is that reference price threshold of 

3.0 times marginal cost is overly permissive and creates the opportunity for unchecked exercise of 

market power”. Most recently, on August 23, 2018, the MSA issued its “MSA Response to the 

AESO’s Final CMD 

Proposal” (MSA Response), confirming that the MSA clearly has similar concerns. 

We have asked these concerns to be addressed by requiring energy market offers to reflect costs, 

or by prohibiting economic withholding. Our proposal would strengthen competition by ensuring 

that market outcomes reflect true cost-based competition and supply and demand fundamentals, 

rather than the exercise of market power. However, rather than addressing the concerns 

expressed by TransAlta and CRA about the permissiveness of the energy market mitigation 

framework, the AESO revised the ex-ante offer mitigation proposal in the Final Comprehensive 

Market Design (CMD) to make it more permissive by allowing up to 6 times SRMC when the 

supply cushion is greater than 250MW but less than 1,000MW. Our concerns are more elevated 

that the market design will drive offer behavior and conduct that does not align with the objectives 

of the capacity market design, and that market participants will bear greater compliance risk of ex-

post investigation and enforcement action related to a design element for which the views of the 

AESO and MSA are not aligned. 

In the MSA Response, the MSA stated that it had shared with the AESO that offers at 3 times 

marginal cost from mitigated market participants would be excessive in terms of cost recovery for 

marginal and start-up costs; further, the MSA recommended that the AESO should move away 

from reliance on economic withholding “in the longer term” (without clarifying the target date for 
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this regulatory shift). In addition, the MSA disagreed with the AESO’s proposal to relax the 

mitigation of energy market offers when the supply cushion falls below 1000MW, and to eliminate 

mitigation when the supply cushion falls below 250MW, stating “The MSA does not support the 

relaxation of mitigation when the exercise of market power becomes easier”. The MSA is of the 

view that “less reliance on the exercise of market power in the energy market would make energy 

prices more predictable, which should result in lower risk margins being incorporated in capacity 

market offers”. 

3(6) The ISO must:  
(a) identify the current carbon price in $/tonne CO2-equivalent from the appropriate public authority;  

 
(b) identify the natural gas price in $/GJ for each settlement interval on a day-ahead basis, or as 

close to a day-ahead basis as reasonably practicable or apply the natural gas price submitted by 
the pool participant if fixed by contract; and  

 

(c) apply the variable operations and maintenance costs for the asset submitted by the pool 
participant or, if an estimate is not provided by the pool participant, estimate the variable 
operations and maintenance costs in $/MWh for a thermal generating unit or aggregated 
generating facility on a class-specific basis. 

The AESO should be required to apply cost information that is submitted by the pool participant 

and reviewed by AESO, as indicated in our recommended changes to the rule language in yellow 

highlighted text. 

 

The AESO should be required to apply asset-specific cost information for an asset if it is submitted by the 

pool participant. It is inappropriate for the AESO to apply costs that are not reflective of the true costs for 

an asset when asset-specific cost information is provided by the pool participant. The AESO should 

review the information submitted by the pool participant as contemplated in this subsection and be 

required to accept those costs if they are supported by reasonable information and are consistent with 

other cost information. 

4(1) The ISO must, using the information provided or derived in accordance with subsection 3, calculate 
a simplified short-run marginal cost for each generating unit or aggregated generating facility for 
each settlement interval in accordance with the following formula: 

 

 

 

The language in this section should be amended to reflect the changes we have proposed in 

subsections 3(1) and 3(6) above, as indicated in our recommended changes to the rule language in 

yellow highlighted text. 

These changes would allow asset-specific reference prices to be determined based on cost information 

submitted by the pool participant. 
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where:  

(a) simplified short run marginal cost i is the short run marginal cost measured in $/MWh for a 
settlement interval;  

(b) heat rate is:  

(i) the heat rate provided in accordance with subsection 3(1)(a) if the generating unit or 
aggregated generating facility is thermal; or  

(ii) 0 GJ/MWh if the generating unit or aggregated generating facility is not thermal;  

(c) fuel price is:  

(i) the natural gas price in subsection 3(6)(b), if the thermal generating unit’s or aggregated 
generating facility’s fuel is natural gas;  

(ii) the price provided in accordance with subsection 3(1)(b), if the thermal generating unit’s or 
aggregated generating facility’s fuel type is not natural gas; or  

(iii) $0, if the generating unit or aggregated generating facility is not thermal;  

(d) greenhouse gas exposure is the greenhouse gas emissions exposed to a carbon price levied 
by a public authority provided in accordance with subsection 3(1)(c);  

(e) carbon price is the carbon price identified in accordance with subsection 3(6)(a); and  

(f) estimated variable operations and maintenance costs are the submitted or estimated variable 
operations and maintenance costs determined by the ISO in accordance with subsection 3(6)(c); 
and 

(g) other dispatch-related costs. 

4(2) The ISO must, using the simplified short-run marginal costs calculated in accordance with 
subsection 4(1), set the asset-specific reference price for each generating unit or aggregated 
generating facility for each settlement interval as an amount equal to:  
 

(a) the simplified short run marginal cost multiplied by 3 1.1, if the expected supply cushion selected 
for the settlement interval under subsection 2(2)(d) is 1,000 250 MW or greater;  
 

The proposed asset-specific reference price will permit economic withholding and raise energy 

costs for consumers. The proposed framework for asset-specific reference prices should instead 

require cost-based offers, as indicated in our recommended changes to the rule language in yellow 

highlighted text and our recommended addition of a new subsection immediately below. 



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 6 of 12 Public 
Proposed Amended ISO Rule – Section 203.5, Energy Market Mitigation 

Blackline of Suggested Rule Wording Rationale 

(b) the simplified short run marginal cost multiplied by 6, if the expected supply cushion selected for 
the settlement interval under subsection 2(2)(d) is 250 MW or greater and less than 1,000 MW; 
and  

(c) the maximum permissible price for an offer made under Section 203.1 of the ISO rules, Offers 
and Bids for Energy, if the expected supply cushion selected for the settlement interval under 
subsection 2(2)(d) is less than 250 MW. 

TransAlta raised the following concerns about the proposed asset-specific reference prices for energy 

market mitigation. We stated in our CMD2 comment matrix, filed on May 11, 2018, that “[a]llowing 

economic withholding and unnecessarily increasing costs to consumers does not align with the desired 

end state of “achiev[ing] sufficient investment to maintain supply adequacy and reliability at the lowest 

cost for consumers”, nor with the criterion that “[t]he capacity market should be compatible with other 

components of the electricity framework.” 

In our letter to the AESO dated June 18, 2018, regarding Graduated Scarcity and Reference Price 

Proposal, we stated that 

TransAlta has advocated for the use of marginal cost-based offers and would expect that at high 

supply cushion levels when generation is not expected to cycle, there would be no justification for 

an increasing ASRPs. 2 x marginal cost is based on [the AESO’s estimates of] the cycling cost for 

a simple cycle gas unit, but we have not seen any analysis such as the correlation between gas 

cycling and supply cushion that justifies why it should be the mitigation level above 1,000MW 

supply cushion. Furthermore, we do not accept that units should be allowed to economically 

withhold capacity and set their offers at higher levels than can be justified by their costs, 

particularly if those units earn a capacity payment and do not incur cycling costs. 

Furthermore, in our CMD4 comments filed on July 20, 20, we stated that: 

We provided modeling estimates performed by LEI in our CMD2 comment matrix that showed the 

energy market price impacts of moving from a market that prohibits economic withholding to a 

market where economic withholding (in the form of 3x ASRP bidding is allowed. 

The AESO has not responded to any of our concerns or provided any analysis to justify the need for 

substantially more than Short Run Marginal Cost offers. Therefore, we remain highly concerned with the 
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proposed asset-specific reference price proposal for energy market mitigation because it will increase 

energy costs for consumers and distort the capacity market investment signal. 

TransAlta recommends that all energy offers should be mitigated to reflect short-run marginal costs and 

should apply a multiple of 1.1 to take into account that the short-run marginal costs are based on 

estimates (and assuming normal operating conditions) which may not fully reflect actual short-run 

marginal cost. We further note that there is precedence from FERC in using a 10% adder to estimated 

short-run marginal cost to account for estimation error and provide for full short-run cost recovery. 

5(3) The ISO must, subject to subsection 5(5), set the asset-specific reference price for a non-hydro 
generating source asset designated in accordance with subsection 5(1) for each settlement interval as 
an amount equal to:  
 

(a) the 30-day rolling average pool price most recently published by the ISO at the time the ISO 
calculates the expected supply cushion multiplied by 3, if the expected supply cushion selected 
for the settlement interval under subsection 2(2)(d) is 1,000 MW or greater;  
 

(b) the 30-day rolling average pool price most recently published by the ISO at the time the ISO 
calculates the expected supply cushion multiplied by 6, if the expected supply cushion selected 
for the settlement interval under subsection 2(2)(d) is 250 MW or greater and less than 1,000 
MW; and  

 
(c) the maximum permissible price for an offer made under Section 203.1 of the ISO rules, Offers 

and Bids for Energy, if the expected supply cushion selected for the settlement interval under 
subsection 2(2)( d) is less than 250 MW. 

 

The asset-specific reference price proposed in subsection 5(3) is reflective of energy storage 

assets that charge from the grid, not to hydro resources that store water in an inter-monthly and 

seasonal hydro cycle – therefore, this subsection should only apply to non-hydro resources that 

are capable of energy storage, as indicated in our recommended change to the rule language in yellow 

highlighted text. 

TransAlta raised our concerns related to the treatment of hydro resources in our CMD 4 comment matrix 

submitted on July 20, 2018: 

The AESO should also consider month to month and seasonal water management given that this 

is a critical aspect of managing hydro resources which are not just energy resources but also 

critical resources for the environment and other water users. If this temporarily dimension defines 

a short timeframe (a week or weeks) and the other uses of water are not properly accounted for, 

water is wasted not only for energy production but also for other valuable societal uses. 

Additionally, we do not support the AESO’s proposed asset-specific reference price based on a 3x 

the 30-day rolling average pool price. As mentioned above, 30 days does not properly account for 

the inter-monthly and seasonal hydro cycle and creates a significant risk of undervaluing the 
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opportunity cost of hydro. We also disagree with the proposed multiplier, which appears arbitrary 

and is not supported by an analysis of opportunity costs. 

We continue to have significant concerns about this framework for determining asset-specific reference 

price for hydro resources. Our recommended change to the rule would mitigate these concerns by 

clarifying that this subsection only applies to non-hydro generating source assets.   

TransAlta’s recommendations on the Mitigation of Prescribed Assets are as follows (as stated in 

Attachment 1 to our letter dated November 14, 2018): 

Subsections 203.5(3)-(5) of the rule related to hydro mitigation continues to be insufficient to 

ensure the prescribed assets provide optimal levels of system support and provincial and federal 

obligations to provide services such as flood control, fish protection, etc.  

First, the current AS offer requirements cannot be physically achieved and are therefore 

technically deficient and undermine the “fair treatment” of the prescribed hydro resources. 

The definition for Maximum Qualified Capability and Maximum Capability (MC) need to be 

changed so that hydro is physically capable of meeting the reserve offer requirements.   The 

AESO stated at the November 1, 2018 webinar that the references to MC would be changed to 

Available Capability (AC).  We want to ensure this AC definition also accounts for the need to run 

at minimum stable generation to offer certain active AS products. The definition of AC for the 

purposes of reserve offer requirements should be calculated as MC minus Acceptable 

Operational Reasons (AOR) minus Minimum Stable Generation (MSG).  If the operating reserves 

offer requirements are greater than the physical capability to provide operating reserves, hydro 

will not meet the requirements leading to unnecessary energy market mitigation and inefficient 

dispatch of the hydro facilities. 
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Second, the proposed asset-specific reference price for non-thermal resources of 3 x 30 

day rolling average pool prices (“RAPP”) is a poor estimation of hydro reference price.  

The RAPP reliance on the past 30 days of prices does not properly account for the inter-monthly 

and seasonal hydro cycle.  The rule’s suggested multipliers to the RAPP are also arbitrary and 

seem to have been justified on the basis that they align the multipliers applied to reference pricing 

of other units.  The rationale for the other units’ multiplier should not apply to a hydro unit.  These 

aspects of the rule undermine the objective of “fair treatment” by undervaluing the opportunity 

cost of hydro.  

Third, the ID has authoritative content and compliance obligations embedded in it that 

should be moved to Section 203.5: Energy Market Mitigation.  The obligation for the AESO to 

“bid at a price sufficiently high such that it expects the market to clear at a strictly lower price 

level” is required for the existence of a competitive AS market.  It is imperative this also be 

included in the rule.  

Fourth, the AESO must create a process and timeline to determine when and how to 

change the AESO operating reserves market bid cap.  This process will require further 

consultation from stakeholder prior to the implementation of the capacity market.  

For this rule and overall system to work properly, prescribed assets must continue to have the 

ability to offer above the AESO offer cap to meet their new mandatory reserve offer 

obligations and not waste the valuable water resource that currently supports system 

reliability.  We request the AESO confirm this in the rule with language: if the offers have been 

made in the operating reserves market, these shall be considered to have met the mandatory 

reserve offer requirements outlined in the ID 203.5: Mitigation of Prescribed Assets. 

Overall, the rule must ensure reserve offer requirements can be physically met and the ability to 
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dynamically manage stored water through offers is not constrained. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 203.5, Energy Market 
Mitigation relates to the capacity market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 203.5, Energy Market 
Mitigation should or should not be in effect for a fixed term 
and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 203.5, Energy Market Mitigation and 
whether, in your view, Section 203.5, Energy Market 
Mitigation meets the objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 203.5, Energy Market Mitigation 
affects the performance of the capacity market and the 
electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 203.5, Energy Market 
Mitigation  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 203.5, Energy Market 
Mitigation taken together with all ISO rules and in light of the 
principle of a fair, efficient and openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
203.5, Energy Market Mitigation  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

1 Section 206.1 applies to:  
 

(a) a person seeking to have the ISO qualify with new capacity for the capacity market;  
(b) a capacity market participant; and  
(c) the ISO. 

All resources should carry a “must offer” requirement in the capacity market. 

The language in the applicability section suggests that a person that has new capacity has the option to 

decide whether they participate in the capacity market or not. Our understanding is that the intent of the 

capacity market rules is to require all new resources to offer in the capacity market. If this is not the 

AESO’s intent, then we question the fairness of the market rules which would imposes significant 

requirements on existing capacity and provide new capacity the option to avoid any of these requirements. 

We recommend the language of the applicability section be revised to clarify that it applies to all new 

capacity, as indicated in our recommended changes to the rule in yellow highlighted text. 

6(1)(c) the asset will be:  
 

(i) developed in accordance with a project plan and timeline that aligns with the milestones 
established by the ISO; and  
 

(ii) energized and commissioned prior to the obligation period; and  
 

(iii) capable to connecting to the existing transmission system if the proposed interconnection 
location provided in subsection 3(4) is to the transmission system. 

In order to capture the range of refurbishments that reflect sufficiently significant modifications 

for an asset to be considered a new capacity asset, the AESO should: 

1. Include coal-to-gas conversions as a criterion for qualifying an asset as refurbished capacity; 

and 

2. Lower the capital investment threshold to qualify as refurbished capacity to $80/kW. 
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(j) in the case of an aggregation of assets:  
 

(i) has a uniform capacity value less than or equal to the maximum capability of the largest 
generating unit in Alberta [additional explanation here] multiplied by 0.85;  
 

(ii) has or will have revenue quality interval metering for each site associated with the asset in the 
aggregation; 

  
(iii) is comprised of pool assets located within Alberta that are either exclusively:  

 
(A) generating units or aggregated generating facilities; 

  
(B) load assets providing a firm consumption level; or  

 
(C) load assets providing a guaranteed load reduction; 

  
and  
 

(iv) is not comprised of any asset that will contribute capacity individually, or as part of another 
aggregated asset; 

 
(l) in the case of refurbished capacity, will be modified in a manner that will, in the opinion of the ISO, result in 
either:  
 

(i) an increase in the asset’s maximum capability by an amount exceeding the greater of:  
 
(A) 15% of the asset’s maximum capability; or  

 
(B) 40 MW above the asset’s maximum capability; or  

 
(ii) a change to the primary fuel type;  

 
(iii) a capital investment of greater than or equal to $200 80/kW of the asset’s current maximum 

capability multiplied by the composite index calculated in accordance with the following formula: 

The AESO should also clarify the meaning of the ‘largest generating unit’ in part (i) and be 

required to consult on the project milestones in part (c)(i). 

We have proposed our recommended changes to the rule in yellow highlighted text. 

Alberta is currently on the path to transition from coal- to gas-fired technology; however, as proposed, the 

capital investment criterion could prevent coal-to-gas conversions from qualifying as refurbished capacity. 

TransAlta believes coal-to-gas resources are needed to safeguard system reliability and keep costs low 

for consumers. A fuel conversion represents a fundamental change to the operations and operating 

decisions of a coal-fired generator, and therefore such resources should automatically qualify as 

refurbished capacity to enable them to provide their reliability and cost benefits to the grid. Moreover, the 

verification process for such resources would be straightforward and would not require an audit of capital 

investment. 

Should the AESO not include fuel conversion as a refurbishment qualification criterion, we have proposed 

a change to the capital investment threshold for a refurbished asset. We are still uncertain what the capital 

investment costs will be for a coal-to-gas conversion, since none have been completed in Alberta to date. 

We anticipate the costs could be $100/kW, but the cost of future conversions could potentially decline as 

we gain experience. To accommodate these potential future efficiency gains and associated cost 

reductions, we propose a lower threshold of $80/kW – which we believe is (a) low enough to qualify coal-

to-gas conversion but (b) high enough that an existing asset cannot qualify as refurbished capacity due to 

regular planned maintenance costs. 

Lastly, TransAlta requests the AESO clarify the following: 

 The “largest generating unit” referenced in part (i) is a reference to the largest capacity resource and 

not the largest generating unit considered in operating reserves procurement volumes; and 
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 TransAlta recommended that the AESO conduct further consultation on the development milestones.  

As stated in our comments submitted to ID 206.5 on September 28, 2018:  

TransAlta is concerned about the target completion dates proposed by the AESO, but has not had 

enough time to fully consider or evaluate the reasonableness of the timelines proposed. Therefore, 

these target completion dates should be considered in a separate consultation where stakeholders 

can more fully evaluate their reasonableness. 

At this time, our initial recommendations on the target completion dates are as follows: 

 The target completion dates for a natural gas combined cycle and cogeneration plant should 

be different. The complexity and lead time required for a small cogeneration plant should be 

reflected in the target completion dates. 

 The target completion dates for a natural gas simple cycle appear lengthy with respect to 

Regulatory Permitting and Licensing and Full Notice to Proceed. 

 The regulatory permits for a coal-to-gas conversion are treated as a category 2 application 

with a 40-60 day approval timeframe. This makes the Regulatory Permitting and Licensing 

target completion date grossly overstated at 26 months, when 3 months would be more 

appropriate. Additionally, as mentioned above, there is no major equipment associated with a 

coal-to-gas conversion. Therefore, the target completion dates for a coal-to-gas conversion 

should be faster than wind, solar or battery storage projects. 

9(1) The ISO must, in the case of a generating source asset that was permanently delisted from the energy 
and capacity markets within the previous 5 years in accordance with Section 201.15 of the ISO rules, 
Delisting, designate the generating source asset as new capacity if the generating source asset meets the 
following criteria:  
 

(a) has undergone a material change including:  

The AESO should set the capital investment threshold to qualify as refurbished capacity to 

$80/kW, as indicated in our recommended changes to the rule language in yellow highlighted text 

Please refer to our comments in subsection 6(1) above with respect to the change from “$200/kW” to 
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(A) a change to the primary fuel type;  
 
(B) the addition of generation equipment; 

 
(C) a change to the maximum capability; or  
 
(D) the generating source asset was sold to a person, other than an associate of the 

market participant as defined in subsection 5 of the Fair, Efficient and Openly 
Competitive Regulation;  

 
and  
 

(b) a capital investment of greater than or equal to $200 80/kW multiplied by the escalation rate 
calculated in subsection 9(2) per kW of the asset’s current maximum capability. 

“$80”. 

9(2) 

The ISO must, in calculating the capital investment in subsection 9(1)(b), calculate the escalation rate in 
accordance with the following formula: 

escalation rate 

= labour index weighting 0.25 x labour index / 60.7 labour index factor 

+ materials index weighting 0.25 x materials index / 118.5 materials index factor 

+ turbine index weighting 0.40 x turbine index x exchange rate / 268.7 turbine index factor 

where:  

(a) labour index weighting is a term defined in the Consolidated Authoritative Document 
Glossary;  

(ba) labour index is the most recent 12 month average of published Statistics Canada 
Construction Union Wage Rates (Electrician), Monthly for Edmonton Alberta, Table 18 10-0046-
01;  

(c) labour index factor is a term defined in the Consolidated Authoritative Document Glossary; 

The formula for the escalation rate should be dynamic and remove hardcoded values, allowing for 

updates through the Consolidated Authoritative Document Glossary rather than needing to re-

open this ISO rule.  

