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Attention: Mr. Murray Hnatyshyn, Manager Capacity Market Design 

 

Dear Mr. Hnatyshyn, 

 

Re: Draft Pre-Qualification Requirements 

 

TransCanada Energy Ltd. (TCE) is a participant in the Alberta wholesale electricity market, 

owns or has an interest in several generating facilities in Alberta, and is actively developing 

future generation projects.  TCE has reviewed the Alberta Electric System Operator’s (AESO) 

Draft Pre-Qualification Requirements and appreciates the opportunity to offer the following 

comments. 

 

General Comments 

 

TCE understands the draft pre-qualification requirements have been proposed as a mechanism to 

reduce the risk of non-delivery and are intended to provide the AESO with sufficient confidence 

that a new capacity resource will meet its in-service date (ISD) and deliver on its capacity market 

obligation.  The draft pre-qualification requirements are proposed in addition to several other 

mechanisms that serve to mitigate this risk, as well as provide incentives to capacity resource 

providers to meet their obligation.  These mechanisms include: the requirement to provide 

security, the length of the forward period, the re-balancing auctions and financial penalties for 

non-performance.   

 

TCE respectfully submits that the draft pre-qualification requirements appear to be focused on a 

developer’s ability to build and finance a project while reliability is a function of technology 

selection and operating experience.  Further, it is TCE’s view that application of onerous pre-

qualification requirements is not likely to increase the likelihood a project meets it’s ISD, and 

will result in additional and unnecessary costs leading to higher capacity market offers and a 

higher Gross Cost of New Entry.    

 

The proposed draft pre-qualification requirements exceed in TCE’s experience what is typically 



 

 

required for a twenty-year capacity contract that covers the full life cycle cost of a facility.  It 

appears the AESO may have utilized much of the qualification requirements for projects 

competing for twenty year contracts in the Renewable Energy Program.  However, the 

Comprehensive Market Design (CMD) proposes a one-year contract term for new resources after 

which term the new resource must offer into the capacity market in subsequent years.1  Although 

the draft pre-qualification requirements seek to minimize the risk to the AESO the market design 

provides virtually no more certainty to developers than the existing energy-only market while at 

the same time increases the cost of participating in the market.  TCE submits that the pre-

qualification requirements should align with the market design and balance the risk of non-

delivery against the costs to a project developer of meeting the pre-qualification requirements.   

 

TCE is also concerned that the AESO is requesting a significant amount of detailed information 

but has not provided the criteria it would use to assess the adequacy of the information provided.  

The level of discretion afforded to the AESO and lack of transparency that the pre-qualification 

requirements introduce creates further risk and increased costs for project developers.   

 

Therefore, TCE proposes that rather than applying onerous and subjective pre-qualification 

requirements prior to a capacity auction, the AESO should make use of milestones and the re-

balancing auctions to determine if it must procure additional capacity to minimize the risk of 

non-delivery.  TCE expects the milestones would be technology and project specific but should 

be determined jointly by the project proponent and the AESO during the qualification phase.  

The level of information required would be far less than that proposed, and could be achieved 

through the submission of a high-level project schedule.  TCE suggests that a milestone approach 

in addition to the other mechanisms contemplated in the CMD would be effective in minimizing 

risk to the AESO.  In addition, TCE encourages the AESO to also consider that other 

jurisdictions allow project developers to delay their obligation in cases where a project is unable 

to meet its ISD.2 

 

Below TCE has provided detailed responses to several of the pre-qualification requirements 

proposed.  

 

Specific Comments  

 

Detailed List of Approvals & Electrical Connection Approvals 

It can often take more than three years to obtain all the necessary regulatory approvals 

required to develop a power plant in Alberta.   The AESO connection process itself can 

take up to two years to navigate.  Much can change during this time and TCE submits 

that the requirements of the AESO connection process, specifically, the requirement to 

file a power plant application with the Alberta Utilities Commission (AUC) at the 

beginning of Stage 3 provides the AESO with sufficient information and certainty 

regarding the status of the various regulatory approvals.  Advancement through the 

AESO connection process should be one of the milestones identified during the forward 

period, and as such, there is no need to place additional requirements on project 

                                                 
1 Demonstration of life-cycle cost coverage does not appear to be relevant to the qualification for a one year contract 

that covers only a portion of the total project revenues. 

2 FERC Order Accepting Tariff Provisions, Docket No. ER14-2400-000, September 12, 2014. 



 

 

developers to provide detailed information during the pre-qualification stage.  As outlined 

above, the ability of the AESO to exercise discretion regarding the adequacy of 

information that is under the purview of other regulators creates additional risks and costs 

and ignores the regulatory framework that has been established.  

 

Detailed List of Major Equipment & Detailed Project Implementation Plan 

The list of components included in the draft pre-qualification requirements, such as control 

systems and relay panels, are selected during the detailed engineering phase, and are not 

part of the front-end engineering.  Most project developers would not typically be able to 

provide this level of detail to the AESO three and a half years prior to their project’s ISD.  

Requiring developers to significantly advance the detailed design is costly and increases 

the risk for a project developer should the project not clear in the auction.  It also limits the 

ability of the project developer to find cost savings or avail itself of improvements in 

technology.  Further, TCE does not see how the provision of this level of detail provides 

the AESO with any certainty that a project will meet its ISD.  Likewise, the vast majority 

of the details that would be included in a project implementation plan are identified post 

award and are not available during the pre-qualification phase.   

 

Operational Requirements 

The obligation to comply with the ISO Rules and Technical Requirements are contained 

in legislation and are a condition of obtaining system access service from the AESO.  It is 

unnecessary to include this obligation in the pre-qualification requirements and the 

AESO should strive to avoid duplicating requirements for market participants. 

 

Stakeholder Relations  

The AUC requires project developers to conduct meaningful stakeholder engagement.  

The AESO should not be placing requirements on market participants to demonstrate 

they will meet the requirements for approvals they do not grant.  It is duplicative and 

unnecessary.  As outlined above, the AESO, through the current connection process has 

sufficient information and certainty with respect to the approvals required and their 

status.  An appropriate milestone approach will ensure that the AESO has the necessary 

visibility with respect to the progress of a project. 

 

Project Delivery Experience 

The project delivery experience requirements, and specifically, the requirement to 

demonstrate experience with each stage of project delivery at no less than two 

Comparable Facilities in a ten-year period is excessive and will create barriers to entry.  

This requirement ignores that the size of the Alberta market greatly limits the need for 

new capacity.  For many Alberta based developers who are not as active in other 

jurisdictions this would be a difficult criterion to meet.  Given the significant barrier it 

creates relative to the risk the AESO faces of not having enough capacity for no more 

than a single year, this requirement should be removed or significantly relaxed.    

 

Incremental Capacity Resources 

TCE proposes that only projects that increase their capacity by a significant percentage, 

i.e. 50%, should be required to qualify as new capacity.  It is undesirable to require 



 

 

owners of existing resources to comply with onerous pre-qualification requirements for 

small uprates in capacity.  

 

Given the nature of the content proposed in the draft pre-qualification requirements TCE 

feels it would be appropriate to discuss stakeholder feedback at the next set of work group 

meetings. TCE looks forward to providing further comments on this topic.  Should you wish 

to discuss the content of this submission further I can be reached by email at 

Janene_Taylor@transcanada.com or by phone at 403-920-7682.  

 

Sincerely, 

 

Original Signed by 

 

Janene Taylor 

Manager Market Services & Regulatory  

TransCanada Energy Ltd. 
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