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Date of Request for Comment: February 10, 2017 

Period of Comment: January 17, 2017 through February 10, 2017 

Comments From: ATCO 

Date [yyyy/mm/dd]: 2017/02/10 

  
Contact: Matthew Davis 

Phone: 403-245-7828 

Email: Matt.Davis@atco.com 

 

To initiate stakeholder consultation on the capacity market design, the AESO hosted kick-off stakeholder sessions in Calgary and 
Edmonton on January 12 and 16, 2017. At these sessions the AESO presented a brief description about capacity markets, described our 
vision of the desired end state, proposed an approach to undertaking the design and a potential roadmap for completing the work. In 
addition, the AESO presented an approach to consultation, as well as a set of proposed criteria and assumptions to be used as tools to 
guide the capacity market design.  
 
The presentation can be found here. 
 
We request your feedback about these topics as well as any others that you believe are appropriate for the AESO to consider. We expect a 
great deal of feedback based on the level of interest demonstrated by stakeholders at the sessions, and request you use this structured 
template to provide your comments. This will allow the AESO to quickly synthesize and publish the feedback from a broad range of 
interested parties. 
 
All stakeholder comments received will be reviewed by the AESO and posted on the AESO website. 

 

https://www.aeso.ca/assets/Uploads/AESO-Capacity-Market-Stakeholder-Session-Jan-2017-Final.pptx
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Capacity Market Design Approach 
Please indicate in your response whether you support the planned design approach, or if not, why? 
 

Section Approach  Stakeholder Response 

Proposed desired 
end state of capacity 
market development  
 

Slide 7 

Do you support the following statement regarding the 
desired end state for the capacity market?  Do you 
disagree with the statement or have alternative 
wording?  Please provide reasons for your response.    
 
“The desired end state is to develop a capacity 
market that utilizes competitive market forces, 
ensures continued supply adequacy and reliability at 
a reasonable cost and is flexible to reflect the unique 
aspects of Alberta’s electricity industry.” 

ATCO views this consultation on designing a capacity market as a central 
component of a holistic review of Alberta’s electricity policy framework. The 
capacity market that is to be developed must work in conjunction with energy 
and ancillary services (AS) markets to maintain reliability at a reasonable cost for 
consumers while also allowing for a reasonable return of and on capital for new 
and incumbent investors. Flexibility, transparency and clear market signals are 
necessary to support the electricity policy framework changes that are underway 
and anticipated.  
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Section Approach  Stakeholder Response 

Key design 
questions for 
capacity market 
development 
 

Slides 8 – 11  

Is the preliminary list of key design questions an 
inclusive list?  Is it clear what area of capacity market 
development each question is intending to address?  
What clarification is required on any of these items?  
What additional questions or areas, if any, do you 
think should be added to the list to ensure a 
comprehensive capacity market design?  Please 
provide as much detail as possible. 
 
– How much capacity needs to be procured? 

(Resource adequacy requirement) 

– Who will buy the capacity? (Obligation to procure) 

– When and how often will capacity be purchased? 
(Procurement timing and frequency) 

– How long will the capacity delivery period be? 
(Term) 

– Who can provide capacity? How much can they 
provide? (Eligibility)  

– How do we know that capacity has been 
provided? (Performance assessments) 

– How will the capacity market work? (Market  
mechanics) 

– How will capacity providers be paid? How will 
capacity costs be allocated? (Capacity market 
settlement)  

– How will the capacity market impact the energy 
and ancillary services markets? (Inter-operability 
implications) 

ATCO notes that unless considered as detail within the broad “market 
mechanics” category, there is no mention on governance and market power 
mitigation. In general, it would be good to have a better understanding of what 
details the AESO views as market mechanics: does this include auction design, 
development of an administrative demand curve, price caps, etc…?  

Many of the questions here are inter-related and thus will need to be answered 
in a coordinated fashion. For example, eligibility criteria are inter-related with the 
resource adequacy requirement and potentially performance assessments. For 
cogeneration, eligibility criteria may be further inter-related with the obligation to 
procure, and cost allocation. Additional comments on these relationships and 
how they may impact sequencing are provided under the “Design dependencies 
and sequencing” section.   

Further, there are various government policy efforts that will influence the scope 
and inter-relationships of these key design questions.    
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Section Approach  Stakeholder Response 

Design 
dependencies  and 
sequencing 
 

Slide 12 

What additional information do you require regarding 
sequencing?  Do you agree with dependencies 
between design elements and the proposed 
sequencing of the design?  Is there an alternative 
sequencing that should be followed?  Is there a 
different approach entirely that should be considered?  
Please provide reasons for your response.   

It is understood why the AESO would want to sequence the design. As 
previously mentioned, there are numerous interdependencies that could prove to 
be a challenge for the AESO’s proposed sequencing (see example in the 
previous comment). The following illustration is an alternative approach to the 
AESO’s staging that allows for more cross collaboration between design 
elements. This is essential to prevent potential re-work. The questions on who 
has the obligation to procure and how to determine the resource adequacy 
requirement are initial starting points. Eligibility of resources is inter-related with 
the resource adequacy requirement, settlement, and performance assessments. 
Term length, procurement timing and frequency, and market mechanics can 
occur in sequence and in parallel with other elements, similarly any changes to 
the energy and AS markets can be accomplished in parallel over a potentially 
longer period.  