This rule should be drafted to be a permanent rule – therefore, variables that require periodic review and 

update should be handled through changes to the Consolidated Authoritative Document Glossary. 
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(d) materials index weighting is a term defined in the Consolidated Authoritative Document 
Glossary; 

(eb) materials index is the most recently published Statistics Canada Gross National and Gross 
Domestic Income, Indexes and Related Statistics, Annual, Table 36-10-0105-01;  

(f) materials index factor is a term defined in the Consolidated Authoritative Document 
Glossary; 

(g) turbine index weighting is a term defined in the Consolidated Authoritative Document 
Glossary; 

(hc) turbine index is the most recent 12 month average of published Federal Reserve Economic 
Data (St. Louis) Producer Price Index by Industry: Turbine and Turbine Generator Set Units 
Manufacturing (PCU333611333611);  

(i) turbine index factor is a term defined in the Consolidated Authoritative Document Glossary; 
and 

(jd) exchange rate is the most recent 12 month average of published Statistics Canada Monthly 
Average Exchange Rates in Canadian Dollars, U.S. Dollar monthly average, Table 33-10-0163-
01. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.1, Qualification of 
Capacity relates to the capacity market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 206.1, Qualification of 
Capacity should or should not be in effect for a fixed term 
and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.1, Qualification of Capacity and 
whether, in your view, Section 206.1, Qualification of 
Capacity meets the objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 206.1, Qualification of Capacity 
affects the performance of the capacity market and the 
electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.1, Qualification of 
Capacity  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 206.1, Qualification of 
Capacity taken together with all ISO rules and in light of the 
principle of a fair, efficient and openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
206.1, Qualification of Capacity  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

3(1) The ISO must, subject to subsection 3(2), select 250 hours from each of the previous 5 consecutive 
periods dating November 1 to October 31 in as follows:  

(a) calculate the supply cushion for every hour;  

(b) rank all hours based on supply cushion in ascending order;  

(c) within the order referred to in subsection 3(1)(b), rank hours with equivalent supply cushion in 
ascending order from the most recent to the most distant of time;  

(d) remove any hours in which there was a state of market suspension; and  

(e) select the first 250 hours after ranking and removing hours in accordance with subsections 3(1)(b) 
through 3(1)(d).  In cases where the 251 hour has an equivalent supply cushion as the 250 hour, one 
250 hour historical data set will be created for each selection of equivalent supply cushion hours. 

The AESO should not rank equivalent supply cushion hours by recency when discounting an asset’s 

uniform capacity value. 

TransAlta also has concerns with selection approach proposed by the AESO when it has equivalent supply 

cushion hours. Selection based on recency is does not reflect any resource adequacy principle, results in 

the arbitrary selection of hours that comprise the total 1,250 hours used to determine uniform capacity value, 

and may result in a capacity resource being assigned a lower capacity value only due to the arbitrary 

selection of one equally tight hour over another. Therefore, in circumstances where the 251st hour has an 

equivalent supply cushion as the 250th hour, the AESO should be required to calculate each asset’s uniform 

capacity value based upon the highest availability shown by the asset in either equivalent supply cushion 

hour. This will ensure that no asset is negatively impacted due to an arbitrary selection of 250 hours. 

6(1) The ISO must, subject to subsections 6(2) through 6(8) calculate a uniform capacity value for an 
asset as follows:  

(a) calculate the hourly availability factor for each hour in the asset’s historical data set in accordance 
with the following formula: 

Throughout this rule, the AESO should ensure that an asset’s uniform capacity value reflects the 

asset’s highest availability for equivalent supply cushion hours rather than availability that is 

arbitrarily selected based on recency. 
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where:  

(i) hourly availability factor t is the availability factor for hour t;  

(ii) time weighted available capability t is the asset’s available capability with the weight being 
proportional to the time the available capability was in effect within hour t; and  

(iii) maximum capability t is the maximum capability of the asset in hour t;  

(b) calculate the average availability factor in accordance with the following formula: 

 

 

where:  

(i) hourly availability factor t are the hourly availability factors calculated in subsection 6(1)(a); 
and  

(ii) observed hours is the numbers of hours in the asset’s historical data set;  

and  

(c) calculate the asset’s uniform capacity value by multiplying the average availability factor in 
subsection 6(1)(b) by the asset’s maximum capability.; and 

(d) in cases where there is more than one historical data set as contemplated in subsection 3(1)(e), 
calculate the asset’s uniform capacity value using each historical data set and assign the asset the 
highest calculated uniform capacity value from these calculations. 

As stated in subsection 3(1) above, TransAlta recommends that the AESO calculate the uniform capacity 

value for an asset using all variants of the 250 hours that have equivalent maximum supply cushions levels, 

then assign the asset the highest calculated uniform capacity value. Our concern is that the cut off for 250 

hours in this case is not based on expected contribution to resource adequacy and could be used to unfairly 

assign an asset a lower capacity value than it would have been assigned if the ranking was not performed 

based on recency. 

6(2) The ISO must calculate a uniform capacity value for a wind, solar, or run of river hydroelectric 
generating units or an aggregated generating facility, an aggregated asset containing a wind or solar 
aggregated generating facility, or an asset that cannot change generation levels in response to a 
dispatch as follows:  

Please see our comments to subsection 6(1) above. 
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(a) calculate the hourly capacity factor for each hour in the historical data set in accordance with the 
following formula: 

 

 

 

where:  

(i) hourly capacity factor t is the capacity factor for hour t;  

(ii) metered volume t is the metered volume that was delivered to the interconnected electric 
system during hour t; and  

(iii) applicable ancillary service volumes t is the volume of electric energy that was subject to a 
dispatch for ancillary services during hour t; and  

(A) in the case of an asset that was subject to a dispatch for spinning reserve or 
supplemental reserve, the volume that was provided pursuant to Section 205.5 of the 
ISO rules, Spinning Reserve Technical Requirements and Performance Standards or 
Section 205.6 of the ISO rules, Supplemental Reserve Technical Requirements and 
Performance Standards; and  

(B) in the case of an asset that was subject to a dispatch for regulating reserve, the 
volume that was provided pursuant to Section 205.4 of the ISO rules, Regulating 
Reserve Technical Requirements and Performance Standards that is not captured as 
metered energy;  

(iv) curtailed volume t is a volume that was curtailed as a result of a transmission market 
constraint during hour t;  

(b) calculate the average capacity factor in accordance with the following formula: 
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where:  

(i) hourly capacity factor t are the hourly capacity factors calculated in subsection 6(2)(a); and  

(ii) observed hours is the numbers of hours in the asset’s historical data set;  

and  

(c) calculate the asset’s uniform capacity value by multiplying the average capacity factor in subsection 
6(2)(b) by the asset’s maximum capability.; 

(d) in cases where there is more than one historical data set as contemplated in subsection 3(1)(e), 
calculate the asset’s uniform capacity value using each historical data set and assign the asset the 
highest calculated uniform capacity value from these calculations. 

6(3) The ISO must calculate a uniform capacity value for an import asset as follows:  

(a) calculate the hourly availability factor for each hour in the asset’s historical data set in accordance 
with the following formula: 

 

 

where:  

(i) hourly availability factor t is the availability factor for hour t;  

(ii) min{availability factor ,long term firm transmission} t is the lesser of the sum of the import 
asset’s available capability and the import asset’s long term firm transmission capacity over the 
applicable transfer path in hour t; and  

(iii) long term firm transmission is the import asset’s long term firm transmission capacity over 
the applicable transfer path to the Alberta border;  

(b) calculate the average availability factor in accordance with the following formula: 

 

 

Please see our comments to subsection 6(1) above. 
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where:  

(i) hourly availability factor t are the hourly availability factors calculated in subsection 6(3)(a); 
and  

(ii) observed hours is the numbers of hours in the import asset’s historical data set;  

and  

(c) multiply the average availability factor calculated in subsection 6(3)(b) by the import asset’s long term 
firm transmission over the applicable transfer path.; and 

(d) in cases where there is more than one historical data set as contemplated in subsection 3(1)(e), 
calculate the asset’s uniform capacity value using each historical data set and assign the asset the 
highest calculated uniform capacity value from these calculations. 

 

6(7) The ISO must calculate a uniform capacity value for an asset with incremental capacity in 
accordance with the following formula:  

𝑢𝑛𝑖𝑓𝑜𝑟𝑚 𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑣𝑎𝑙𝑢𝑒= 𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝑓𝑎𝑐𝑡𝑜𝑟×(𝑚𝑎𝑥𝑖𝑚𝑢𝑚 𝑐𝑎𝑝𝑎𝑏𝑖𝑙𝑖𝑡𝑦+𝑖𝑛𝑐𝑟𝑒𝑚𝑒𝑛𝑡𝑎𝑙 𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦) 

where:  

(a) performance factor is:  

(i) the average availability factor or average capacity factor calculated in accordance with 
subsection 6, as applicable;  

(ii) in the case of an import asset, the average availability factor calculated according to 
subsection 6(3)(b) derating the value declared, in accordance with Section 206.1 of the ISO 
rules, Qualification of Capacity, to reflect the hours in the 1250 hours determined in accordance 
with subsection 3 where the British Columbia transfer path, Montana transfer path or 
Saskatchewan transfer path, as applicable, was out of service with an available transfer 
capability of 0 MW; and  

The AESO should remove from rule language hard-coded numerical values that will be changed in 

the future and instead reference the names of defined terms. 

TransAlta recommends that this subsection reference a defined term such as Load Asset Performance 

Factor rather than its current value of 91%. We understand that 91% was an estimate of the Load Asset 

Performance Factor based upon a cross-jurisdiction review in the absence of historical data on load assets 

in Alberta. We expect that the Load Asset Derate Factor will be periodically reviewed and updated once this 

data on Alberta load assets is collected. 

Instead, the Load Asset Performance Factor term, including its value of 91%, should be included in the 

Consolidated Authoritative Document Glossary. Future updates to the Load Asset Derate Factor can be 

easily made through amendments to the Consolidated Authoritative Document Glossary without reopening 

this section of the ISO Rules. We favour this approach because it provides greater certainty and 

permanency about the overall capacity design by limiting the extent to which key components of the market 
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(iii) in the case of a load asset, load asset performance factor 91%, unless the ISO publishes 
a class average performance factor based on load data from Alberta.  

(b) maximum capability is the maximum capability of the asset without considering the incremental 
capacity; and  

(c) incremental capacity is the volume of incremental capacity in MW qualified by the ISO pursuant to 
Section 206.1 of the ISO rules, Qualification of Capacity. 

design framework can be changed, while allowing for easier updates of regularly changing market features. 

7(3) The ISO must calculate a uniform capacity value for a load asset providing firm consumption 
level in accordance with the following formula: 

 

𝑢𝑛𝑖𝑓𝑜𝑟𝑚 𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑣𝑎𝑙𝑢𝑒 = (declared qualified baseline - declared firm consumption) × load asset 

performance factor  

where:  

(a) declared qualified baseline is the qualified baseline declared in accordance with Section 206.1 of the 
ISO rules, Qualification of Capacity;  

(b) declared firm consumption level is the firm consumption level declared in accordance with Section 
206.1 of the ISO rules, Qualification of Capacity; and  

(c) load asset performance factor is a term defined in the Consolidated Authoritative Document 
Glossary performance factor is 91%, unless the ISO publishes a class average performance factor 
based on load data in Alberta. 

Please see our comments to subsection 6(7) above. 

7(4) The ISO must calculate a uniform capacity value for a load asset providing guaranteed load 
reduction in accordance with the following formula:  

𝑢𝑛𝑖𝑓𝑜𝑟𝑚 𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑣𝑎𝑙𝑢𝑒 = 𝑔𝑢𝑎𝑟𝑎𝑛𝑡𝑒𝑒𝑑 𝑙𝑜𝑎𝑑 𝑟𝑒𝑑𝑢𝑐𝑡𝑖𝑜𝑛 𝑥 load asset 𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝑓𝑎𝑐𝑡𝑜𝑟 

where:  

Please see our comments to subsection 6(7) above. 
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(a) guaranteed load reduction is the guaranteed load reduction declared in accordance with Section 
206.1 of the ISO rules, Qualification of Capacity; and  

(b) load asset performance factor is a term defined in the Consolidated Authoritative Document 
Glossary performance factor is 91%, unless the ISO publishes a class average performance factor 
based on load data in Alberta. 

8(1) The ISO must calculate a uniform capacity value for a load asset providing guaranteed load 
reduction in accordance with the following formula:  

𝑢𝑛𝑖𝑓𝑜𝑟𝑚 𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑣𝑎𝑙𝑢𝑒=𝑔𝑢𝑎𝑟𝑎𝑛𝑡𝑒𝑒𝑑 𝑙𝑜𝑎𝑑 𝑟𝑒𝑑𝑢𝑐𝑡𝑖𝑜𝑛 𝑥 load asset 𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝑓𝑎𝑐𝑡𝑜𝑟 

where:  

(a) guaranteed load reduction is the guaranteed load reduction declared in accordance with Section 
206.1 of the ISO rules, Qualification of Capacity; and  

(b) load asset performance factor is a term defined in the Consolidated Authoritative Document 
Glossary performance factor is 91%, unless the ISO publishes a class average performance factor 
based on load data in Alberta. 

Please see our comments to subsection 6(7) above. 

1110(1) A capacity market participant may, within the timelines prescribed by the Capacity Market 
Auction Guidelines, request to vary the uniform capacity value of an asset if:  

(a) the historical data used in calculating the uniform capacity value does not provide an accurate 
representation of the asset’s future performance;  

(ba) the asset has or will undergo a physical change before the start of the obligation period that will 
increase or decrease the uniform capacity value of the asset by at least 1 MW; or 

(cb) where the class average data, production or load estimates, or jurisdictional assessment used in 
calculating the uniform capacity value in accordance with subsections 7(1)(a)(ii), 7(1)(b) or 7(1)(c), 
does not create a comparable representation of the asset’s future performance. 

The AESO should expand the criteria for accepting a request to vary uniform capacity values to 

include forced and planned outages captured in the historical data that are unlikely to occur in the 

obligation period. 

Our recommendation will aid in resolving some of the significant deficiencies of the AESO’s 1,250 hours 

uniform capacity value calculation approach. We noted these deficiencies in our CMD 4 comment matrix 

submitted on July 20, 2018: 

The UCAP methodology for thermal resources does not reflect capacity resources 

contributions to resource adequacy - Assigning UCAPs based upon planned and forced outages 

and derates measured in historical tightest hours is a poor representation of an asset’s future 

performance under a capacity market design because it does not properly consider the lack of 
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incentives to manage planned outages under the energy-only market design nor does it recognize 

that the historical and future pattern of tightest hours is likely to be impacted by the change in market 

design. Frankly, ignoring these issues undermines the ability for the design to achieve the desired 

resource adequacy objectives. Moreover, in opting for its untested UCAP approach, the AESO has 

failed to meet the criterion that “[c]ommon practices and lessons learned from other capacity market 

implementations should be leveraged as much as practicable and applicable.” 

Additionally, the AESO should also correct a minor section numbering error.  
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.3, Uniform Capacity 
Value Determination relates to the capacity market and why 
or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 206.3, Uniform Capacity 
Value Determination should or should not be in effect for a 
fixed term and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.3, Uniform Capacity Value 
Determination and whether, in your view, Section 206.3, 
Uniform Capacity Value Determination meets the objective 
or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 206.3, Uniform Capacity Value 
Determination affects the performance of the capacity 
market and the electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.3, Uniform Capacity 
Value Determination  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 206.3, Uniform Capacity 
Value Determination taken together with all ISO rules and in 
light of the principle of a fair, efficient and openly competitive 
market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
206.3, Uniform Capacity Value Determination  

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(1) A capacity market participant must:  
 
(a) submit an offer for a base auction in respect of an asset; and  

 

(a) ensure the volume of the offer in subsection 2(1)(a) is equal to the asset’s assigned uniform 
capacity value less any asset substitutions entered into for the obligation period. 

The offer volume that a capacity market participant must offer in the base auction should be 

adjusted for asset substitutions. 

Asset substitutions are a key mechanism for new, refurbished and incremental capacity to procure partial 

periods of capacity to meet a capacity commitment. As such, TransAlta has proposed changes to Section 

206.9: Asset Substitution to allow capacity market participants to enter into asset substitution for any 

amount time during their obligation period. 

The proposed changes to the offer requirement have been revised to contemplate asset substitution 

volume, as indicated in our recommended changes to the rule language in yellow highlighted text. 

3(1) A capacity market participant must, if the assigned uniform capacity value less any asset 
substitutions entered into for the obligation period of the capacity market participant’s associated asset is 
greater than the capacity commitment: 

(a) submit an offer for a rebalancing auction for that asset; and 

(b) ensure the volume of the offer in subsection 3(1)(a) is equal to the difference between the asset’s assigned uniform 
capacity value and the capacity commitment. 

(2) A capacity market participant must, if the capacity market participant’s asset is not subject to a 

The offer volume that a capacity market participant must offer in the rebalancing auction should 

also be adjusted for asset substitutions. 

Please see our comments to subsection 2(2) above explaining the reason for the changes to the rule 

language in yellow highlighted text. 
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capacity commitment:  
 

(a) submit an offer for a rebalancing auction for that asset; and  

(b) ensure the volume of the offer in subsection 3(2)(a) is equal to the asset’s assigned uniform capacity 
value less any asset substitutions entered into for the obligation period. 

6(43) A capacity market participant must, in the event that the capacity market participant submitted an 
offer for refurbished capacity in accordance with subsection 6(3)(a) and the offer did not clear, permanently 
delist the asset in accordance with Section 201.15 of the ISO rules, Delisting.  [requirement that the capacity 
offer must reflect the cost of the refurbishment] 

The restriction on the number of times that a multi-offer refurbished asset bid can be made should 

be removed.  

As stated in our comments to CMD 4:  

A market participant should be able to submit a refurbished capacity asset prequalification again 

in future auctions. 

The one-time for a capacity market participant to submit a multi-offer refurbished asset bid is 

overly restrictive and harsh.  The AESO’s rationale is that allowing multiple refurbished offer bids 

could lead to abuse because refurbished assets can submit multi-offer bids “to continually have 

an “opportunistic” higher priced offer in the supply stack while mitigated”. However, the proposed 

restriction could unnecessarily impede timely coal-to-gas conversions from moving forward.  The 

timing of coal-to-gas conversions is highly tied to supply and demand conditions and market 

economics that cannot be known with any certainty and are subject to change over time.  A coal-

to-gas conversion may fail to clear the first year that it is bid, but could be found in a subsequent 

year to be economic.  Moreover, under the AESO’s proposal, an asset that attempts to clear the 

capacity market on a subsequent attempt must permanently delist or retire if it is unsuccessful.  

The AESO cannot create rules that force permanent retirement. Such rules would be 

unconscionably punitive and would represent a failure by the AESO to exercise its duties and 

perform its functions in a fair and responsible manner in respect of the market.  
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In its place, the AESO should implement a simple requirement that the capacity offer must reflect the cost 

of the refurbishment. This would remove concerns of opportunistic offering by ensuring the underlying 

economics are appropriately accounted for, which would help create an efficient market outcome. 

Additionally, we have noted a minor subsection numbering correction. 

7(2) A capacity market participant with a capacity commitment must submit a bid, priced at 
$0.01/kW-year above the price cap established by the final demand curve for the rebalancing auction, 
in accordance with the following:  

(a) if the asset’s assigned uniform capacity value for a rebalancing auction is lower than the 
capacity commitment due to a permanent or temporary physical delist request, the capacity 
market participant must submit a bid equal to the difference between the capacity commitment 
and the assigned uniform capacity value; 

(b) if the asset’s assigned uniform capacity value for the last rebalancing auction is lower than the 
capacity commitment, the capacity market participant must submit a bid equal to the difference 
between the capacity commitment and the assigned uniform capacity value; or  

(c) if the ISO determines that the capacity market participant has not satisfied a critical milestone in 
accordance with Section 206.5 of the ISO rules, Forward Period Milestone Requirements, the 
capacity market participant must submit a bid equal to its entire capacity commitment in the 
applicable rebalancing auction.: 

(i) substitute capacity in accordance with Section 206.9: Asset Substitution to meet its capacity 
commitment; or 
 

(ii) submit a bid in the applicable rebalancing auction equal to: 
 

(Estimated months of delayed in-service date ÷ 12) x (𝐜𝐚𝐩𝐚𝐜𝐢𝐭𝐲 𝐜𝐨𝐦𝐦𝐢𝐭𝐦𝐞𝐧𝐭 
− 𝐚𝐬𝐬𝐞𝐭 𝐬𝐮𝐛𝐬𝐭𝐢𝐭𝐮𝐭𝐢𝐨𝐧 𝐯𝐨𝐥𝐮𝐦𝐞) 

The requirement to buyback the entire capacity commitment for missing a critical milestone is too 

severe and will result in costly and unnecessary purchases in the rebalancing auction, which 

could limit the market’s ability to attract new, incremental and refurbished capacity – thereby 

putting reliability at-risk. 

A capacity market participant should be allowed to use asset substitution to meet its capacity 

commitments, and should only be required to buyback its capacity commitment in a proportional 

amount to the monthly delay in its in-service date.  

Capacity market participants should be able to use asset substitution to procure capacity from other 

participants for partial periods to fulfill their capacity commitments. TransAlta has proposed changes to 

Section 206.9: Asset Substitution to provide the flexibility to enter into these important partial period 

arrangements. The AESO’s proposal unfairly subjects capacity market participants to 12 months of 

capacity costs for missed milestones and potential in-service date delays of less than 12 months. This 

incorrectly assumes the capacity resource will be unavailable for the entire obligation period, and will 

result in costly and unnecessary purchases in the rebalancing auction, which could limit the market’s 

ability to attract new, incremental and refurbished capacity – thereby putting reliability at-risk. 

The capacity market participant should only be required to buyback its capacity commitment to the extent 

that it is expected to be unavailable within the obligation period, and if it cannot arrange an asset 

substitution that would allow its delayed in-service date. For example, a capacity resource that has a 
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delayed in-service date of 3 months should only be required to buyback 25% of their capacity commitment 

in the rebalancing auction. The only situations where the capacity market participant should be required to 

buyback its entire capacity commitment is if it cannot achieve an in-service date within the obligation 

period. 

We have proposed our recommended changes to the rule language in yellow highlighted text. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.4, Offers and Bids for 
Capacity relates to the capacity market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 206.4, Offers and Bids for 
Capacity should or should not be in effect for a fixed term 
and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.4, Offers and Bids for Capacity and 
whether, in your view, Section 206.4, Offers and Bids for 
Capacity meets the objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 206.4, Offers and Bids for 
Capacity affects the performance of the capacity market and 
the electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.4, Offers and Bids for 
Capacity  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 206.4, Offers and Bids for 
Capacity taken together with all ISO rules and in light of the 
principle of a fair, efficient and openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
206.4, Offers and Bids for Capacity  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(1) The ISO must publish the class-specific target completion dates for the following milestones on the AESO 
website, on a class-specific basis:  
 

(a) in the case of a generating unit or aggregated generating facility:  
(i) regulatory permitting and licensing;  
(i ii) full notice to proceed;  
(ii) start of construction; 
(iii) major equipment procurement agreements;  
(iv) delivery of major equipment to the site;  
(v) commissioning and start-up; and  
(vi) in-service date;  
and  

(b) in the case of a load asset, confirmation that the load asset will be able to provide a 100minimum 
75% of the capacity commitment. 

The requirements for a milestone related to Regulatory Permitting and Licensing is unnecessary 

given the requirement for Full Notice to Proceed, as indicated in our recommended changes to the 

rule in yellow highlighted text. 

As proposed in subsection 5.3, all of the target completion dates for the critical milestones for Regulatory 

Permitting and Licensing and Full Notice to Proceed are the same, suggesting that they are both 

equivalently on the critical path.  However, in practice, these are unlikely to both be critical path items. We 

note that there are many projects that receive AUC approval but are unlikely to proceed, which suggests 

that the AUC approval is not determinative of the development of a project.  Furthermore, the process for 

obtaining an approval is subject to regulatory timelines that are not within the control of the project 

proponent.  

TransAlta recommends that the critical milestones for Regulatory Permitting and Licencing be removed, 

and Full Notice to Proceed be set as the first critical milestone.  A company that decides to provide Full 

Notice to Proceed will consider whether it is likely to have the necessary regulatory approval to progress; 

in this regard, Full Notice to Proceed already considers Regulatory Permitting and Licensing and makes 



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 2 of 6 Public 
Proposed New ISO Rule – Section 206.5, Forward Period Milestone Assessment 

Blackline of Suggested Rule Wording Rationale 

this additional milestone duplicative and unnecessary. 

The requirements for Major Equipment Procurement Agreements and Delivery of Major Equipment 

to the Site should be removed and replaced with Start of Construction, as indicated in our 

recommended changes to the rule in yellow highlighted text. 

Full Notice to Proceed and Major Equipment Procurement Agreements are highly interrelated activities 

which may be executed in the opposite order. For example, as proposed in subsection 5.3, the completion 

time between these activities is one month for wind, solar and battery storage projects, which suggests 

that there is little value in using this as a critical milestone for these projects.  Furthermore, with respect to 

coal-to-gas conversions, where the boilers are already on-site, it is unclear what equipment is classified as 

major equipment under Delivery of Major Equipment.   

Therefore, the inclusion of Major Equipment Procurement Agreements and Delivery of Major Equipment is 

largely unnecessary. TransAlta recommends that the Major Equipment Procurement Agreements and 

Delivery of Major Equipment be replaced with a critical milestone of Start of Construction, which is more 

indicative of a new phase of a project beyond Full Notice to Proceed.    

To ensure fair treatment across capacity resource types, the AESO should be required to 

determine if the load asset will achieve its full capacity commitment, not a minimum of 75% of its 

capacity commitment, as indicated in our recommended changes to the rule in yellow highlighted text.  

TransAlta is concerned about the standard of fairness between load assets versus generation assets and 

the lower performance standard set for load assets. 75% is an arbitrary threshold and sets a low bar for 

achieving a capacity commitment.  If an aggregator only achieves 75% of its capacity commitment but has 

no credible plan to ensure that it can achieve 100% of its capacity commitment by the obligation period, 

then the AESO should not allow the resource to be paid for its full capacity commitment.  
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A more lenient standard for load assets raises concern particularly because there is little to no opportunity 

for the market to respond after the final rebalancing auction if a load asset fails to meet it capacity 

commitment.  This threatens system reliability and raises concerns about efficient price formation in the 

base and rebalancing auctions. 

Meanwhile, the more stringent standard applied in the critical milestones for generators is to ensure that 

the new capacity resource achieve 100% of its capacity commitment. To ensure system reliability and fair 

treatment across resource types, that same standard should apply to load assets, and the AESO should 

make its determination whether the load provider will achieve 100% of its capacity commitment by the 

obligation period.  

Target completion dates should be considered in a separate consultation. 

TransAlta is concerned about the target completion dates proposed by the AESO, but has not had enough 

time to fully consider or evaluate the reasonableness of the timelines proposed.  Therefore, these target 

completion dates should be considered in a separate consultation where stakeholders can more fully 

evaluate their reasonableness.  

At this time, our initial recommendations on the target completion dates are as follows: 

 The target completion dates for a natural gas combined cycle and cogeneration plant should be 

different.  The complexity and lead time required for a small cogeneration plant should be 

reflected in the target completion dates. 

 The target completion dates for a natural gas simple cycle appear lengthy with respect to 

Regulatory Permitting and Licensing and Full Notice to Proceed.   

The regulatory permits for a coal-to-gas conversion are treated as a category 2 application with a 40-60 

day approval timeframe.  This makes the Regulatory Permitting and Licensing target completion date 
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grossly overstated at 26 months, when 3 months would be more appropriate. Additionally, as mentioned 

above, there is no major equipment associated with a coal-to-gas conversion. Therefore, the target 

completion dates for a coal-to-gas conversion should be faster than wind, solar or battery storage 

projects.   
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.5, Forward Period 
Milestone Assessment relates to the capacity market and 
why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 206.5, Forward Period 
Milestone Assessment should or should not be in effect for a 
fixed term and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.5, Forward Period Milestone 
Assessment and whether, in your view, Section 206.5, 
Forward Period Milestone Assessment meets the objective 
or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 206.5, Forward Period Milestone 
Assessment affects the performance of the capacity market 
and the electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.5, Forward Period 
Milestone Assessment  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 206.5, Forward Period 
Milestone Assessment taken together with all ISO rules and 
in light of the principle of a fair, efficient and openly 
competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
206.5, Forward Period Milestone Assessment  

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments Please see Appendix 1 of TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(2) The ISO must:  
 

(a) notwithstanding subsection 2(1), conclude a base auction for the first 3 obligation periods 
in accordance with the timelines established in the Capacity Market Auction Guidelines; and  

(b) remove subsection 2(2) on or about the day the base auction for the third obligation 
period is concluded. 

TransAlta has proposed minor wording changes to part (b), in the yellow highlighted text to 

provide clarity as to the exact timing of the removal. 

3(2) The ISO must:  
 

(a) notwithstanding subsection 3(1), conclude one rebalancing auction, that is the last 
rebalancing auction, no later than 3 months prior to the start of the obligation periods for the 
first 3 obligation periods; and  
(b) remove subsection 3(2) on or about the day the rebalancing auction for the third obligation 
period is concluded. 

TransAlta has proposed minor wording changes to part (b), in the yellow highlighted text to 

provide clarity as to the exact timing of the removal. 

6(1) The ISO must, as soon as practicable and no later than 10 business days following a base auction and 
rebalancing auction, notify the capacity market participant of the capacity market participant’s capacity 
commitments by asset. 

The AESO should publish the auction results no later than 10 business days after the auction. 

We recommend the requirement for the ISO should stipulate a minimum standard for when the results will 

be released. During the comprehensive market design working group sessions, the AESO mentioned they 

expected the results could be released within a couple of weeks of the auction. We propose including a 

requirement of no longer than 10 business days and note PJM and NYISO release final results within 5 
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business days and ISO-NE releases results within 15 days (though ISO-NE releases summary results 

within a few business days). 

TransAlta also requests further clarity about the specific information the AESO will provide to the 

capacity market participant. 

We also recommend the AESO should (1) notify each capacity market participant in a joint 

ownership agreement of the blocks which cleared for their asset, and (2) permit more than one 

capacity market participant for each asset and allow for separate offer submissions. 

For preferential records sharing agreements where the joint owners assign a single owner or agent to act 

as the capacity market participant responsible for aggregating and offering an asset into the capacity 

auctions, notifying individual capacity market participants of their capacity commitment by asset may be 

insufficient. The joint owners may have independently determined their capacity offers, and without each 

being given details about which blocks of the asset cleared the market, there will be no way to properly 

allocate capacity commitments, capacity revenues and remaining capacity that could be offered into future 

auctions for the same obligation period. This would lead to an inefficient allocation of capacity in the 

market. Therefore, the AESO should notify each capacity market participant in a joint ownership 

agreement of the blocks which cleared for that asset. 

In addition, we recommend the AESO permit more than one capacity market participant for each asset 

and allow for separate offer submissions, in order to minimize the need for preferential records sharing 

arrangements. While we do not expect this will completely eliminate the need for such sharing 

arrangements, it provides a mechanism that helps limit offer sharing to only those circumstances where 

separate offer submissions cannot address joint ownership arrangements. A preferential records sharing 

arrangement should be a last resort and should not be the only way for an asset that is jointly owned to 



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 3 of 5 Public 
Proposed New ISO Rule – Section 206.6, Base Auction and Rebalancing Auction 

Blackline of Suggested Rule Wording Rationale 

participate effectively in the market. 

6(2) The ISO must, as soon as practicable following a base auction and rebalancing auction, publish 
the following results of the base auction or rebalancing auction:  
 

(a) the clearing price;  
(b) the total capacity procured; 
(c) the total capacity procured by technology type; and  
(d) the total capacity procured from assets associated with an offer for new capacity, 
incremental capacity and refurbished capacity. 
(e) a graphical supply curve for the capacity auction; and 
(f) total capacity delisted. 

The auction results should include a graphical supply curve and the total amount of delisted 

capacity. 

Providing the graphical supply curve and delisted capacity would allow market participants some 

mechanism to validate the results and identify issues where the auction results do not appear to conform 

to the rules on market clearing. We note that PJM publishes a graphical aggregate supply curve within 5 

business days after the auction, which provides clarity and gives market participants confidence that the 

market clearing prices are truly reflective of the point of intersection between the supply and demand 

curves. Without this information, market clearing is a black box and may only be validated by the AESO 

itself, the Market Surveillance Administrator or an external expert that reviews auction results, which could 

erode faith in the fairness and accuracy of the capacity market 

6(3) The ISO must, as soon as practicable and no later than 10 business days following the last 
rebalancing auction, publish the capacity commitment associated with each asset. 

Please see our comments to subsection 6(1) above. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.6, Base Auction and 
Rebalancing Auction relates to the capacity market and why 
or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 206.6, Base Auction and 
Rebalancing Auction should or should not be in effect for a 
fixed term and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.6, Base Auction and Rebalancing 
Auction and whether, in your view, Section 206.6, Base 
Auction and Rebalancing Auction meets the objective or 
purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 206.6, Base Auction and 
Rebalancing Auction affects the performance of the capacity 
market and the electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.6, Base Auction and 
Rebalancing Auction  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 206.6, Base Auction and 
Rebalancing Auction taken together with all ISO rules and in 
light of the principle of a fair, efficient and openly competitive 
market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
206.6, Base Auction and Rebalancing Auction  

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments Please see Appendix 1 of TransAlta’s submission. 
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Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 
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Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(1) The ISO must, before a base auction and within the timelines prescribed by the Capacity Market 
Auction Guidelines, calculate the market screen as follows:  

(a) calculate the slope above the inflection point of the final demand curve for the base auction in 
accordance with the following formula: 

 

 

where:  

(i) |slope m| is the absolute value of the slope above the inflection point of the final demand 
curve for the base auction;  

(ii) price cap is the price cap of the final demand curve for the base auction;  

(iii) inflection price is the price corresponding to the inflection point on the final demand curve for 
the base auction;  

(iv) minimum procurement volume is the minimum procurement volume for the base auction; 
and  

(v) inflection volume is the volume of capacity corresponding to the inflection point on the final 
demand curve for the base auction;  

“Capacity” as used in subsection 2(1)(d) only refers to “existing capacity” because it excludes new, 

refurbished and incremental capacity. The AESO should specifically reference “existing capacity” to 

properly capture the intent of the subsection, as indicated in our recommended changes to the rule in 

yellow highlighted text. 
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(b) calculate the slope below the inflection point of the final demand curve for the base auction that is 
established in accordance with Section 207.3, Shape of the Demand Curve in accordance with the 
following formula, expressed as an absolute value: 

 

 

where:  

(i) |slope n| is the absolute value of the slope below the inflection point of the final demand curve 
for the base auction;  

(ii) inflection price is the price corresponding to the inflection point on the final demand curve for 
the base auction;  

(iii) foot price is the price at the foot of the final demand curve for the base auction established 
in accordance with Section 207.3 of the ISO rules, Shape of the Demand Curve; 

(iv) inflection volume is the volume of capacity corresponding to the inflection point on the final 
demand curve for the base auction; and  

(v) foot volume is the volume of capacity corresponding to the foot of the final demand curve for 
the base auction established in accordance with Section 207.3 of the ISO rules, Shape of the 
Demand Curve;  

(c) calculate the average of the capacity that, if withheld, would effect a 10% change in the clearing 
price in accordance with the following formula: 

 

 

where:  

(i) |slope m| is the slope calculated in subsection 2(1)(b);  

(ii) |slope n|is the slope calculated in subsection 2(1)(c); and  

(iii) inflection price is the price corresponding to the inflection point on the final demand curve for 
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the base auction; and  

(d) calculate the minimum amount of existing capacity that a person must have under its offer control to 
withhold the average amount of capacity in subsection 2(1)(c) without sustaining any financial loss in 
accordance with the following formula: 

 

where:  

(i) average capacity is the average capacity calculated in accordance with subsection 2(1)(c). 

2(3) The ISO must, in accordance with the timelines established in the Capacity Market Auction Guidelines:  
(a) publish the minimum amount of capacity identified in subsection 2(1)(d); and  

(b) notify a person that has been identified in subsection 2(2) as having failed the market power 
screen. 

The capacity market power screen is not determinative of market power but rather a test to 

determine the persons who capacity market mitigation will apply to. 

We have proposed minor wording changes to refer to the use of a market power screen rather than 

market power itself, as indicated in our recommended changes to the rule in yellow highlighted text. 

Currently, the language in this rule refers to market power whereas the rule describes the use of a market 

power screen (and not other measures to determine market power) that is applied to determine whether a 

person passes or fails that market power screen. Market power is a term that is not defined and can be 

interpreted more broadly than the concept of market power screen that is included in this ISO Rule. 

4(2) A person must submit to the ISO the following information in the request referred to in subsection 4(1):  
 

(a) the avoidable costs of the asset for the obligation period and substantiating information;  
(b) a forecast of energy and ancillary services offsets including the forecasted energy and ancillary 
services prices, revenues, costs and expenses the information necessary for the ISO to calculate the 
energy and ancillary services offset in accordance with Section 206.11 of the ISO rules, Energy and 
Ancillary Services Offset for Assets; and  

(c) an attestation from a corporate officer of the legal owner that has offer control over the asset that 
the information provided pursuant to subsections 4(2)(a) and 4(2)(b) is accurate. 

The Energy and Ancillary Services Offset should be based on the owner’s views of forecasted 

energy and ancillary services revenue, not on a misguided forward pricing-based calculation 

performed by the AESO. 

TransAlta strongly disagrees with the use of the forward price methodology for calculating Energy and 

Ancillary Services Offsets (EAS Offsets) particularly where it is applied to a decision related to an owner’s 

assets. TransAlta stated the following in our CMD 4 comment matrix submitted on July 20, 2018: 

The Energy and Ancillary Services Offset for asset specific offer caps should not be 
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determined based on forward prices. 

As discussed in section 4 above, we disagree with using forward prices to determine the EAS 

Offset used in the Net CONE calculation and strongly disagree with using forward prices to 

determine asset-specific offer caps. In addition to our concerns raised above, we have little 

confidence that use of the forward price could be indicative of the expected captured energy price 

for a peaking asset and strongly oppose this crude method of being used to determine a capacity 

resource’s offer cap when bidding in the capacity auction. 

While forward prices may be acceptable if an asset were able to sell all of its production into the 

forward market, Alberta’s forward market is too illiquid to actually enable an owner to sell its full 

volume in this manner. Moreover, given the illiquidity of the forward market, an attempt to sell a 

large volume in the forward market could have significant impacts on price levels. Additionally, the 

forward products (base and peak) do not reflect the annual, seasonal, weekly, daily, and intra-

hourly production that a capacity resource has and would therefore be inadequate to use without 

a shape to estimate energy revenues with any accuracy.  

We also note that historically, short-term forwards traded at a premium to realized real-time 

energy prices, which suggests that an EAS Offset based on forwards would overestimate the 

revenues of a capacity resource. This is deeply concerning given that such a bias would result in 

a lower asset-specific offer cap and force the owner to offer at a level that in uneconomic even on 

an avoidable cost basis.  

Therefore, we strongly recommend that the EAS Offset for determining the asset specific offer 

cap should be based upon the owner’s views of forecasted energy and ancillary services revenue 

potential for their asset rather than standardized forward prices. 
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4(3) The ISO must request additional information from the person concerning the costs submitted in 
subsection 4(2)(a) where such costs, in the ISO’s determination, appear unreasonable. [Include the 
criteria and/or benchmarks used for determining reasonable costs] 

The AESO should fully describe the review process and the criteria that it will apply to test 

reasonableness. 

We appreciate that the AESO has added a requirement that it must request additional information from a 

pool participant if the ISO determines that previously provided information appears unreasonable. 

However, without fully described criteria or benchmarks that the AESO will use to determine the 

reasonableness of submitted costs, the AESO still essentially has broad discretion to unilaterally exclude 

costs from its determination of asset-specific costs for generating units and aggregated generating 

facilities. 

4(5) The ISO must review the capacity market participant’s forecast of energy and ancillary services offset 
and may, when a request is made for an asset-specific price cap under subsection 4(1):  
 

(a) Adjust the capacity market participant’s forecast of energy and ancillary services offset calculate 
the energy and ancillary services offset, using the methodology set out in Section 206.11 of the 
ISO rules, Energy and Ancillary Services Offset for Assets for the asset to which the request for 
the asset-specific offer price cap applies; and  
 

(b) subtract the energy and ancillary services offset referred to in subsection 4(5)(a) from the 
avoidable costs submitted in subsection 4(2)(a) less any costs excluded by the ISO in 
accordance with subsection 4(4). 

Calculating the EAS Offset based on forward market prices is fundamentally misguided and will 

lead to inaccurate estimates of asset-specific offer caps – rather, the AESO should review the 

owner’s submitted forecast of the EAS Offset for reasonableness. 

Please see our comments on Section 206.11: Energy and Ancillary Services Offset for Assets for more 

detail on our recommendation to have owners submit forecasts of the EAS Offset and for the AESO to 

review these submitted forecasts for reasonableness. 

4(6) The ISO must, if the ISO determines the amount calculated in subsection 4(5)(b) is greater than the offer 
price cap in subsection 3, provide to the person an asset-specific price cap equal to the amount determined 
in subsection 4(5)(b). 

The AESO should remove certain language from this subsection, as indicated in our recommended 

changes to the rule in yellow highlighted text, to reflect the changes we recommended to subsection 

4(5) above. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.7, Capacity Market 
Mitigation relates to the capacity market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 206.7, Capacity Market 
Mitigation should or should not be in effect for a fixed term 
and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.7, Capacity Market Mitigation and 
whether, in your view, Section 206.7, Capacity Market 
Mitigation meets the objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 206.7, Capacity Market Mitigation 
affects the performance of the capacity market and the 
electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.7, Capacity Market 
Mitigation  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 206.7, Capacity Market 
Mitigation taken together with all ISO rules and in light of the 
principle of a fair, efficient and openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
206.7, Capacity Market Mitigation  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments Please see Appendix 1 of TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(1) The ISO must select 250 hours from each obligation period to assess availability as follows:  

(a) calculate the supply cushion for every hour in an obligation period;  

(b) rank all hours based on supply cushion in ascending order;  

(c) remove hours in which there was a state of markets suspension;   

(d) within the order referred to in subsection 2(1)(b) and 2(1)(c), rank hours with equivalent supply 
cushion in ascending order from the most recent to the most distant of time; and  

(e) select the first 250 hours after ranking in accordance with subsection 2(1)(b) and 2(1)(d).  In cases 
where the 251 hour has an equivalent supply cushion as the 250 hour, one 250 historical data set will be 
created for each selection of equivalent supply cushion hours. 

The AESO should not rank equivalent supply cushion hours by recency when discounting an 

asset’s uniform capacity value. 

TransAlta is concerned with selection approach proposed by the AESO when it has equivalent supply 

cushion hours. Selection based on recency is does not reflect any resource adequacy principle, results in 

the arbitrary selection of 250 hours used to determine availability, and may result in a capacity resource 

being assigned availability penalties only due to the arbitrary selection of one equally tight hour over 

another. Therefore, in circumstances where the 251st hour has an equivalent supply cushion as the 250th 

hour, the AESO should be required to calculate each asset’s availability based upon the highest 

availability shown by the asset in either equivalent supply cushion hour. This will ensure that no asset is 

negatively impacted due to an arbitrary selection of 250 hours. 

6(1) The ISO must calculate the asset-specific penalty rate in $/MWh to be applied during the availability 
assessment, as follows:  

 

The proposal for asset-specific penalty rates is inconsistent with the development of a well-

defined and standard resource adequacy product – it should be removed and replaced with a 

penalty rate that is the same for all capacity resources. 

TransAlta disagrees with the proposal of asset-specific penalty rates, which is inconsistent with the 
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𝑎𝑠𝑠𝑒𝑡-𝑠𝑝𝑒𝑐𝑖𝑓𝑖𝑐 𝑝𝑒𝑛𝑎𝑙𝑡𝑦 𝑟𝑎𝑡𝑒 = 
𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑎𝑤𝑎𝑟𝑑×12 

𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑐𝑜𝑚𝑚𝑖𝑡𝑚𝑒𝑛𝑡×𝑎𝑣𝑎𝑖𝑙𝑎𝑏𝑖𝑙𝑖𝑡𝑦 ℎ𝑜𝑢𝑟𝑠 

where:  

(a) capacity award in $/month is calculated for the asset in accordance with Section 103.10 of the ISO 
rules, Capacity Award Calculation as a weighted average of capacity auction prices based on volumes 
procured by the AESO in the base and rebalancing auctions;  

(b) capacity commitment is the capacity commitment associated with the asset; and  

(c) availability hours is the number of availability hours established in accordance with subsection 2(2). 

development of a well-defined and standard resource adequacy product because it creates different 

penalty rates across capacity resources. The creation of asset-specific penalty rates creates different 

financial consequences for same resource adequacy performance and defines a non-fungible capacity 

product that will impede secondary market transactions such as asset substitution and ex post volume 

reallocation, which can lead to higher cost to consumers. 

Our proposed changes to the rule language create a standard penalty rate that is based upon the volumes 

that the AESO procures in the base and rebalancing auctions and weighs the base and rebalancing 

auction prices by those volumes. Any capacity that the AESO sells back in the rebalancing auctions will 

not be included in the calculation. This weighting approach ensures that the penalty rate reflects price to 

load of the capacity procured to meet resource adequacy in the obligation period. It also achieves the 

main objective of deterring under-availability and under-delivery of a capacity commitment. Moreover, it 

makes administration of the capacity performance obligation regime easier and obviates the need for 

subsection 6(2) and 10(2) because it avoids situations where the penalty rate calculation can result in a 

negative value, which would create the perverse incentive to not perform. This approach is also more 

consistent with the penalty rates that are set in advance in PJM and ISO-NE. 

We acknowledge concerns that assets may be penalized at rates not reflective of their revenues, but this 

risk is mitigated by allowing all capacity resources to factor in a common and standard penalty rate in the 

penalty risk premium included in their capacity market offers in the base and rebalancing auctions, and 

with the application of monthly and annual penalty caps that are based on the specific capacity revenues 

earned by the resource. 

6(2) The ISO must establish the asset-specific penalty rate in $/MWh as:  
(a) $133/MWh, if the rate calculated in accordance with subsection 6(1) is less than $133/MWh and 
the clearing price of the base auction was greater than $33/kW-year;  
(b) $0/MWh, if the rate calculated in accordance with subsection 6(1) is less than $0/MWh and the 
clearing price of the base auction was less than or equal to $33/kW-year; or  

This subsection should be removed – please see our recommendation in subsection 6(1) for a 

penalty rate calculation approach that eliminates the need for subsection 6(2). 
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(c) the rate calculated in accordance with subsection 6(1) in all other cases. 

7(1) The ISO must, as soon as practicable after an obligation period, identify the asset’s availability 
volume in MWh during each of the availability hours identified in subsection 2 as follows:  

(a) for an asset with a uniform capacity value based on a capacity factor as determined in Section 
206.3 of the ISO rules, Uniform Capacity Value Determination, availability volume is the sum of the 
following for each settlement interval, as applicable:  

(i) metered energy;  

(ii) in the case of an asset that was subject to a dispatch for spinning reserve or 
supplemental reserve, the volume that was provided according to Section 205.5 of the ISO 
rules, Spinning Reserve Technical Requirements and Performance Standards or Section 205.6 
of the ISO rules, Supplemental Reserve Technical Requirements and Performance Standards;  

(iii) in the case of an asset that provides regulating reserve, the volume based on the 
regulating reserve provided pursuant to Section 205.4 of the ISO rules, Regulating Reserve 
Technical Requirements and Performance Standards that is not captured as metered energy; 
and  

(iv) in the case of an asset that was impacted by a transmission market constraint, the 
volume that was curtailed; 

(b) for an asset with a uniform capacity value based on availability factor as determined in Section 
206.3 of the ISO rules, Uniform Capacity Value Determination, availability volume is equal to:  

(i) the available capability submitted into the Energy Trading System where the electric energy 
was available for dispatch for that settlement interval; or  

(ii) 0 MW when there was no electric energy from the asset available for dispatch for that 
settlement interval;  

(c) for a load asset providing guaranteed load reduction, availability volume is the available capability 
for that settlement interval;  

(d) for a load asset providing firm consumption level, availability volume is based on the difference 

It is unclear why self-supply resources that participate gross-to-grid would have availability 

measured using a linear regression approach. 

We question whether subsection 7(1)(e) is drafted as intended, particularly the yellow highlighted text. 

Gross-to-grid self-supply resources should offer all of their volumes (on a gross basis) in the energy 

market. It is unclear why there is any need to apply a linear regression approach, which is used to 

translate a gross uniform capacity value to a net uniform capacity value for a net-to-grid self-supply site. 

The measurement of a gross-to-grid resource is not done on a net basis but rather on the resource’s 

generation independent of on-site load. Therefore, a gross-to-grid resource should be measured for 

availability in the same manner that applies to other generation capacity resources that are not self-supply 

resources. 
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between the look-back baseline calculated in accordance with subsection 4 and the asset’s firm 
consumption level as declared for the obligation period;  

(e) for self-supply assets that are dispatched gross to grid, availability volume is based on the linear 
regression approach set out in Section 206.3 of the ISO rules, Determination of Uniform Capacity Value; 
and  

(f) for an import asset, availability volume is the available capability for that settlement interval 
capped at the volume of long term firm transmission capacity for the asset subject to a 
capacity commitment. 

7(2) The ISO must adjust the delivery volumes identified in subsection 7(1) for each availability hour to 
include any availability volume adjustments due to any substitutions which was approved in accordance 
with Section 206.9 of the ISO rules, Asset Substitution. 

Disallowance of asset substitution for availability assessments creates unmitigable penalty risk 

and reduces the incentives for market participants to minimize supply scarcity and resource 

adequacy events – therefore, availability volumes should be adjusted for asset substitutions. 

We have proposed the addition of a new subsection allowing asset substitutions to be included as an 

availability volume adjustment. Our reasons for the addition were expressed in our CMD 4 comment 

matrix submitted on July 20, 2018 in which TransAlta stated: 

Asset substitution should apply to availability assessments. 

The progress made between CMD1 to CMD3 with respect to risk management has been 

undermined by the AESO’s sudden and unexpected change to the asset substitution proposal in 

CMD4. Specifically, the removal of asset substitution for availability assessments creates 

unmitigable penalty risk and reduces the incentives for market participants to engage in 

appropriate, proactive risk management to minimize supply scarcity and resource adequacy 

events. The potential for this change was not indicated at any point between CMD1 to CMD4, nor 

was it discussed at any of the CMD working group sessions including the recent June working 

group meetings. The AESO did not provide any explanation for the change except for the CMD4 

stakeholder consultation meeting held on July 10, 2018, where the AESO stated that it felt that 
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availability performance is measured based on an average of a capacity resource’s performance 

during the 250 tightest hours in a year and that averaging was, in the AESO’s view, sufficient to 

mitigate risks. 

We strongly disagree with the AESO’s views. First, the use of an average to calculate and 

measure availability performance is a mitigating factor and it does not drive the right incentives to 

manage or prevent resource adequacy shortfalls. While it is true that a market participant may be 

credited with a benefit from overperforming in one availability assessment hour to reduce or 

eliminate an availability payment adjustment from under-performance in another assessment 

hour, intertemporal averaging does not encourage the right risk management behaviour. Actual 

resource adequacy shortfalls cannot be managed by taking overperformance from one period to 

compensate for underperformance in another period. Resource adequacy shortfalls and market 

tightness can only be managed by ensuring that sufficient resources are available in real time to 

meet system needs. Encouraging ex-ante asset substitution to ensure that there is sufficient real-

time supply best encourages the appropriate behavior to address resource adequacy concerns. 

Second, the AESO’s proposal to disallow asset substitution for availability assessments will 

discourage appropriate risk management. Asset substitution should be encouraged as it is a 

proactive and cost-effective mechanism that incentivizes market participants to substitute capacity 

resources to ensure that all capacity obligations are met and resource adequacy issues are 

averted ahead of time. There are no costs to consumers associated with asset substitution - it is 

simply a mechanism that allows capacity obligations to be traded to resources that are best able 

to meet real-time availability and delivery requirements, increases transparency of resource 

adequacy supply, reduces the probability of resource adequacy events, and mitigates shocks to 

capacity and energy prices for consumers. This not only prevents emergency alert events from 
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occurring but also helps to ensure that the energy market is less supply constrained, with the 

commensurate benefit of lower energy prices for consumers. However, the incentive to arrange 

asset substitution is greatly diminished if the capacity resource owner receives no credit in terms 

of availability measurement for the system benefit that it creates by ensuring that its capacity 

obligation is covered through an asset substitution transaction. In fact, a disincentive is created 

because the owner incurs a cost to arrange an asset substitution but still faces availability 

performance risk despite ensuring that its capacity obligation was met. 

Third, disallowing asset substitution for availability assessment results in perverse penalties. 

Owners are subject to payment adjustments for both availability and performance penalties if a 

capacity resource does not generate during an Emergency Energy Alert (EEA) event. Under the 

proposed framework for asset substitution, an owner can arrange an asset substitution to ensure 

that another capacity resource meets his capacity obligation by generating during an EEA but 

could still be penalized for availability performance. In other words, the AESO proposes to 

penalize an owner that has ensured that replacement capacity is available to meet a resource 

adequacy event. 

Given the clear benefits of allowing asset substitution to apply to availability assessments and our 

understandable confusion with the AESO’s recent change to revoke asset substitution for availability 

assessments, we strongly encourage the AESO to reconsider its position in the ISO Rule drafting phase 

and allow asset substitution to apply to availability assessments. 

7(32) The ISO must calculate the assessment volume in MWh for an asset in accordance with the 
following formula: 

𝑎𝑠𝑠𝑒𝑠𝑠𝑚𝑒𝑛𝑡 𝑣𝑜𝑙𝑢𝑚𝑒= [Σ𝑎𝑣𝑎𝑖𝑙𝑎𝑏𝑖𝑙𝑖𝑡𝑦 𝑣𝑜𝑙𝑢𝑚𝑒]−𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑐𝑜𝑚𝑚𝑖𝑡𝑚𝑒𝑛𝑡×𝑎𝑣𝑎𝑖𝑙𝑎𝑏𝑖𝑙𝑖𝑡𝑦 ℎ𝑜𝑢𝑟𝑠 

where:  

Minor update to subsection numbering to reflect the addition of subsection 7(2). 
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(a) availability volume is the availability volume in MWh identified in subsection 7(1), as 
applicable;  

(b) capacity commitment is the capacity commitment associated with the asset; and  

(c) availability hours is the number of availability hours established in accordance with 
subsection 2. 

8(1) The ISO must, when the assessment volume calculated in accordance with subsection 7(2) is 
negative, calculate the under-availability adjustment in dollars for an asset subject to a capacity 
commitment in accordance with the following formula:  

𝑢𝑛𝑑𝑒𝑟-𝑎𝑣𝑎𝑖𝑙𝑎𝑏𝑖𝑙𝑖𝑡𝑦 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 = 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 𝑟𝑎𝑡𝑒 40% x 1.3 x penalty rate × 𝑎𝑠𝑠𝑒𝑠𝑠𝑚𝑒𝑛𝑡 𝑣𝑜𝑙𝑢𝑚𝑒  

where:  

(a) adjustment penalty rate is the adjustment rate in $/MWh calculated in accordance with subsection 
6(1) 8(2); and  

(b) assessment volume is the assessment volume in MWh calculated in accordance with subsection 
7(3)7(2). 

The asset-specific adjustment should be removed from the calculation approach in this 

subsection. Please see our recommendation in subsection 6(1) for a penalty rate calculation 

approach that eliminates the need for the adjustment rate calculation in this subsection. 

 

8(2) The ISO must, when the assessment volume calculated in accordance with subsection 7(2) is 
negative, calculate the under-availability adjustment in dollars for an asset subject to a capacity 
commitment in accordance with the following formula:  

𝑢𝑛𝑑𝑒𝑟-𝑎𝑣𝑎𝑖𝑙𝑎𝑏𝑖𝑙𝑖𝑡𝑦 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 = 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 𝑟𝑎𝑡𝑒 × 𝑎𝑠𝑠𝑒𝑠𝑠𝑚𝑒𝑛𝑡 𝑣𝑜𝑙𝑢𝑚𝑒  

where:  

(a) adjustment is the adjustment rate in $/MWh calculated in accordance with subsection 8(2); and  

(b) assessment volume is the assessment volume in MWh calculated in accordance with 
subsection 7(2). 

This subsection should be removed. Please see our recommendation in subsection 6(1) for a 

penalty rate calculation approach that eliminates the need for subsection 8(2). 

 

9(1) The ISO must, when the assessment volume calculated in accordance with subsection 7(3)(2) is 
positive, calculate the over-availability adjustment in dollars for an asset subject to a capacity 

Minor update to subsection numbering to reflect proposed subsection 7(2) above. 
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commitment in accordance with the following formula:  

𝑜𝑣𝑒𝑟-𝑎𝑣𝑎𝑖𝑙𝑎𝑏𝑖𝑙𝑖𝑡𝑦 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 = 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 𝑟𝑎𝑡𝑒 × 𝑎𝑠𝑠𝑒𝑠𝑠𝑚𝑒𝑛𝑡 𝑣𝑜𝑙𝑢𝑚𝑒  

where:  

(a) adjustment rate is the adjustment rate calculated in accordance with subsection 9(2); and  

(b) assessment volume is the volume in MWh calculated in accordance with subsection 7(3)(2). 

9(2) The ISO must, in calculating the over-availability adjustment in subsection 9(1), calculate the 
adjustment rate in $/MWh in accordance with the following formula:  

|𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 𝑟𝑎𝑡𝑒|= Σ𝑢𝑛𝑑𝑒𝑟-𝑎𝑣𝑎𝑖𝑙𝑎𝑏𝑖𝑙𝑖𝑡𝑦 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡𝑠/Σ𝑝𝑜𝑠𝑖𝑡𝑖𝑣𝑒 𝑎𝑠𝑠𝑒𝑠𝑠𝑚𝑒𝑛𝑡 𝑣𝑜𝑙𝑢𝑚𝑒𝑠  

where:  

(a) under-availability adjustments is the sum of all under-availability adjustments determined in 
accordance with 8(3) for all assets subject to a capacity commitment in an obligation period; and  

(b) positive assessment volumes is the sum of all positive assessment volumes calculated in accordance 
with subsection 7(3)(2) for all assets subject to a capacity commitment in an obligation period. 

Minor update to subsection numbering to reflect proposed subsection 7(2) above. 

10(1) The ISO must calculate the asset-specific penalty rate in $/MWh for an asset, to be applied during 
the delivery assessments in accordance with the following formula:  

𝑎𝑠𝑠𝑒𝑡-𝑠𝑝𝑒𝑐𝑖𝑓𝑖𝑐 𝑝𝑒𝑛𝑎𝑙𝑡𝑦 𝑟𝑎𝑡𝑒 = 
𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑎𝑤𝑎𝑟𝑑×12 

𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑐𝑜𝑚𝑚𝑖𝑡𝑚𝑒𝑛𝑡×delivery ℎ𝑜𝑢𝑟𝑠 

 

where:  

(a) capacity award is the capacity award in $/month calculated for the asset in accordance with Section 
103.10 of the ISO rules, Capacity Award Calculation as a weighted average of capacity auction prices 
based on volumes procured by the AESO in the base and rebalancing auctions;  

References to an asset-specific penalty rate should be removed from this subsection. Please see 

our recommendation in subsection 6(1) for an explanation of our proposed changes to the penalty 

rate calculation. 
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(b) capacity commitment is the capacity commitment associated with an asset; and  

(c) delivery hours is the greater of:  

(i) 20; or  

(ii) the forecasted number of energy supply shortfall hours for the obligation period as given in the 
Capacity Market Auction Guidelines published for the last rebalancing auction of the obligation 
period. 

10(2) The ISO must establish the asset-specific penalty rate as:  

(a) $1,667/MWh, if the rate calculated in accordance with subsection 10(1) is less than $1,667/MWh and 
the clearing price of the base auction was greater than $33/kW-year;  

(b) $0/MWh, if the rate calculated in accordance with subsection 10(1) is less than $0/MWh and the 
clearing price of the base auction was less than or equal to $33/kW-year; or  

(c) the rate calculated in accordance with subsection 10(1), in all other cases. 

This subsection should be removed. Please see our recommendation in subsection 6(1) for a 

penalty rate calculation approach that eliminates the need for subsection 10(2). 

12(1) The ISO must, if the assessment volume determined in accordance with subsection 11(3) is 
negative, calculate the under-delivery adjustment in dollars for an asset subject to a capacity 
commitment in accordance with the following formula: 𝑢𝑛𝑑𝑒𝑟-𝑑𝑒𝑙𝑖𝑣𝑒𝑟𝑦 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 = 60% x 1.3 x 
penalty rate 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 𝑟𝑎𝑡𝑒 × 𝑎𝑠𝑠𝑒𝑠𝑠𝑚𝑒𝑛𝑡 𝑣𝑜𝑙𝑢𝑚𝑒  

where:  

(a) penalty adjustment rate is the adjustment rate calculated in subsection 6(1)12(2); and  

(b) assessment volume is the assessment volume determined in subsection 11(3). 

The asset-specific adjustment should be removed from the calculation approach in this 

subsection. Please see our recommendation in subsection 6(1) for an explanation of our proposed 

changes to the penalty rate calculation. 

12(2) The ISO must, in calculating the under-delivery adjustment rate in subsection 12(1), calculate the 
adjustment rate in $/MWh in accordance with the following formula: 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 𝑟𝑎𝑡𝑒 =0.6 × 1.3 × 𝑎𝑠𝑠𝑒𝑡-
𝑠𝑝𝑒𝑐𝑖𝑓𝑖𝑐 𝑝𝑒𝑛𝑎𝑙𝑡𝑦 𝑟𝑎𝑡𝑒  

where:  

This subsection should be removed. Please see our recommendation in subsection 6(1) for a 

penalty rate calculation approach that eliminates the need for subsection 10(2). 
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(a) asset-specific penalty rate is the asset-specific penalty rate determined in subsection 10. 

14(1) The ISO must cap under-delivery adjustments for an asset during a settlement period at the 
lesser of:  

(a) 3 times the capacity award calculated in accordance with Section 103.10 of the ISO rules, Capacity 
Award Calculation; or  

(b) an amount calculated in accordance with the following formula, if the asset-specific penalty rate for 
an asset’s delivery assessments is established at $1,667/MWh in accordance with subsection 10(2)(a): 

𝑚𝑜𝑛𝑡ℎ𝑙𝑦 𝑢𝑛𝑑𝑒𝑟 𝑑𝑒𝑙𝑖𝑣𝑒𝑟𝑦 𝑝𝑎𝑦𝑚𝑒𝑛𝑡 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 𝑐𝑎𝑝 = 𝑑𝑒𝑓𝑎𝑢𝑙𝑡 𝑟𝑎𝑡𝑒 × 𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑐𝑜𝑚𝑚𝑖𝑡𝑚𝑒𝑛𝑡 / 12× 3  

where:  

(i) default rate is $33/kW-year * 1000 a defined term in the Consolidated Authoritative Document 
Glossary; and  

(ii) capacity commitment is the capacity commitment associated with the asset. 

It is unclear how the default rate value of $33/kW-year * 1000 was determined, or whether it is a 

reasonable estimate. Therefore, the language should be amended so that it references the term 

defined in the Consolidated Authoritative Document Glossary rather than the specific numerical 

value. 

We are also unclear if the AESO plans to select the lesser of or greater of 14(1)(a) or 14(1)(b). We 

recommend that the AESO clarify “the lesser of” the two so that the monthly cap cannot exceed 3x 

monthly capacity revenues. 

14(3) The ISO must, if the asset-specific penalty rate for an asset’s availability assessment is 
established at $133/MWh in accordance with subsection 6(2)(a), or if the asset-specific penalty rate for 
an asset’s delivery assessments is established at $1,667/MWh in accordance with subsection 10(2)(a), 
cap the sum of any under-availability adjustment and under-delivery adjustments for such asset in an 
obligation period at an amount in dollars equal to: 𝑎𝑛𝑛𝑢𝑎𝑙 𝑢𝑛𝑑𝑒𝑟 𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝑐𝑎𝑝 = 𝑑𝑒𝑓𝑎𝑢𝑙𝑡 𝑟𝑎𝑡𝑒 × 
𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑐𝑜𝑚𝑚𝑖𝑡𝑚𝑒𝑛𝑡 × 1.3  

where:  

(a) default rate is $33/kw-year x 1000 a defined term in the Consolidated Authoritative Document 
Glossary; and  

(b) capacity commitment is the capacity commitment associated with an asset. 

Please see our recommendation in subsection 6(1) for a penalty rate calculation approach that 

eliminates the need for consideration of asset-specific penalties in subsection 14(3).  

Additionally, it is unclear how the default rate value of $33/kW-year * 1000 was determined, or whether it 

is a reasonable estimate. Therefore, the language should be amended so that it references the term 

defined in the Consolidated Authoritative Document Glossary rather than the specific numerical value. 

15(2) The ISO must, if the asset-specific penalty rate for an asset’s availability assessment is 
established at $133/MWh in accordance with subsection 6(2)(a) or if the asset-specific penalty rate for 
an asset’s delivery assessments is established at $1,667/MWh in accordance with subsection 10(2)(a), 

Please see our recommendation in subsection 6(1) for a penalty rate calculation approach that 

eliminates the need for consideration of asset-specific penalties in subsection 15(2).  
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cap the sum of any over-availability adjustment and over-delivery adjustments for each obligation 
period at an amount in dollars for such asset in accordance with the following formula: 𝑎𝑛𝑛𝑢𝑎𝑙 𝑜𝑣𝑒𝑟 
𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝑐𝑎𝑝 = 𝑑𝑒𝑓𝑎𝑢𝑙𝑡 𝑟𝑎𝑡𝑒 × 𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦 𝑐𝑜𝑚𝑚𝑖𝑡𝑚𝑒𝑛𝑡 

where:  

(a) default rate is $33/kw-year x 1000 a defined term in the Consolidated Authoritative Document 
Glossary; and  

(b) capacity commitment is the capacity commitment associated with an asset. 

Additionally, it is unclear how the default rate value of $33/kW-year * 1000 was determined, or whether it 

is a reasonable estimate. Therefore, the language should be amended so that it references the term 

defined in the Consolidated Authoritative Document Glossary rather than the specific numerical value. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.8, Obligation Period 
Performance Assessments relates to the capacity market 
and why or why not 

Please see Appendix 1 to TransAlta’s submission. 

2 whether you agree that Section 206.8, Obligation Period 
Performance Assessments should or should not be in effect 
for a fixed term and why or why not 

Please see Appendix 1 to TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.8, Obligation Period Performance 
Assessments and whether, in your view, Section 206.8, 
Obligation Period Performance Assessments meets the 
objective or purpose 

Please see Appendix 1 to TransAlta’s submission. 

4 how, in your view, Section 206.8, Obligation Period 
Performance Assessments affects the performance of the 
capacity market and the electricity market 

Please see Appendix 1 to TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.8, Obligation Period 
Performance Assessments  

Please see Appendix 1 to TransAlta’s submission. 

6 whether you agree with Section 206.8, Obligation Period 
Performance Assessments taken together with all ISO rules 
and in light of the principle of a fair, efficient and openly 
competitive market 

Please see Appendix 1 to TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
206.8, Obligation Period Performance Assessments  

Please see Appendix 1 to TransAlta’s submission. 
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Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 to TransAlta’s submission. 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 to TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 to TransAlta’s submission. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2014/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(1) A capacity market participant for an asset subject to a capacity commitment must, in order to 
substitute delivery or availability volumes from another asset, submit a complete application, available on 
the AESO website, to the ISO following the last rebalancing auction, prior to the effective time of the 
substitution. 

The AESO’s decision to remove asset substitution for availability assessments was made without 

justification and ignored the benefits asset substitution provides to consumers and generators. As 

such, asset substitutions should be included as an availability volume adjustment.  Asset 

substitutions should not be restricted to after the last rebalancing auction as this mechanism may 

be the only means to allow capacity market participants to procure capacity for less than one year 

to meet a capacity obligation. 

We have proposed several additions throughout Section 206.9: Asset Substitution to allow asset 

substitutions to be included as an availability volume adjustment. Our reasons for the additions were 

originally expressed in our CMD 4 comment matrix, submitted on July 20, 2018, in which we stated: 

Asset substitution should apply to availability assessments.  

The progress made between CMD1 to CMD3 with respect to risk management has been 

undermined by the AESO’s sudden and unexpected change to the asset substitution proposal in 

CMD4. Specifically, the removal of asset substitution for availability assessments creates 

unmitigable penalty risk and reduces the incentives for market participants to engage in 
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appropriate, proactive risk management to minimize supply scarcity and resource adequacy 

events. The potential for this change was not indicated at any point between CMD1 to CMD4, nor 

was it discussed at any of the CMD working group sessions including the recent June working 

group meetings. The AESO did not provide any explanation for the change except for the CMD4 

stakeholder consultation meeting held on July 10, 2018, where the AESO stated that it felt that 

availability performance is measured based on an average of a capacity resource’s performance 

during the 250 tightest hours in a year and that averaging was, in the AESO’s view, sufficient to 

mitigate risks. 

We strongly disagree with the AESO’s views. 

First, the use of an average to calculate and measure availability performance is a mitigating 

factor and it does not drive the right incentives to manage or prevent resource adequacy 

shortfalls. While it is true that a market participant may be credited with a benefit from over-

performing in one availability assessment hour to reduce or eliminate an availability payment 

adjustment from under-performance in another assessment hour, intertemporal averaging does 

not encourage the right risk management behaviour. Actual resource adequacy shortfalls cannot 

be managed by taking over-performance from one period to compensate for underperformance in 

another period. Resource adequacy shortfalls and market tightness can only be managed by 

ensuring that sufficient resources are available in real time to meet system needs. Encouraging 

ex-ante asset substitution to ensure that there is sufficient real-time supply best encourages the 

appropriate behavior to address resource adequacy concerns. 

Second, the AESO’s proposal to disallow asset substitution for availability assessments will 

discourage appropriate risk management. Asset substitution should be encouraged as it is a 

proactive and cost-effective mechanism that incentivizes market participants to substitute capacity 
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resources to ensure that all capacity obligations are met and resource adequacy issues are 

averted ahead of time. There are no costs to consumers associated with asset substitution - it is 

simply a mechanism that allows capacity obligations to be traded to resources that are best able 

to meet real-time availability and delivery requirements, increases transparency of resource 

adequacy supply, reduces the probability of resource adequacy events, and mitigates shocks to 

capacity and energy prices for consumers. This not only prevents emergency alert events from 

occurring but also helps to ensure that the energy market is less supply constrained, with the 

commensurate benefit of lower energy prices for consumers. However, the incentive to arrange 

asset substitution is greatly diminished if the capacity resource owner receives no credit in terms 

of availability measurement for the system benefit that it creates by ensuring that its capacity 

obligation is covered through an asset substitution transaction. In fact, a disincentive is created 

because the owner incurs a cost to arrange an asset substitution but still faces availability 

performance risk despite ensuring that its capacity obligation was met. Third, disallowing asset 

substitution for availability assessment results in perverse penalties. Owners are subject to 

payment adjustments for both availability and performance penalties if a capacity resource does 

not generate during an Emergency Energy Alert (EEA) event. Under the proposed framework for 

asset substitution, an owner can arrange an asset substitution to ensure that another capacity 

resource meets his capacity obligation by generating during an EEA but could still be penalized 

for availability performance. In other words, the AESO proposes to penalize an owner that has 

ensured that replacement capacity is available to meet a resource adequacy event. 

Additionally, we see a strong need to enable asset substitution for availability assessments because it will 

be the only mechanism to procure capacity in less than one-year terms. Capacity providers should be 

incentivized to use asset substitution, which ensures that capacity commitments are met with truly 

available resources that ensure resource adequacy and truly minimize the risk of supply shortfall. 
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Averaging availability performance does not address real-time adequacy concerns and does not provide 

the right incentive for capacity resource providers to proactively manage system reliability risks. 

TransAlta also explains the need to allow asset substitution at any time (even before the base auction) in 

our comments to Section 206.4: Offers and Bids for Capacity.  For ease of reference, we have reproduced 

those comments below: 

Asset substitutions are a key mechanism for new, refurbished and incremental capacity to procure 

partial periods of capacity to meet a capacity commitment. As such, TransAlta has proposed 

changes to Section 206.9: Asset Substitution to allow capacity market participants to enter into 

asset substitution for any amount time during their obligation period. 

2(2) A capacity market participant must, include in the application referred to in subsection 2(1) the 
following:  

(a) the unique identifiers of the assets receiving and providing the substitute delivery or 
availability volume referred to in subsection 2(1);  

(b) verification that the capacity market participant providing the substitute delivery or 
availability volumes agrees with the substitution;  

(c) the effective time and duration of the delivery or availability volume substitution; and  

(d) the amount of delivery or availability volume subject to the substitution. 

Please see our comments to subsection 2(1) above. 

2(3) The ISO may request additional clarification or information regarding a delivery or availability 
volume substitution request or supporting documents from the capacity market participant. 

Please see our comments to subsection 2(1) above. 

3(1) 

The ISO must, based on the information in the application provided in accordance with subsection 2, be 
satisfied that:  

The requirements for an Alberta resource to qualify as asset substitution capacity are overly 

restrictive, and importantly, inconsistent with the requirements for external resources selling 

capacity in Alberta. To create a level playing field for internal and external capacity resources, 
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(a) the asset providing the substitute delivery volume:  

(i) has an assigned uniform capacity value and is not subject to a capacity 
commitment for the obligation period; or  

(ii) is subject to a capacity commitment less than the uniform capacity value of the 
asset for the obligation period;  

(b) where the substitute delivery or availability volume is provided from an asset with new 
capacity, refurbished capacity or incremental capacity such asset will be energized and 
commissioned by the effective date of the substitution;  

(c) the duration of the substitution is:  

(i) a minimum of one settlement interval; and  

(ii) up to a maximum of an entire obligation period; 

(d) the amount of the substitution is:  

(i) a minimum of 1 MW; and  

(ii) equal to or less than the capacity commitment associated with the asset receiving 
the substitute delivery volumes;  

(e) the substitution has been agreed to by the capacity market participant providing the 
substitute delivery volume;  

(f) where multiple substitutions are in effect or proposed for the asset receiving the substitute 
delivery or availability volumes over the same duration, the total substitute delivery or availability 
volume must be less than or equal to the capacity commitment of that asset; and  

(g) the substitute delivery or availability volume is not committed to a different asset for all or a 
portion of the duration in subsection 2(2)(c). 

subsections 3(1)(a) and 3(1)(d)(ii) should be removed. 

There are significant differences between the proposed requirements for external resources, which can 

freely substitute with assets outside of the province to meet their capacity commitments, and the 

excessively restrictive requirements for asset substitutions for internal capacity resources located within 

the Alberta control area. And since the AESO decided to allow external resources to participate as 

aggregated or system-backed resources without a requiring them to specify physical assets, the same 

opportunity should be afforded to internal resources. To not do so, is unfair and favours external 

resources. 

Removing subsections 3(1)(a) and 3(1)(d)(ii) will create a level playing field and provide internal resources 

the same flexibility as external resources. Furthermore, allowing asset substitution for internal resources 

supports resource adequacy (by matching load with previously uncommitted and/or uncleared capacity 

including delisted resources), provides the market flexibility (incentivizes resources to operate and 

participate in the energy market), and minimizes costs to consumers (by reducing capacity penalty risk for 

generators and energy price risk by ensuring supply adequacy). 

Additionally, please see our comments to subsection 2(1) above regarding asset substitution for 

availability assessments. 

4(1) The ISO must, following a delivery hour, calculate the excess availability volumes for an asset 
providing substitute availability volumes pursuant to a substitution approved by the ISO in subsection 
3(2) in accordance with the following formula:  

Please see our comments to subsection 2(1). 
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Excess availability volume = availability volume − (capacity commitment × availability 
performance assessment duration) 

where:   

(a) availability volume is the availability volume identified in accordance with subsection 7(1) of 
Section 206.8: Obligation Period Performance of the ISO Rules;  

(b) capacity commitment is: 

(i) the capacity commitment associated with the asset; or   

(ii) 0, in the case that the asset is not subject to a capacity commitment;  

(c) availability performance assessment duration is the hours of availability assessment.  

4(2) The ISO must, when calculating the under-availability adjustment or over-availability adjustment for 
approved substitute availability volumes in respect of the asset which requested the substitution, use the 
methodology in Section 206.8: Obligation Period Performance of the ISO Rules based on: 

(a) Any payment adjustment rate determined for the asset which requested the substitution; and 

(b) Any maximum payment adjustment amounts for under-availability and over-availability for the 
asset which requested the substation. 

Please see our comments to subsection 2(1). 

4(3) The ISO must, if the excess availability volume calculated in subsection 4(1) is positive, allocate the 
excess availability volume to the assets that have a negative availability assessment volume calculated 
in subsection 4(2) based on the order of priority that the requests for substitution from the asset referred 
to in subsection 4(1) were received by the ISO. 

Please see our comments to subsection 2(1). 

4(4) The ISO must, when allocating the excess availability volume in subsection 4(3), allocate an amount 
of excess availability volume up to the absolute value of such assets negative availability assessment 
volume. 

Please see our comments to subsection 2(1). 

4(5) The ISO must, if any excess availability volumes remain after allocating in accordance with 
subsections 4(3) and 4(4), allocate the remaining excess availability volume to the asset providing 
substitute delivery volumes. 

Please see our comments to subsection 2(1). 
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54(1) The ISO must, following a delivery hour, calculate the excess delivery volumes for an asset 
providing substitute delivery volumes pursuant to a substitution approved by the ISO in subsection 3(2) 
in accordance with the following formula: 

 Excess delivery volume = delivery volume – (capacity commitment x supply shortfall duration x 
balancing ratio)  

where:  

(a) delivery volume is the delivery volume identified in accordance with subsection 11(1) of 
Section 206.8 of the ISO rules, Obligation Period Performance;  

(b) capacity commitment is:  

(i) the capacity commitment associated with the asset; or  

(ii) 0, in the case that the asset is not subject to a capacity commitment;  

(c) supply shortfall duration is the minutes of the supply shortfall event in the settlement 
interval divided by 60 minutes; and  

(d) balancing ratio is the balancing ratio calculated for the delivery hour in accordance with 
Section 206.8 of the ISO rules, Obligation Period Performance. 

Minor section numbering change to reflect the new subsection 4 addition. 

54(2) The ISO must, following a delivery hour, calculate the delivery assessment volume in accordance 
with Section 206.8 of the ISO rules, Obligation Period Performance, for an asset approved to receive 
substitute delivery volumes from the asset referred to in subsection 54(1) without adjusting for any 
substitutions. 

Minor section numbering change to reflect the new subsection 4 addition. 

54(3) The ISO must, if the excess delivery volume calculated in subsection 54(1) is positive, allocate the 
excess delivery volume to the assets that have a negative delivery assessment volume calculated in 
subsection 54 (2) based on the order of priority that the requests for substitution from the asset referred 
to in subsection 54(1) were received by the ISO. 

Minor section numbering change to reflect the new subsection 4 addition. 

54 (4) The ISO must, when allocating the excess delivery volume in subsection 54 (3), allocate an 
amount of excess delivery volume up to the absolute value of such assets negative delivery assessment 

Minor section numbering change to reflect the new subsection 4 addition. 
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volume. 

54(5) The ISO must, if any excess delivery volumes remain after allocating in accordance with 
subsections 54(3) and 54(4), allocate the remaining excess delivery volume to the asset providing 
substitute delivery volumes. 

Minor section numbering change to reflect the new subsection 4 addition. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.9, Asset Substitution 
relates to the capacity market and why or why not 

Please see Appendix 1 to TransAlta’s submission. 

2 whether you agree that Section 206.9, Asset Substitution 
should or should not be in effect for a fixed term and why or 
why not 

Please see Appendix 1 to TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.9, Asset Substitution and whether, in 
your view, Section 206.9, Asset Substitution meets the 
objective or purpose 

Please see Appendix 1 to TransAlta’s submission. 

4 how, in your view, Section 206.9, Asset Substitution affects 
the performance of the capacity market and the electricity 
market 

Please see Appendix 1 to TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.9, Asset Substitution  

Please see Appendix 1 to TransAlta’s submission. 

6 whether you agree with Section 206.9, Asset Substitution 
taken together with all ISO rules and in light of the principle of 
a fair, efficient and openly competitive market 

Please see Appendix 1 to TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 206.9, 
Asset Substitution  

Please see Appendix 1 to TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 to TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 to TransAlta’s submission. 

10 whether you have any additional comments Please see Appendix 1 to TransAlta’s submission. 

 
 



Stakeholder Comment Matrix 
 

Proposed New ISO rule –Section 206.10, Volume Reallocation  
 
 

Issued for Stakeholder Comment: October 26, 2018 Page 1 of 5 Public 
Proposed New ISO Rule – Section 206.10, Volume Reallocation 
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Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(1)The ISO must, if an asset was assessed an over-delivery adjustment or under-delivery adjustment 
on a preliminary capacity market statement issued in accordance with Section 103.9 of the ISO rules, 
Capacity Market Financial Settlement, inform a capacity market participant no later than 1 business 
day following the issuance of the preliminary capacity market statement of the following for each delivery 
hour determined in accordance with Section 206.8 of the ISO rules, Forward Period Obligation 
Performance Assessment:  

(a) the asset’s delivery volume in MWh;  

(b) the balancing ratio; and  

(c) the asset’s over-delivery or under-delivery assessment volume, as applicable, determined in 
accordance with Section 206.8 of the ISO rules, Obligation Performance Period Assessments 
which was included on the preliminary capacity market statement. 

Minor section numbering change to reflect the new subsection 2(2) addition discussed below. 

2(2)The ISO must, if an asset was assessed an over-availability adjustment or under-availability 
adjustment on a preliminary capacity market statement issued in accordance with Section 103.9 of the 
ISO rules, Capacity Market Financial Statement, inform a capacity market participant no later than 1 
business day following the issuance of the preliminary capacity market statement for the last settlement 
period of each obligation period of the following for each availability hour: 

(a) the asset’s availability volume in MWh; and 

Ex-post volume reallocation should apply to availability assessments. 

We have proposed the addition of this new subsection, which enables volume reallocation to apply to 

availability adjustments in addition to delivery adjustments. The volume reallocations for availability can be 

managed in a similar manner as delivery adjustments or could be handled in a similar manner to net 
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(b) the asset’s positive or negative availability assessment volume, as applicable, determined in 
accordance with Section 206.8: Obligation Performance Period Assessments of the ISO rules, 
which was included on the preliminary capacity market statement. 

settlement instructions to utilize a framework already used in financial settlements. 

Our reasons for the additions were expressed in our CMD 4 comment matrix submitted on July 20, 2018 

in which we stated: 

Ex-post volume reallocation should apply to both availability and performance 

assessments. 

We remain unclear as to why the AESO has not allowed ex-post volume reallocation to apply to 

both availability and performance assessments, as the AESO has applied ex-post volume 

reallocation to performance assessment as a reasonable risk management mechanism. We 

therefore recommend that ex post volume reallocation be allowed for both performance and 

availability assessments. We strongly support ex post volume reallocation mechanism, which 

allows capacity supplier that over-performed to sell the volume of its over-performance to an 

underperforming capacity supplier. We believe that expanding this mechanism to apply to 

availability assessments in addition to performance assessment provides a mechanism for 

suppliers to manage penalty risk and will reduce penalty premiums that would otherwise result in 

higher capacity cost to consumers. 

3(1) A capacity market participant must, in order to reallocate an over-delivery assessment volume, over-
availability assessment volume, or under-delivery assessment volume, or under-availability assessment 
volume between different assets, submit a complete application, available on the AESO website, to the ISO 
no later than 5 business days following receipt of the information provided in accordance with subsection 2. 

Please see our comments to the proposal for a new subsection 2(2) above. 

3(2) A capacity market participant must include in the application referred to in subsection 3(1) the 
following:  

(a) the unique identifier of the asset with the over-delivery or over-availability assessment volume;  
(b) the unique identifier of the asset with the under-delivery or under-availability assessment volume;  
(c) verification that all capacity market participants agree to the reallocation;  
(d) the delivery or availability hour for which the reallocation applies; and  
(e) the proposed reallocation volume in MWh. 

Please see our comments to the proposal for a new subsection 2(2) above, which allows ex-post 

volume reallocation to apply to availability assessments. 
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4(1) The ISO must, based on the information in the application provided in accordance with subsection 
3(1), be satisfied that:  

(a) for the asset with an over-delivery or over-availability assessment volume:  

(i) the proposed reallocation volume is less than or equal to the over-delivery or over-
availability assessment volume of the asset; and  

(ii) if the asset is participating in volume reallocation with multiple other assets, the sum 
of any proposed or approved reallocation volumes from the asset must be less than or 
equal to the over-delivery or over-availability assessment volume of the asset;  

(b) for the asset with an under-delivery or under-availability assessment volume:  

(i) the proposed reallocation volume is less than or equal to the under-delivery or under-

availability assessment volume of the asset; and  

(ii) if the asset is participating in volume reallocation with multiple other assets, the sum 
of any proposed or approved reallocation volumes from the asset must be less than or 
equal the under-delivery or under-availability assessment volume of the asset; and  

(c) the proposed volume reallocation is in respect of the same delivery or availability hour. 

Please see our comments to the proposal for a new subsection 2(2) above, which allows ex-post 

volume reallocation to apply to availability assessments. 

6(1) The ISO must apportion the over-delivery or over-availability volume to any assets with under-delivery or 
under-availability volume approved for reallocation in the order that the request for reallocation was received. 

Please see our comments to the proposal for a new subsection 2(2) above, which allows ex-post 
volume reallocation to apply to availability assessments. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.10, Volume 
Reallocation relates to the capacity market and why or why 
not 

Please see Appendix 1 to TransAlta’s submission. 

2 whether you agree that Section 206.10, Volume 
Reallocation should or should not be in effect for a fixed 
term and why or why not 

Please see Appendix 1 to TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.10, Volume Reallocation and 
whether, in your view, Section 206.10, Volume Reallocation 
meets the objective or purpose 

Please see Appendix 1 to TransAlta’s submission. 

4 how, in your view, Section 206.10, Volume Reallocation 
affects the performance of the capacity market and the 
electricity market 

Please see Appendix 1 to TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.10, Volume Reallocation  

Please see Appendix 1 to TransAlta’s submission. 

6 whether you agree with Section 206.10, Volume 
Reallocation taken together with all ISO rules and in light of 
the principle of a fair, efficient and openly competitive 
market 

Please see Appendix 1 to TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
206.10, Volume Reallocation  

Please see Appendix 1 to TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 to TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 to TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 to TransAlta’s submission. 
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Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

2(2) The capacity market participant must, in accordance with the timelines prescribed in the Capacity 
Market Auction Guidelines, provide the following information to the ISO for the obligation period or a portion 
of the obligation period, as applicable:  
 

(a) a forecast of energy and ancillary services offset for the obligation period t;  
(ba) the fuel consumption efficiency of an asset in GJ/MWh for the obligation period t;  
(cb) for a thermal generating unit’s or thermal aggregated generating facility’s that is not fueled by 
natural gas, the expected variable cost of fuel for the asset in $/GJ, including variable transportation 
charges for the obligation period t;  
(dc) the variable operations and maintenance costs of an asset in $/MWh for obligation period t, 
excluding fuel related costs and amortized or capitalized costs;  
(ed) the tonnes of CO2/MWh emitted by the asset when producing electricity;  
(fe) for a wind or solar aggregated generating facility, hydro generating unit, energy storage 
facility, or a thermal generating unit or an aggregated generating facility:  

(i) anticipated forced outages and derating values in percentages; and  
(ii) expected forward product energy production in MWh and substantiating evidence;  

(gf) for all other assets not specified in subsection 3(e):  
(i) seasonal ambient derates; and  
(ii) anticipated planned outages and forced outages;  

(hg) the revenues in dollars received from other sources outside of the electricity market that are 
directly related to production in the obligation period; and  

(ih) expected ancillary services revenues in dollars for products other than spinning reserve, 
supplemental reserve and regulating reserve. 

Capacity market participants should submit their own forecasts of energy and ancillary services 

offset rather than the ISO relying on illiquid forward market products, as we have indicated in the 

yellow highlighted text. 

Please see our comments to Subsection 3(1) below for our explanation of our proposed energy and 

ancillary services offset approach. 
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3(1) The ISO must, when required under Section 201.15 of the ISO rules, Delisting and Section 206.7 of the 
ISO rules, Capacity Market Mitigation, for every obligation period or portion of an obligation period review 
the capacity market participant’s forecast of energy and ancillary services offset for reasonableness 
considering, but not limited to: 

, calculate the energy and ancillary services offset value in accordance with the following formula: 

𝐸𝑛𝑒𝑟𝑔𝑦 𝑎𝑛𝑑 𝑎𝑛𝑐𝑖𝑙𝑙𝑎𝑟𝑦 𝑠𝑒𝑟𝑣𝑖𝑐𝑒𝑠 𝑜𝑓𝑓𝑠𝑒𝑡𝑡= (𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑜𝑤𝑒𝑟 𝑝𝑟𝑖𝑐𝑒𝑡−𝑒𝑛𝑒𝑟𝑔𝑦 𝑚𝑎𝑟𝑘𝑒𝑡 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑡) 
×𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑟𝑜𝑑𝑢𝑐𝑡 𝑒𝑛𝑒𝑟𝑔𝑦𝑡+ 𝑜𝑡ℎ𝑒𝑟 𝑟𝑒𝑣𝑒𝑛𝑢𝑒𝑠𝑚𝑎𝑥𝑖𝑚𝑢𝑚 𝑐𝑎𝑝𝑎𝑏𝑖𝑙𝑖𝑡𝑦 × 1000  
where:  
(a) t equals the obligation period or portion of an obligation period, for which the energy and ancillary 
services offset is being determined;  
(c) forward power price t is the forward power price for an asset for obligation period t calculated in 
accordance with subsection 3(4);  
(d) energy market expense t is the energy market expense for the asset for obligation period t calculated in 
accordance with subsection 3(3);  
(e) forward product energy t is the forward product energy value in MWh for obligation period t as follows:  
(i) for a wind or solar aggregated generating facility, hydro generating unit, energy storage facility, or a 
thermal generating unit or an aggregated generating facility with expected production hours less than 50% 
of the hours in obligation period t, the expected forward product energy production provided in accordance 
with 2(e); or  
(ii) for all other assets, calculated in accordance with subsection 3(2);  
(f) other revenues is the revenues received from other sources outside of the electricity market and expected 
ancillary services revenues, provided in accordance with subsections 2(g) and 2(h); and  

(g) maximum capability is the maximum capability of the asset. 

(a) Energy and ancillary services price forecasts provided by independent experts; and 

(b) Forward market power products and prices that are traded at volumes of at least 3 times the volume 
of the asset. 

 

The Energy and Ancillary Services Offset should be based on the owner’s views of forecasted 

energy and ancillary services revenue, not on a misguided forward pricing-based calculation 

performed by the AESO.  

TransAlta strongly disagrees with the use of the forward price methodology for calculating Energy and 

Ancillary Services Offsets (EAS Offsets), particularly where it is applied to a decision related to an owner’s 

assets. TransAlta stated the following in our CMD 4 comment matrix submitted on July 20, 2018: 

The Energy and Ancillary Services Offset for asset specific offer caps should not be 

determined based on forward prices. 

As discussed in section 4 above, we disagree with using forward prices to determine the EAS 

Offset used in the Net CONE calculation and strongly disagree with using forward prices to 

determine asset-specific offer caps. In addition to our concerns raised above, we have little 

confidence that use of the forward price could be indicative of the expected captured energy price 

for a peaking asset and strongly oppose this crude method of being used to determine a capacity 

resource’s offer cap when bidding in the capacity auction. 

While forward prices may be acceptable if an asset were able to sell all of its production into the 

forward market, Alberta’s forward market is too illiquid to actually enable an owner to sell its full 

volume in this manner. Moreover, given the illiquidity of the forward market, an attempt to sell a 

large volume in the forward market could have significant impacts on price levels. Additionally, the 

forward products (base and peak) do not reflect the annual, seasonal, weekly, daily, and intra-

hourly production that a capacity resource has and would therefore be inadequate to use without 

a shape to estimate energy revenues with any accuracy. 

We also note that historically, short-term forwards traded at a premium to realized real-time 
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energy prices, which suggests that an EAS Offset based on forwards would overestimate the 

revenues of a capacity resource. This is deeply concerning given that such a bias would result in 

a lower asset-specific offer cap and force the owner to offer at a level that in uneconomic even on 

an avoidable cost basis. 

Therefore, we strongly recommend that the EAS Offset for determining the asset specific offer 

cap should be based upon the owner’s views of forecasted energy and ancillary services revenue 

potential for their asset rather than standardized forward prices. 

We continue to lack confidence in the use of forwards for estimating EAS Offsets. The forward market is 

too illiquid to provide a reasonable indication of the future revenues for anything but very small generation 

volumes, and the available forward products fail to provide a good indication of energy revenues that 

could be earned considering a generating asset’s specific production profile and other operating 

characteristics. Any production decision made by a private investor considers not only the opportunity to 

sell energy in the forward market but also the operational characteristics (e.g., ramping, cycling costs, 

etc.) and production profile (hourly production and hourly pool prices). For example, resource owners 

account for the self-commitment risks in their decisions and account for the costs associated with running 

at minimum stable generation levels to manage these risks. It is wholly inappropriate and unfair for the 

AESO to calculate the EAS Offset using an approach that ignores these important factors and 

considerations. 

Rather, TransAlta proposes that this subsection describe the AESO’s process for reviewing the 

reasonableness of a capacity market participant’s EAS Offset submission. As amended, we have 

proposed that the AESO use forecasts of energy and ancillary services prices provided by independent 

experts. Additionally, the AESO should only consider forward market products and prices to the extent 

that such products are traded in sufficient quantities to provide confidence in their representativeness. At 
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sufficiently high traded volumes, such as 3 times the expected available capacity of the resource, the 

forward price for that product could be used. However, in the event that the traded forward volume in the 

product is lower than 3 times the expected available capacity of the resource, the independent expert 

forecast should be used to test reasonableness. 

3(2) The ISO must, in calculating the energy and ancillary services offset t under subsection 3(1), calculate the 
forward product energy t in subsection 3(1)(e)(ii) in accordance with the following formula:  
 
𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑟𝑜𝑑𝑢𝑐𝑡 𝑒𝑛𝑒𝑟𝑔𝑦 𝑡 = 𝑚𝑎𝑥𝑖𝑚𝑢𝑚 𝑐𝑎𝑝𝑎𝑏𝑖𝑙𝑖𝑡𝑦×( 1−𝑓𝑜𝑟𝑐𝑒𝑑 𝑜𝑢𝑡𝑎𝑔𝑒 𝑎𝑛𝑑 𝑑𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑣𝑎𝑙𝑢𝑒𝑠)× 
𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑜𝑤𝑒𝑟 𝑝𝑟𝑜𝑑𝑢𝑐𝑡 ℎ𝑜𝑢𝑟𝑠  
 

where:  
(a) maximum capability is the maximum capability of the asset;  
(b) forced outage and derating values are the percentages provided in subsection 2(e)(i); and  

(c) forward power product hours are the number of hours in the forward power product determined in 
subsection 3(4)(b)(i). 

If capacity market participants were to submit their own estimates of energy and ancillary services 

offset, this subsection would be unnecessary and should be removed. 

Please see our comments to subsection 3(1) for more detail. 

3(3) The ISO must, in calculating the energy and ancillary services offset t under subsection 3(1) above, 
calculate the energy market expense t in accordance with the following formula: 

𝑒𝑛𝑒𝑟𝑔𝑦 𝑚𝑎𝑟𝑘𝑒𝑡 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑡= [𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑓𝑢𝑒𝑙 𝑝𝑟𝑖𝑐𝑒𝑡 × (1+𝑐𝑜𝑚𝑚𝑜𝑑𝑖𝑡𝑦 𝑓𝑢𝑒𝑙 𝑐ℎ𝑎𝑟𝑔𝑒𝑡)]×ℎ𝑒𝑎𝑡 
𝑟𝑎𝑡𝑒𝑡+ 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒 𝑜𝑝𝑒𝑟𝑎𝑡𝑖𝑜𝑛𝑠 𝑎𝑛𝑑 𝑚𝑎𝑖𝑛𝑡𝑒𝑛𝑎𝑛𝑐𝑒𝑡 + (𝑒𝑚𝑖𝑠𝑠𝑖𝑜𝑛 𝑖𝑛𝑡𝑒𝑛𝑠𝑖𝑡𝑦−𝑒𝑠𝑡𝑎𝑏𝑙𝑖𝑠ℎ𝑒𝑑 
𝑏𝑒𝑛𝑐ℎ𝑚𝑎𝑟𝑘𝑡)×𝑐𝑎𝑟𝑏𝑜𝑛 𝑝𝑟𝑖𝑐𝑒𝑡 + 𝑡𝑟𝑎𝑛𝑠𝑚𝑖𝑠𝑠𝑖𝑜𝑛 𝑙𝑜𝑠𝑠𝑒𝑠𝑡+𝑡𝑟𝑎𝑑𝑖𝑛𝑔 𝑐ℎ𝑎𝑟𝑔𝑒𝑡  

 
where:  
(a) t equals the obligation period, or the portion of an obligation period, for which the energy and 
ancillary services offset is being determined;  
(b) forward fuel pricet in $/GJ is:  

(i) if the thermal generating unit’s or aggregated generating facility’s fuel is natural gas, 
the weighted average of the settlement corresponding to obligation period t, where such 
settlement are selected by the ISO from either:  

(A) the published NGX Phys, FP (CA/GJ), AB-NIT; or  
(B) if the NGX forward Phys, FP is unavailable or not applicable for use in the 
calculation of the forward fuel price, another comparable industry standard natural 
gas benchmark for obligation period t;  

If capacity market participants were to submit their own estimates of energy and ancillary services 

offset, this subsection would be unnecessary and should be removed. 

Please see our comments to subsection 3(1) for more detail. 
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(ii) if the thermal generating unit’s or thermal aggregated generating facility’s fuel is not 
natural gas, the expected variable cost of fuel during the obligation period t provided in 
subsection 2(b); and  
(iii) for non-thermal generating unit or aggregated generating facilities, is 0.  

(c) commodity fuel charge t is:  
(i) if thermal generating unit’s or aggregated generating facility’s fuel is natural gas, the 
most recent 12 month average of published NOVA Gas Transmission Ltd NGTL Fuel Usage 
and Measurement Variance expressed as a percentage; and  
(ii) for all other assets, 0;  

(d) heat rate is the heat rate provided in subsection 2(a);  
(e) variable operations and maintenance t are the costs provided in subsection 2(c);  
(f) emission intensity is the tonnes of CO2/MWh provided in subsection 2(d);  
(g) established benchmarkt is the weighted average of the calendar year values matching obligation 
period t for an established benchmark for electricity published by a public authority;  

(h) carbon price t is the weighted average of the calendar year values matching obligation period t 
for the carbon price published by a public authority for carbon emissions in Alberta; 

(i) transmission losses t is the transmission loss value for obligation period t in $/MWh calculated as 
the loss factor of the asset multiplied by the forward power price t where:  

(i) the loss factor is the most recent published loss factor for the asset published on the 
AESO website; and  
(ii) forward power price t for obligation period t is the value in subsection 3(4), as applicable;  
and  

(j) energy market trading charget is the most recent energy market trading charge in $/MWh published 
on the AESO website. 

4(4) The ISO must in calculating the energy and ancillary services offset in subsection 3(1), calculate the 
forward power price t in $/MWh as follows:  

(a) for a wind or solar aggregated generating facility, hydro generating unit, energy storage 
facility, or a thermal generating unit or an aggregated generating facility with expected production 
hours less than 50% of the hours in obligation period t, the NGX FP Flat forward power price 
multiplied by a forward power price adjustment factor calculated in subsection 3(5); or  
(b) for all other assets, is the weighted average of the settlements matching the obligation period t, 
where the settlements are the average over a period determined by the ISO from either:  

(i) the published NGX forward power products in Appendix 1 that yields the highest energy and 
ancillary services offset t for obligation period t; or  

(ii) if the NGX forward power product is unavailable or not applicable for use in the calculation 
of the energy and ancillary services offset, another comparable industry standard that 

If capacity market participants were to submit their own estimates of energy and ancillary services 

offset, this subsection would be unnecessary and should be removed. 

Please see our comments to subsection 3(1) for more detail. 
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yields the highest energy and ancillary services offset t for obligation period t; 

4(5) The ISO must, in calculating the forward power price t in subsection 3(4)(a), calculate the forward power 
price adjustment factor in accordance with the following formula:  
 
𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑜𝑤𝑒𝑟 𝑝𝑟𝑖𝑐𝑒 𝑎𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 𝑓𝑎𝑐𝑡𝑜𝑟= (Σ (ℎ𝑜𝑢𝑟𝑙𝑦 𝑝𝑟𝑜𝑑𝑢𝑐𝑡𝑖𝑜𝑛 ×𝑝𝑜𝑜𝑙 𝑝𝑟𝑖𝑐𝑒) Σℎ𝑜𝑢𝑟𝑙𝑦 
𝑝𝑟𝑜𝑑𝑢𝑐𝑡𝑖𝑜𝑛)÷𝑎𝑛𝑛𝑢𝑎𝑙 𝑎𝑣𝑒𝑟𝑎𝑔𝑒 𝑝𝑜𝑜𝑙 𝑝𝑟𝑖𝑐𝑒  
 
where:  

(a) hourly production is the production of the asset in MWh in each hour from the obligation period or 
equivalent November 1 through October 31 period should an obligation period not yet have 
occurred, occurring most recently to the point in time at which the energy and ancillary services 
offset is calculated; 

(b) pool price is the pool price for each hour for which production data is provided for in 3(5)(a) from 
the obligation period or equivalent November 1 through October 31 period should an obligation 
period not yet have occurred, occurring most recently to the point in time at which the energy and 
ancillary services offset is calculated; and  

(c) annual average pool price is the average of all pool prices during the obligation period or 
equivalent November 1 through October 31 period should an obligation period not yet have 
occurred, occurring most recently to the point in time at which the energy and ancillary services 
offset is calculated. 

If capacity market participants were to submit their own estimates of energy and ancillary services 

offset, this subsection would be unnecessary and should be removed. 

Please see our comments to subsection 3(1) for more detail. 

4(3) The ISO must after requesting additional information pursuant to subsection 2:  
 

(a) exclude costs adjust estimates provided in accordance with subsection 2 if the ISO determines 
that such costs estimates are unreasonable.  The ISO may adjust the energy and ancillary services 
offset based upon sufficiently liquid forward prices or energy and ancillary services prices forecasts 
adjusted by -30% to account for forecast error and risk.; and  
(b) adjust forward product energy production provided in accordance with subsection 2 if the ISO 
determines that such expected energy production is unreasonable. 

With our proposed methodology for determining energy and ancillary services offsets, the AESO 

should be permitted to adjust energy and ancillary services offsets submitted by capacity market 

participants if those estimates are deemed unreasonable after AESO review conducted per 

subsection 3(1). 

With respect to comparing an owner’s estimates against independent experts’ forecasts, we suggest that 

an average of all independent expert forecasts be developed and a -30% factor be applied to define a 

range of reasonableness. A capacity market participant’s energy and ancillary services price forecast 

should then be accepted if it falls within this range of reasonableness. In cases where the capacity market 

participant’s forecast is lower than the forecast band, the energy and ancillary service price forecast 
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should be adjusted to the average of independent expert forecasts with a -30% factor applied. With 

respect to comparing an owner’s estimates against sufficiently liquid forward prices, we suggest a similar  

-30% factor be applied to define a range of reasonableness. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 206.11, Energy and 
Ancillary Services Offset for Assets relates to the capacity 
market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 206.11, Energy and 
Ancillary Services Offset for Assets should or should not be 
in effect for a fixed term and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 206.11, Energy and Ancillary Services 
Offset for Assets and whether, in your view, Section 206.11, 
Energy and Ancillary Services Offset for Assets meets the 
objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 206.11, Energy and Ancillary 
Services Offset for Assets affects the performance of the 
capacity market and the electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 206.11, Energy and Ancillary 
Services Offset for Assets  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 206.11, Energy and 
Ancillary Services Offset for Assets taken together with all 
ISO rules and in light of the principle of a fair, efficient and 
openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
206.11, Energy and Ancillary Services Offset for Assets  

Please see Appendix 1 of TransAlta’s submission. 



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 9 of 9 Public 
Proposed New ISO Rule – Section 206.11, Energy and Ancillary Services Offset for Assets 

Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments Please see Appendix 1 of TransAlta’s submission. 

 
 



Stakeholder Comment Matrix 
 

Proposed New ISO rule –Section 207.1, Gross Minimum Procurement Volume  
 
 

Issued for Stakeholder Comment: October 26, 2018 Page 1 of 4 Public 
Proposed New ISO Rule – Section 207.1, Gross Minimum Procurement Volume 

 

Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2014/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

4(4) The ISO must publish and complete a formal public consultation on its modeling results including a 
process for accepting and responding to written feedback from stakeholders prior to filing the target 
procurement volume for the obligation year with the AUC. 

The AESO should publish modeling results and complete a formal stakeholder consultation 

process prior to filing with the AUC, as indicated in our recommended changes to the rule language in 

yellow highlighted text. 

5 The ISO must, for the purpose of performing the probabilistic model in subsection 4, complete a forecast of 
Alberta gross load for a 5-year forward looking period, considering the following variables:  
 

(a) economic growth indicators in Alberta including real gross domestic product, population, 
employment, and natural resource production;  
(b) weather and temperature data selected from multiple locations across Alberta;  
(c) load variations in Alberta based on calendar variables, including month of the year, day of the 
week, hour of the day, daylight savings, and holidays;  
(d) historical load behaviour in Alberta and any projected changes;  
(e) performance data from load assets that are qualified to participate in the capacity market to supply 
capacity;  
(f) load forecast uncertainty reflecting variability in the load forecast due to weather and economic 
forecasts; and  
(g) any other variables that, in the ISO’s determination, may improve maximize the accuracy 
performance of the load forecast model. 

The term “maximize the performance of the load forecast model” included in part 5(g) is unclear 

and should be revised, as indicated in our recommended changes to the rule language in yellow 

highlighted text. 

It is unclear what “maximizing the performance of the load forecast model” refers to in terms of the 

AESO’s discretion to include other variables. However, we generally agree with the spirit of the subsection 

and the AESO should have discretion to consider other variables not listed in subsection 5 that it believes 

will improve the accuracy of the load forecast model.  The rule language should be revised as such. 

Additionally, subsection 5(d) and (e) requires further development as these deal with dynamically 

changing behaviours and carefully accounting for load that is included in the forecast and demand 

response that participate in the market. We are concerned that the load forecasting methodologies used 



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 2 of 4 Public 
Proposed New ISO Rule – Section 207.1, Gross Minimum Procurement Volume 

Blackline of Suggested Rule Wording Rationale 

today will need to evolve to ensure the load forecasting and resource adequacy modeling are accurate 

and reliable as load behaviors change and demand response participation increases. 

6 The ISO must, no later than 12 6 months prior to the publication of the Capacity Market Auction Guidelines 
for a base auction, file the gross minimum procurement volume for such base auction that is determined in 
accordance with this section 207.1 with the Commission for approval. 

The reference to the date the Capacity Market Auction Guidelines is published should be removed 

and replaced with a specific minimum timeframe (12 months) before the base auction, as indicated 

in our recommended changes to the rule language in yellow highlighted text. 

The Capacity Market Auction Guidelines includes timelines for prequalification which are anticipated to 

occur 11 months prior to the base auction date.  The timeline of 6 months prior to the base auction 

provides insufficient notice to capacity market participants about key dates and compliance requirements. 

Applicable Auctions 
 
7 This Section 207.1 is in effect for the following auctions:  
(a) the base auction and rebalancing auction for the 2021/2022 obligation period;  
(b) the base auction and rebalancing auction for the 2022/2023 obligation period;  
(c) the base auction and rebalancing auction for the 2023/2024 obligation period; and  
(d) the base auction and rebalancing auctions for the 2024/2025 obligation period. 

Section 207.1 should be a permanent rule and should not be specified to only apply for the first 

four obligation periods – therefore, this section should be removed, as indicated in our 

recommended changes to the rule language in yellow highlighted text. 

The content of Section 207.1 should be a permanent ISO Rule and should not be applied as a fixed period 

rule. We note that this applicability language was likely included because the rule language originally 

included the AESO’s actual proposed numerical gross minimum procurement volumes as well as 

appendices to the ISO Rule that detail additional periodically changing numerical values. However, if the 

entire ISO Rule is periodically reopened to update changing variables, the CMD will lack the necessary 

permanency to remove regulatory uncertainty and enable private investment, which would increase 

investment risk and, in turn, raise costs to consumers. 

 
  



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 3 of 4 Public 
Proposed New ISO Rule – Section 207.1, Gross Minimum Procurement Volume 

Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 207.1, Gross Minimum 
Procurement Volume relates to the capacity market and why 
or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 207.1, Gross Minimum 
Procurement Volume should or should not be in effect for a 
fixed term and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 207.1, Gross Minimum Procurement 
Volume and whether, in your view, Section 207.1, Gross 
Minimum Procurement Volume meets the objective or 
purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 207.1, Gross Minimum 
Procurement Volume affects the performance of the 
capacity market and the electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 207.1, Gross Minimum 
Procurement Volume  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 207.1, Gross Minimum 
Procurement Volume taken together with all ISO rules and 
in light of the principle of a fair, efficient and openly 
competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
207.1, Gross Minimum Procurement Volume  

Please see Appendix 1 of TransAlta’s submission. 



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 4 of 4 Public 
Proposed New ISO Rule – Section 207.1, Gross Minimum Procurement Volume 

Item #  Stakeholder comments  

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 

 
 



Stakeholder Comment Matrix 
 

Proposed New ISO rule –Section 207.3, Shape of Demand Curve  
 
 

Issued for Stakeholder Comment: October 26, 2018 Page 1 of 4 Public 
Proposed New ISO Rule – Section 207.3, Shape of Demand Curve 

 

Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

4 The ISO must, using the following formula, adjust the net-CONE established for each obligation period in 
accordance with Section 207.2 of the ISO rules, Calculation of Net-CONE:  
 

𝑎𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑛𝑒𝑡-𝐶𝑂𝑁𝐸𝑡 = 
𝑛𝑒𝑡-𝐶𝑂𝑁𝐸𝑡 

𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒 𝑓𝑎𝑐𝑡𝑜𝑟 
 

where:  
(a) t equals the obligation period for which the adjusted net-CONE value is being determined;  
(b) net-CONE t is net-CONE value established in accordance with Section 207.2 of the ISO rules, 
Calculation of Net-CONE in $/kW-year; and  
(c) performance factor is a defined term in the Consolidated Authoritative Document Glossary equal 
to 0.8. 

 

The formula should be revised to remove hardcoded values and allow for updates through the 

Consolidated Authoritative Document Glossary, as indicated in our recommended changes to the rule 

language in yellow highlighted text. 

As stated in our comments to subsection 2(2) above, Section 207.3 should be drafted to be a permanent 

rule, while numerical variables that require periodic review and update should be handled through 

changes to the Consolidated Authoritative Document Glossary. Therefore, we have proposed that add 

new terms that can be easily changed through amendments to the definitions in the Consolidated 

Authoritative Document Glossary. 

5(2) The ISO must publish the final demand curve a minimum of 1 month prior to the opening of the offering 
window for each base auction or rebalancing auction. 

The AESO should be required to publish the final demand curve at least 1 month prior to each 

base auction or rebalancing auction, as indicated in our recommended changes to the rule language in 

yellow highlighted text. 

Subsection 5(2) should specify a minimum deadline that the AESO must publish the final demand curve 

by. The final demand curve is important information for capacity market participants to know ahead of the 



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 2 of 4 Public 
Proposed New ISO Rule – Section 207.3, Shape of Demand Curve 

Blackline of Suggested Rule Wording Rationale 

auctions in order to structure their offers and ensure competitive outcomes and should be received as 

soon as it is finalized. 

Applicable Auctions  
6 This Section 207.3 is in effect for the following auctions:  
(a) the base auction and rebalancing auction for the 2021/2022 obligation period;  
(b) the base auction and rebalancing auction for the 2022/2023 obligation period;  
(c) the base auction and rebalancing auction for the 2023/2024 obligation period; and  
(d) the base auction and rebalancing auctions for the 2024/2025 obligation period. 

Section 207.3 should be a permanent rule and should not be specified to only apply for the first 

four obligation periods – therefore, this section should be removed, as indicated in our recommended 

changes to the rule language in yellow highlighted text. 

The content of Section 207.1 should be a permanent ISO Rule and should not be applied as a fixed period 

rule. We note that this applicability language was likely included because the rule language originally 

included periodically changing numerical values. However, if the entire ISO Rule is periodically reopened 

to update changing variables, the CMD will lack the necessary permanency to remove regulatory 

uncertainty and enable private investment, which would increase investment risk and, in turn, raise costs 

to consumers. 

The concern over the periodically changing value could be addressed by including the terms and their 

associated values in the Consolidated Authoritative Document Glossary, as indicated in our 

recommended changes to the rule language above. 

 
  



 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 3 of 4 Public 
Proposed New ISO Rule – Section 207.3, Shape of Demand Curve 

Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 207.3, Shape of Demand 
Curve relates to the capacity market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 207.3, Shape of Demand 
Curve should or should not be in effect for a fixed term and 
why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 207.3, Shape of Demand Curve and 
whether, in your view, Section 207.3, Shape of Demand 
Curve meets the objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 207.3, Shape of Demand Curve 
affects the performance of the capacity market and the 
electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 207.3, Shape of Demand 
Curve  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 207.3, Shape of Demand 
Curve taken together with all ISO rules and in light of the 
principle of a fair, efficient and openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
207.3, Shape of Demand Curve  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 
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Proposed New ISO Rule – Section 207.3, Shape of Demand Curve 

Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments 
Please see Appendix 1 of TransAlta’s submission. 

 
 



Stakeholder Comment Matrix 
 

Proposed New ISO Rules Terms and Definitions 
 
 

 

Issued for Stakeholder Comment: October 26, 2018 Page 1 of 6 Public 
Proposed New ISO Rules Terms and Definitions 

 

Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative wording and accompanying rationale in the table below. Cut and paste the existing definition(s) into column one below 
and track in your changes. 
 

Blackline of Suggested Definition Wording Rationale 

“avoidable costs” means the costs that are not incurred if an asset was temporarily delisted for the 
obligation period or a portion of the obligation period and includes the following:   

Please see TransAlta’s comment matrix for Section 206.7: Capacity Market Mitigation submitted on 

September 28, 2018. 



 
 

 

(i) Avoidable labour expenses. Avoidable labour expenses related directly to operations and 

maintenance of the capacity asset. The categories of avoidable labour expenses may include:   

 on-site based labour engaged in operations and maintenance activities; 

 off-site based labour engaged in on-site operations and maintenance activities directly related to 

the capacity asset; and   

 off-site based labour engaged in off-site operations and maintenance activities directly related to 

the capacity asset site. 

(ii) Avoidable administrative expenses. The categories of avoidable administrative expenses may 

include:   

 those incurred for employee expenses, with the exception of employee expenses included in 

labour expenses related directly to operations and maintenance;   

 environmental fees;   

 safety and operator training;   

 office supplies;   

 communications; and   

 annual asset testing, inspection and analysis.  

(iii) Avoidable fuel availability expenses. Avoidable fuel availability expenses are operating expenses 

related directly to fuel availability and delivery for the capacity asset that are not normally included 

for recovery in energy and ancillary services market offers. The categories of avoidable fuel 

availability expenses may include:  

 those incurred for fuel transportation;   



 
 

 

 costs of natural gas storage;   

 costs of gas balancing agreements;   

 costs of gas park and loan services; and  

 variable mining costs.  

(iv) Avoidable maintenance expenses. Avoidable maintenance expenses are maintenance expenses 

related directly to the capacity asset, with the exception of those included in labour expenses related 

directly to operations and maintenance. The categories of avoidable maintenance expenses may 

include:  

 those incurred for chemicals and materials consumed during maintenance of the capacity asset; 

and   

 rented maintenance equipment used to maintain the capacity asset.   

(v) Avoidable fixed operating expenses. The categories of avoidable fixed operating expenses may 

include those incurred for:   

 water treatment chemicals and lubricants;  

 water, gas and station service;  

 water rental; 

 coal or gas royalties; and   

 waste water treatment.  

(vi) Avoidable taxes, fees and insurance. The categories of avoidable taxes, fees and insurance may 

include those incurred for:   



 
 

 

Blackline of Suggested Definition Wording Rationale 

 insurance, permits and licensing fees,   

 site security and utilities for maintaining security at the site; and  property taxes.  

(vii) Avoidable carrying charges. Avoidable carrying charges may include short-term carrying charges for 

maintaining reasonable levels of inventories of fuel and spare parts that result from short-term 

operational unit decisions as measured by industry best-practice standards.  

(viii) Avoidable asset-specific corporate level expenses. Corporate-level expenses are those expenses 

directly linked to providing tangible services required for the operation or maintenance of the 

capacity asset to the extent that temporary or permanent delisting of the capacity asset results in a 

cost reduction rather than a reallocation. The categories of avoidable asset-specific corporate level 

expenses may include those incurred for:  

 legal services; and  

 regulatory and environmental compliance. 

“load asset performance factor” means the estimated uniform capacity value divided by the maximum 
capability for a capacity market load asset and is set at 91%. 

Please see TransAlta’s comment matrix for Section 206.3: Capacity Market Clearing. 



 
 

 

Blackline of Suggested Definition Wording Rationale 

“initial Gross-CONE value” means the Gross-CONE value set for the 2021/2022 obligation period of 

$244.2/kW-year. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“labour index weighting” means the weighting of labour costs used in the Composite Index in Section 

207: Calculation of Net CONE and is set at 25%. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“labour index factor” means the starting value of the Labour Index used in the Composite Index in Section 

207: Calculation of Net CONE and is set at 60.7. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“material index weighting” means the weighting of material costs used in the Composite Index in Section 

207: Calculation of Net CONE and is set at 35%. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“material index factor” means the starting value of the Material Index used in the Composite Index in 

Section 207: Calculation of Net CONE and is set at 118.5. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“turbine index weighting” means the weighting of turbine costs used in the Composite Index in Section 

207: Calculation of Net CONE and is set at 40%. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“turbine index factor” means the starting value of the Turbine Index used in the Composite Index in 

Section 207: Calculation of Net CONE and is set at 268.7. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“reference technology average capacity” means the estimated average capacity available in the energy 

market and is set at 87 MW. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“reference technology unavailability rate” means the estimated reduction to maximum capability for the 

reference technology including forced and planned outage. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 



 
 

 

Blackline of Suggested Definition Wording Rationale 

“reference technology heat rate” means the estimated heat rate for the reference technology and is set 

at 9.667 GJ/MWh. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“reference technology emissions intensity” means the estimated greenhouse gas emission intensity 

for the reference technology and is set at 0.50 tonnes of CO2e/MWh. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“initial variable operations and maintenance” means the estimated variable operations and 

maintenance costs set for the 2021/2022 obligation period of $4.60/MWh. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“reference technology performance factor” means the estimated uniform capacity value divided by the 

maximum capability for the reference technology and is set at 80%. 

Please see TransAlta’s comment matrix for Section 207.2: Calculation of Net-CONE. 

“resource adequacy standard” means the minimum level of normalized expected unserved energy 

established by Government of Alberta in regulation. 

The resource adequacy standard was established based on normalized expected unserved energy, 

as indicated in our recommended changes to the definition in yellow highlighted text. 
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Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative wording and accompanying rationale in the table below. Cut and paste the existing definition(s) into column one below 
and track in your changes. 
 

Blackline of Suggested Definition Wording Rationale 

“acceptable operational reason” means, any 1 or more of the following:  

(i) a circumstance related to the operation of a generating source asset or load sink asset 
which if it operated could reasonably be expected to affect the safety of the asset, the 
environment, personnel working at the asset or the public;   

(ii) re-positioning a generating source asset or load sink asset, within the energy market due to 
the need to meet a dispatch given to that asset from the ISO to serve the stand-by operating 
reserves market;   

(iii) re-positioning a generating source asset or load sink asset within the energy market to 
manage physical or operational constraints associated with the asset;   

(iv) re-positioning a pool asset that is an import asset or an export asset within the energy 
market if all or a portion of the requested transmission service cannot be procured, or the 
transmission service is curtailed by any transmission service provider other than the ISO 

(v)  a circumstance directly resulting in the generating source asset or load sink asset not being 
capable of operation, which circumstance was solely caused by an occurrence of force 
majeure;  

(vi) re-positioning a generating source asset for electric energy that is:   

A pool asset should not be required to restate its Available Capability (AC) for transmission 

outages. 

The Comprehensive Market Design proposal states: “Transmission system constraints will be excluded 

and will not reduce calculated UCAP values”1; however, the appearance of an Acceptable Operational 

Reason (AOR) related to transmission outages suggests otherwise.  Our concern is that the AESO is 

deviating significantly from the current practice today, which does not require a generating asset to restate 

AC due to a transmission outage, and that AC restatements related to transmission outages will impact 

the future capacity value of the capacity resource, which is based on historical data on AC.    We suggest 

that this requirement be removed or if it is related to self-supply sites that the requirement be restated to 

clearly indicate that it only applies to self-supply sites. 

 

                                                 
1 Page 4, Comprehensive Market Design Final Proposal 



 
 

 

 

Blackline of Suggested Definition Wording Rationale 

(a)  produced on the property of which a person is the owner or a tenant; and  

(b)  consumed solely by that person and solely on that property;  

(vii) re-positioning a generating source asset within the energy market in response to:   

(a)  a distribution constraint that causes a limitation to the normal economic merit operation 
of the generating source asset, or to the flow of electrical energy from the generating source 
asset from one part of the electric distribution system or an electric system within the service 
area of the City of Medicine Hat to the other; or   

(b)  a transmission outage that results in the generating source asset being electrically 
disconnected from the transmission system or an electric system within the service area of 
the City of Medicine Hat; or  

(viii) re-positioning a load sink asset within the energy market to reflect a capacity commitment. 
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Proposed New ISO Rule – Section 207.2, Calculation of Net-CONE 

 

Period of Comment: October 26, 2018 through November 14, 2018 

Comments From: TransAlta Corporation 

Date [yyyy/mm/dd]: 2018/11/14 

Contact: Marcy Cochlan 

Phone: 403-267-4664 

Email: marcy_cochlan@transalta.com 

 
Please include any suggestions for alternative rule wording and accompanying rationale in the table below. Cut and paste the existing rule wording into column one 
below and track in your changes. 
 

Blackline of Suggested Rule Wording Rationale 

3 The ISO must establish an initial gross-CONE value for the 2021/2022 obligation period of $244.2/kW-year 
Initial Gross CONE Value. 

Section 207.2 broadly, and this subsection specifically, should be amended to remove hardcoded 

values from the rule language itself and instead include defined terms in the Consolidated 

Authoritative Document Glossary to eliminate the need to amend permanent ISO rules. 

Section 207.2 should be redrafted so that it can remain as a permanent ISO Rule, and this subsection 3 

should be redrafted to reference a new term, Initial Gross-CONE Value, as indicated in our recommended 

changes to the rule language in yellow highlighted text.  In turn, the Initial Gross-CONE Value should be 

added to the Consolidated Authoritative Document Glossary with a value of $244.2/kW-year for 

2021/2022 obligation period.  These changes will decrease the AESO’s administrative burden by allowing 

Gross CONE values to change without a rule amendment. 

 
4(1) The ISO must calculate the gross-CONE value for each obligation period following the 2021/2022 
obligation period Initial Gross CONE Value in accordance with the following formula:  
 

gross-CONE𝑡=Initial Gross CONE Value gross-CONE𝑡=2021/2022× 𝑐𝑜𝑚𝑝𝑜𝑠𝑖𝑡𝑒 𝑖𝑛𝑑𝑒𝑥𝑡 

where:  
(a) t equals the obligation period for which the gross-CONE is being determined;  
(b) gross-CONE t=2021/2022 is the initial gross-CONE value in subsection 3 above; and  

Please see our comments to subsection 3 above, related to creating the term Initial Gross-CONE Value. 
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Proposed New ISO Rule – Section 207.2, Calculation of Net-CONE 

Blackline of Suggested Rule Wording Rationale 

(cb) composite index t is the composite index value for obligation period t calculated in accordance 
with subsection 4(2) below. 

 
4(2) The ISO must, in calculating the gross-CONE t value under subsection 4(1), calculate the composite 
index t using the following formula:  
 

𝑐𝑜𝑚𝑝𝑜𝑠𝑖𝑡𝑒 𝑖𝑛𝑑𝑒𝑥𝑡 = 

0.25 labour 
index 
weighting×𝑙𝑎𝑏
𝑜𝑢𝑟 𝑖𝑛𝑑𝑒𝑥𝑡 + 

0.35 material index 
weighting × 
𝑚𝑎𝑡𝑒𝑟𝑖𝑎𝑙𝑠 𝑖𝑛𝑑𝑒𝑥𝑡 

+ 

0.40 turbine index 
weighting ×𝑡𝑢𝑏𝑟𝑖𝑛𝑒 
turbine 
𝑖𝑛𝑑𝑒𝑥𝑡×𝑒𝑥𝑐ℎ𝑎𝑛𝑔𝑒 
𝑟𝑎𝑡𝑒𝑡 

60.7 labour 
index factor 

118.5 material index 
factor 

268.7 turbine index 
factor 

 
where:  
(a) t equals the obligation period for which the gross-CONE value is being determined;  

(b) composite index t is the composite index value for obligation period t; 

(c) labour index weighting is a term defined in the Consolidated Authoritative Document Glossary; 

(cd) labour index t is the most recent 12 month average of published Statistics Canada Construction 
Union Wage Rates (Electrician), Monthly for Edmonton Alberta, Table 18-10-0046-01;  
(e) labour index factor is a term defined in the Consolidated Authoritative Document Glossary; 
(f) material index weighting is a term defined in the Consolidated Authoritative Document Glossary; 
(gd) materials index t is the most recent 4 quarters average published Statistics Canada Gross 
National and Gross Domestic Income, Indexes and Related Statistics, Annual, Table 36-10-0105-01;  
(h) material index factor is a term defined in the Consolidated Authoritative Document Glossary; 
(i) turbine index weighting is a term defined in the Consolidated Authoritative Document Glossary; 
 
(je) turbine index t is the most recent 12 month average of published Federal Reserve Economic 
Data (St. Louis) Producer Price Index by Industry: Turbine and Turbine Generator Set Units 
Manufacturing (PCU333611333611); and  
(k) turbine index factor is a term defined in the Consolidated Authoritative Document Glossary; and 

(lf) exchange rate t is the most recent 12 month average of published Statistics Canada Monthly 
Average Exchange Rates in Canadian Dollars, U.S. Dollar monthly average, Table 33-10-0163-01. 

The gross-CONE formula should be dynamic and remove hardcoded values, allowing for updates 

through the Consolidated Authoritative Document Glossary. 

As stated in our comments to subsection 3 above, Section 207.2 should be drafted to be a permanent 

rule. Variables that require periodic review and update should be handled through changes to the 

Consolidated Authoritative Document Glossary. 
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5(1) The ISO must, for every obligation period, calculate the energy offset value in accordance with the 
following formula: 
 
 

𝑒𝑛𝑒𝑟𝑔𝑦 
𝑜𝑓𝑓𝑠𝑒𝑡𝑡 

=
(𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑜𝑤𝑒𝑟 𝑝𝑟𝑖𝑐𝑒𝑡−𝑒𝑛𝑒𝑟𝑔𝑦 𝑚𝑎𝑟𝑘𝑒𝑡 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑡) margint × (1 – tax 

ratet)×𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑟𝑜𝑑𝑢𝑐𝑡 𝑒𝑛𝑒𝑟𝑔𝑦𝑡 

𝑚𝑎𝑥𝑖𝑚𝑢𝑚 𝑐𝑎𝑝𝑎𝑏𝑖𝑙𝑖𝑡𝑦 × 1000 
 

 
where:  
(a) t equals the obligation period for which the energy offset is being determined;  
(b) margin t is the forward power price t – energy market expense t when forward power price t > 

energy market expense t otherwise margin t = 0 for obligation period t 
(cb) forward power price t is the weighted average of the settlements matching the obligation period 
t, where the settlements are the average over a period determined by the ISO, for the published NGX 
forward power product in Appendix 1 that: yields the highest energy offset t for obligation period t;  
 

(i) traded at volumes at least 3 times the maximum capability; 
(ii) yields the highest traded volume; and 
(iii) in cases where the traded volumes for two or more forward products are equivalent 

and meet (i), the forward product that yields the highest energy offset t will be used. 
 
(dc) energy market expense t is the energy market expense value for obligation period t calculated 
in accordance with subsection 5(3);  
(e) tax rate t reflects all relevant business taxes that would be payable by the owner of the reference 
technology for obligation period t 
(fd) forward product energy t is the forward product energy value for obligation period t calculated in 
accordance with subsection 5(2); and  

(ge) maximum capability is equal to 93 MW the maximum capability of the reference technology. 

The energy offset must: 

1. Consider and establish a test for liquidity; and  

2. Include an alternative approach for calculating the energy offset if there is insufficient 

liquidity in the forward prices. 

The AESO’s proposed approach completely ignores the liquidity (or lack thereof) of the Forward Power 

Price, which can will likely bias the determination of energy offset and result in an unrepresentative and 

artificially low Net-CONE value. 

The energy offset approach must, therefore, consider and establish a measurement for liquidity – rather 

than simply select the product that yields the highest energy offset. We propose this measurement should 

be based on the forward product with the highest traded volumes, where those volumes are at least 3 

times the maximum capability of the reference technology. 

Furthermore, we reiterate our views related to the flaws inherent in basing the energy offset on forward 

market prices, which were stated in our CMD 2 comment matrix as well as our design working group 

comments to the June 14, 2018 session: 

“[F]orward commodity trades three or more years out are extremely illiquid.” 

“The entire theoretical basis for using forwards in projects it that forwards represent the collective 

wisdom of the market, but with so few trades underlying forwards curves, there is no “collective” 

wisdom to be had.” 

“[W]ith such limited trading volume, it would be easy for market participants to schedule a 

relatively small number of forward trades that could significantly and artificially bias the forward 

curve upwards or downwards.” 
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“[F]orward estimates are not truly reflective of dynamics expected in the real-time energy market 

under an energy and capacity market structure. Forward are currently trading with no regard to 

the capacity market design, but rather a belief by some participants about how the market may 

unfold.” 

“[F]orward products represent energy blocks and do not provide a way to estimate the hourly 

prices and curves that are necessary to estimate the revenues of simple cycle gas generation that 

operates at low capacity factors with a high degree of intra-hour generation variability.” 

“Owners of simply cycle gas generation do not sell all of their potential generation in the forward 

market – they hold long positions to earn their commodity market in the real-time market” 

Additionally, Alberta’s forward market is too illiquid to actually enable a generation owner to sell its full 

volume. Forward prices may be acceptable if an asset were able to sell all of its production into the 

forward market, but the lack of liquidity precludes this capability. Moreover, given the illiquidity of the 

forward market, an attempt to sell a large volume in the forward market could have significant impacts on 

price levels. 

5(2) The ISO must, for every obligation period where the energy offset value calculated above has 
insufficient liquidity or the forward price is not reflective of market fundamentals, use a simulation-based 
model to calculate the energy offset value in accordance with: 

(a) an hourly forecast of power prices for obligation period t; 

(b) the assumptions used in the probabilistic model of resource adequacy (Section 207.1: Gross 
Minimum Procurement Volume); and 

(c) the forecast dispatch of the reference technology from a simulation based model based upon its 
operating parameters and modeled as a hypothetical new entrant. 

The energy offset value must be filed with and approved by the AUC. 

A simulation based-approach should be used to calculate the energy offset if the forward prices 

fail the liquidity test outlined in the previous section. 

We have proposed this new subsection to reflect the use of a simulation-based approach for energy 

offset, should the forward prices fail the liquidity test outlined in the previous section. The simulation-

based model could be developed by an independent consultant and/or the AESO, and subsequently 

reviewed and approved in the AUC process. The simulation-based model should be based upon the same 

assumptions of supply and demand included in the probabilistic model of resource adequacy described in 

Section 207.1: Gross Minimum Procurement Volumes. 
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5(32) The ISO must, in calculating the energy offset t under subsection 5(1) above, calculate the forward 
product energy t in accordance with the following formula:  
 
𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑟𝑜𝑑𝑢𝑐𝑡 𝑒𝑛𝑒𝑟𝑔𝑦𝑡= reference technology 𝑎𝑣𝑒𝑟𝑎𝑔𝑒 𝑐𝑎𝑝𝑎𝑐𝑖𝑡𝑦× (1−𝑓𝑜𝑟𝑐𝑒𝑑 𝑜𝑢𝑡𝑎𝑔𝑒 
𝑟𝑎𝑡𝑒 reference technology unavailability rate) ×𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑟𝑜𝑑𝑢𝑐𝑡 ℎ𝑜𝑢𝑟𝑠𝑡  ×expected hours of 
operations𝑡 

 

where:  

(a) t equals the obligation period for which the generation is being determined; 

(b) average capacity is equal to 87 MW reference technology average capacity is a term defined in the 
Consolidated Authoritative Document Glossary;  
(c) forced outage rate is equal to 2.5% reference technology unavailability rate is a term defined in the 
Consolidated Authoritative Document Glossary;; and  

(d) forward product hours t is the number of hours defined in the ICE NGX Contracting Party Agreement 
for the forward power product associated with the forward power price in subsection 5(1)(iii) multiplied by 
the expected hours of operations t for the reference technology, for obligation period t. 

(e) expected hours of operations t is the estimated number of hours calculated using the average 
historical 12 months of run times of existing resources of the same technology type as the reference 
technology 

Generator forced and planned outage rates, as well as plant economics, must be considered in the 

Forward Product Energy calculation.  

The AESO’s proposed approach overestimates the amount of energy that can be sold forward because it 

ignores planned outages. No generator can avoid the need to take planned outages. As a result, the 

AESO’s approach incorrectly overstates the energy offset and understates Net-CONE value – which could 

threaten system reliability by failing to attract new capacity when needed. 

The calculation of Forward Product Energy must account for the average of forced and planned outages 

as well as the economic operations for the reference technology over its useful life. The reference 

technology cannot be assumed to operate during all hours when it is available for dispatch because it 

would be very costly to operate in periods where the reference technology cannot earn a positive margin. 

This further overstates the expected revenues for the reference technology and biases the calculation of 

energy offset to be unrealistically high, resulting in a further understated Net-CONE. 

We have also provided references to new terms, e.g. Reference Technology Average Capacity, which 

should be added to the Consolidated Authoritative Document Glossary, so they can be easily changed 

without the need to amend this Section 207.2. These new terms should replace hardcoded values. 

Additionally, the Forward Product Hours must be adjusted to reflect expected hours of operation for the 

reference technology. In cases where the Simulation Based Power Price is used, Expected Hours of 

Operations would be estimated using the information in the simulation model. In cases where the Forward 

Power Price is used, Expected Hours of Operations should be estimated using the historical data of the 

run times for existing generators of the same technology as the Reference Technology. 

5(4) The ISO must, in calculating the energy offset t under subsection 5(2), calculate the simulation 
based product energy t using the following formula: 

This new subsection is added to support the addition of an alternative, simulation-based approach 
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simulation based product energy t = reference technology average capacity x (1 – reference technology 
unavailability rate) x dispatched product hours t 

where: 

(a) t equals the obligation period for which the generation is being determined; 

(b) reference technology average capacity is a term defined in the Consolidated Authoritative 
Document Glossary; 

(c) reference technology unavailability rate is a term defined in the Consolidated Authoritative 
Document Glossary; and 

(d) dispatched product hours t is the number of hours that the reference technology is expected 
to be dispatched for during the obligation period t taking into account costs including start up 
and cycling costs, regulatory requirements, maintenance costs and pool prices. 

for calculating the energy offset value, as originally outlined in the new subsection 5(2). 

We have proposed this new subsection to reflect the use of a simulation-based approach, if there is 

insufficient liquidity in the forward prices. The terms of this new section are largely the same, but adds 

Dispatched Product Hours t, which is based on the number of hours the reference technology is 

dispatched in the energy market under the simulation-based approach. This dispatch is in consideration of 

the following: forecasted real-time energy prices, asset costs including variable, start-up and cycling, and 

maintenance costs as well as other restrictions on generation including regulatory requirements and 

permit restrictions. 

5(53) The ISO must, in calculating the energy offset t under subsection 5(1) and 5(2), calculate the energy 
market expense t in accordance with the following formula:  
 
𝑒𝑛𝑒𝑟𝑔𝑦 𝑚𝑎𝑟𝑘𝑒𝑡 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑡= [𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑔𝑎𝑠 𝑝𝑟𝑖𝑐𝑒𝑡×(1+𝑐𝑜𝑚𝑚𝑜𝑑𝑖𝑡𝑦 𝑓𝑢𝑒𝑙 𝑐ℎ𝑎𝑟𝑔𝑒𝑡)] ×reference 
technology ℎ𝑒𝑎𝑡 𝑟𝑎𝑡𝑒𝑡+ 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒 𝑜𝑝𝑒𝑟𝑎𝑡𝑖𝑜𝑛𝑠 𝑎𝑛𝑑 𝑚𝑎𝑖𝑛𝑡𝑒𝑛𝑎𝑛𝑐𝑒𝑡 + (reference technology 
𝑒𝑚𝑖𝑠𝑠𝑖𝑜𝑛 𝑖𝑛𝑡𝑒𝑛𝑠𝑖𝑡𝑦−𝑒𝑠𝑡𝑎𝑏𝑙𝑖𝑠ℎ𝑒𝑑 𝑏𝑒𝑛𝑐ℎ𝑚𝑎𝑟𝑘𝑡)×𝑐𝑎𝑟𝑏𝑜𝑛 𝑝𝑟𝑖𝑐𝑒𝑡 + 𝑡𝑟𝑎𝑛𝑠𝑚𝑖𝑠𝑠𝑖𝑜𝑛 
𝑙𝑜𝑠𝑠𝑒𝑠𝑡+𝑡𝑟𝑎𝑑𝑖𝑛𝑔 𝑐ℎ𝑎𝑟𝑔𝑒𝑡 +hedging costs𝑡 +expected capacity performance penalties𝑡 

 
where:  
(a) t equals the obligation period for which the energy offset is being determined;  
(b) forward gas price t is the weighted average of the settlements matching the obligation period t, 
where the settlements are the average over the period determined by the ISO in subsection 5(1)(b), 
of NGX Phys, FP (CA/GJ), AB-NIT;  
(c) commodity fuel charge t is the most recent 12 month average of published NOVA Gas 
Transmission Ltd NGTL Fuel Usage and Measurement Variance;  
(d) reference technology heat rate is equal to 9.677 GJ/MWh a term defined in the Consolidated 
Authoritative Document Glossary;  
(e) variable operations and maintenance t is the variable operations and maintenance value for 
obligation period t calculated in accordance with subsection 5(4);  
(f) reference technology emission intensity is equal to 0.50 tonnes of CO2/MWh a term defined in 
the Consolidated Authoritative Document Glossary;  

Hedging costs and Expected Capacity Performance Penalties should be included in the formula 

for energy market expense; and the language and references to terms should be changed to: 

1. Reference the alternative, simulation-based approach for energy offset; and  

2. Make Section 207.2 a permanent ISO Rule. 

We have proposed our recommended changes to the rule language to:  

1) add a reference to hedging costs and expected capacity performance penalties for the reference 

technology;  

2) reference the alternative, simulation-based approach that we have recommended;  

3) the addition of terms we believe should be added to the Consolidated Authoritative Document Glossary 

so that changes can be made without the need to amend Section 207.2 (i.e. making 207.2 a permanent 

ISO Rule). 
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(g) established benchmark t is the weighted average of the calendar year values matching obligation 
period t for an established benchmark for electricity published by a public authority;  
(h) carbon price t is the weighted average of the calendar year values matching obligation period t 
for the carbon price published by a public authority;  
(i) transmission losses t is the transmission loss value for obligation period t calculated in 
accordance with subsection 5(5); and  

(j) energy market trading charge t is the most recent energy market trading charge published on the 
AESO website. 

(k) hedging cost t is the estimated cost based upon a historical analysis of the premium charged to 
purchase back power that cannot be physically delivered to meet the requirement of the 
forward product during obligation period t; 

(l) expected capacity performance penalties t is the expected availability and delivery payment 
adjustments under Section 206.8: Obligation Period Performance Assessment for the 
reference technology during obligation period t. 

5(64) The ISO must, in calculating the energy market expense t under subsection 5(3), calculate the variable 
operations and maintenance t value in accordance with the following formula:  
 

variable operations and 
maintenance𝑡 = 

initial variable operations and 
maintenance𝑡=2021/2022  × 

𝑚𝑎𝑡𝑒𝑟𝑖𝑎𝑙𝑠 𝑖𝑛𝑑𝑒𝑥𝑡 
material index 

factor118.5 
 

 
where:  
(a) t equals the obligation period for which the variable operations and maintenance is being 
determined;  
(b) initial variable operations and maintenance t=2021/2022 is equal to $4.60/ MWh is a term defined 
in the Consolidated Authoritative Document Glossary; and 
(c) material index factor is a term defined in the Consolidated Authoritative Document Glossary; 

(dc) materials index t is the value in subsection 4(2)(d). 

The language and references to terms have been changed to make Section 207.2 a permanent ISO 

Rule. 

We recommend removing hardcoded values and adding new terms to the Consolidated Authoritative 

Document Glossary, so they can be updated with amendments to the definitions without the need to 

amend Section 207.2 (i.e. making 207.2 a permanent ISO Rule). 

5(75) The ISO must, in calculating the energy market expense t under subsection 5(2), calculate the 
transmission losses t value in accordance with the following formula:  
 
𝑡𝑟𝑎𝑛𝑠𝑚𝑖𝑠𝑠𝑖𝑜𝑛 𝑙𝑜𝑠𝑠𝑒𝑠𝑡= Σ𝑙𝑜𝑠𝑠 𝑓𝑎𝑐𝑡𝑜𝑟𝑖𝑛𝑖=1𝑛×𝑓𝑜𝑟𝑤𝑎𝑟𝑑 𝑝𝑜𝑤𝑒𝑟 𝑝𝑟𝑖𝑐𝑒𝑡  

This subsection should include a reference to the Power Price to support the addition of an 

alternative, simulation-based approach to the energy offset, and associated simulation-based 
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where:  
(a) t equals the obligation period for which the transmission losses is being determined;  
(b) i…n are facilities located in the Fort Saskatchewan area identified in the most recent loss factors 
published on the AESO website;  
(c) loss factor i is the most recent published loss factor values published on the AESO website; and  

(d) forward power price t  is the forward power price t  value in subsection 5(1)(b) or the simulation 
based power price t value in subsection 5(2). 

power prices. 

We have proposed these changes to clarify the calculation of Transmission Losses when forward prices 

or simulation based power prices are applied as contemplated in 5(1)(b) and 5(2) above. 

7 The ISO must, publish the net-CONE value determined in accordance with this section 207.2 and the 
following data and indices in the Capacity Market Auction Guidelines for each base auction and rebalancing 
auction:  
 

(a) initial composite index t=2021/2022 ;  
(b) composite index t ;  
(c) labour index t ;  
(d) material index t ;  
(e) turbine index t ;  
(f) USD/CAD Foreign Exchange Rate t ;  
(g) energy market expense t ;  
(h) forward power price t ;  
(i) forward product hours t  or simulation based power price t (as applicable);  
(j) forward product energy t ;  
(k) the period determined by ISO refer to in subsections 5(1)(cb), 5(2)(ad), 5(3)(d) and 5(43)(db) ;  
(l) forward gas price t ;  
(m) commodity fuel charge t ;  
(n) variable operations and maintenance t ;  
(o) emission intensity;  
(p) established benchmark t ;  
(q) carbon price t ;  
(r) transmission losses t ;  
(s) loss factor t ; and  
(t) trading charge t .; 
(u) hedging costs t ; 
(v) expected capacity performance penalties t ; 
(w) tax rate t ; and 
(x) expected hours of operations t. 

The references to terms and subsections have been changed to reflect the changes proposed 

above. 
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10 This section 207.2 is in effect for the following auctions:  
(a) the base auction and rebalancing auction for the 2021/2022 obligation period;  
(a) the base auction and rebalancing auction for the 2022/2023 obligation period;  
(a) the base auction and rebalancing auction for the 2023/2024 obligation period; and  
(a) the base auction and rebalancing auctions for the 2024/2025 obligation period. 

Section 207.2 should be a permanent rule and should not be specific to only apply for the first four 

obligation periods. Therefore, this subsection should be removed. 
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Please provide your comments on the following (as set out in AUC Rule 017 s. 13(b-j)): 
 

Item #  Stakeholder comments  

1 whether you agree that Section 207.2, Calculation of Net-
CONE relates to the capacity market and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

2 whether you agree that Section 207.2, Calculation of Net-
CONE should or should not be in effect for a fixed term and 
why or why not 

Please see Appendix 1 of TransAlta’s submission. 

3 whether you understand and agree with the objective or 
purpose of Section 207.2, Calculation of Net-CONE and 
whether, in your view, Section 207.2, Calculation of Net-
CONE meets the objective or purpose 

Please see Appendix 1 of TransAlta’s submission. 

4 how, in your view, Section 207.2, Calculation of Net-CONE 
affects the performance of the capacity market and the 
electricity market 

Please see Appendix 1 of TransAlta’s submission. 

5 your views on any analysis conducted or commissioned by 
the AESO supporting Section 207.2, Calculation of Net-
CONE  

Please see Appendix 1 of TransAlta’s submission. 

6 whether you agree with Section 207.2, Calculation of Net-
CONE taken together with all ISO rules and in light of the 
principle of a fair, efficient and openly competitive market 

Please see Appendix 1 of TransAlta’s submission. 

7 whether you would suggest any alternatives to Section 
207.2, Calculation of Net-CONE  

Please see Appendix 1 of TransAlta’s submission. 

8 whether you agree that the proposed provisional rule 
supports ensuring a reliable supply of electricity at a 
reasonable cost to customers and why or why not 

Please see Appendix 1 of TransAlta’s submission. 
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Item #  Stakeholder comments  

9 whether you agree that the proposed provisional rule 
supports the public interest and why or why not 

Please see Appendix 1 of TransAlta’s submission. 

10 whether you have any additional comments Please see Appendix 1 of TransAlta’s submission. 
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