Figure 1 – Staging of Capacity Market Design Elements 
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Section Approach  Stakeholder Response 

Capacity market 
development 
roadmap 
 

Slide 13 

What additional questions or clarification do you have 
regarding the roadmap?  Do you have any issues or 
concerns with the proposed roadmap for designing 
and implementing the capacity market?  Are there 
items or considerations missing from the roadmap? 

The roadmap as proposed appears reasonable and reflects the urgency to 
initiate work on design as soon as possible. ATCO would appreciate clarification 
on when the AESO anticipates the existing energy only market to cease – is it as 
illustrated, at the beginning of 2021 or on some other anticipated date?  

Given the potential for delays, ATCO would request information on the AESO’s 
plans to mitigate any delays in the development and implementation of the 
capacity market.  

In the roadmap, development activities are identified but no transition activities 
are; What are the AESO’s plans for an orderly transition to the capacity market?  

AESO Consultation 
Principles 
 

Slide 15 

Do you have any questions regarding the AESO’s 
consultation principles as they pertain to development 
of the capacity market?  Are there additional concepts 
or principles which should be considered?  Please 
provide reasons for your response. 

Given the considerable interest from a broad range of stakeholders, ATCO 
requests further clarification on how the AESO will engage with stakeholders in a 
fulsome dialogue. Particularly, how can well informed market participants assist?  

It has been suggested that a steering committee may assist in managing the 
process (though that comes with challenges on composition and membership). 
This could be similar to the Market Advisory Committee that previously existed. 
Or, will there be a series of working groups set up for consultation for 
participants particularly interested in the process? Overall, the development of 
the capacity market and any other changes to the market structure must follow 
an inclusive process to ensure longevity of the final market design that supports 
the policy framework. 

To best draw on the experience and expertise of stakeholders, the process must 
remain open to proposals that illustrate how Alberta’s grid can innovate and 
modernize while working through difficult changes. This is a once in a generation 
opportunity to have a meaningful impact on a market design that will touch 
current and future Albertans.  

Further questions on the consultation include: Will the AESO be engaging a third 
party expert to assist in the process by providing expert advice, and independent 
monitoring of the development process? And, how will the AESO and 
Government work together on topics that involve policy?  



 

 

 

Issued for stakeholder comment January 17, 2017 Page 6 of 18 Public 

Section Approach  Stakeholder Response 

Proposed approach 
to answering key 
design questions 
 

Slides 16 – 17  

What clarification or additional information do you 
require regarding the proposed approach? 

Do you support the two-stage iterative process 
proposed for the capacity market design?   

Do you agree this process will deliver an inclusive, 
timely, efficient, cohesive and comprehensive 
design? 

Do you think that the process will result in the 
expected benefits listed? 

Are there modifications to this approach that would 
improve its effectiveness? 

Is there an alternative consultation approach you 
would like us to consider and why?  Please describe 
the alternative in as much detail as possible.  

Given the interdependencies between most design elements the process may 
first be better served with a high level straw dog on how the market is envisioned 
to work in full – without that understanding it will be difficult to have a full 
discussion on the details of each individual topic.  

Once a general understanding of the future state of the market is developed, 
ATCO is supportive of the two-stage iterative process to develop the details.  

If staged correctly, with the potential to revisit topics this approach may yield a 
comprehensive design. Without understanding the general expected outcome 
from the onset, it will be difficult to understand the AESO’s rationale for their 
determinations. Further comment is provided below in the “Design development 
steps” section.   

ATCO would request that materials be provided reasonably in advance of any 
meetings so that the discussion can be meaningful and not just an information 
session.  
 

Design Alternatives 
Sheets 
 

Slide 18 

Do you have any comments regarding the proposed 
purpose, structure or content for of the proposed 
design documentation? 

When evaluating the DAS, clear linkages between design elements need to be 
identified, when presenting alternatives not only do the pros and cons have to be 
considered, but also the implications to other design elements.    

Term Sheets 
 

Slide 19 

Do you have any comments regarding the proposed 
purpose, structure or content for of the proposed 
design documentation? 

None at this time.  
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Section Approach  Stakeholder Response 

Design development 
steps 
 

Slide 20 

Do you have any questions regarding the proposed 
steps? 

Do you support the proposed design development 
process? 

What should be considered before a design 
component moves to the stage of being drafted into 
legal language? 

ATCO is supportive of the iterative features of the development process (as 
illustrated). At each stage of the process it is expected that there will be 
transparency and opportunities for discussion.  

Only once a critical mass of inter-related design elements have made it through 
to finalization of their respective term sheets should drafting of authoritative 
documents be initiated. This is essential to prevent re-work of authoritative 
documents should there be a need to revisit any design element after further 
development of others. On a whole, ATCO expects that a full “package” of 
capacity market design rules would be submitted to the AUC for approval.  

 
Capacity Market Criteria 
Please indicate in your response whether you support the following market criteria and provide reasons for your position. 

 

Section Subject Stakeholder Response 

Potential criteria for 
supply adequacy 
and reliability 
 

Slide 22 

Do you support the following criteria regarding the 
supply adequacy and reliability category?  Please 
explain. 
 
The capacity market should achieve desired reliability 
objectives by creating a real and measurable supply 
adequacy product. 

ATCO would like the AESO to clearly define what it means by “real” before 
submitting full comment on this statement. The supply adequacy product should 
reflect the supply adequacy concerns that the AESO has indicated and that are 
agreed to by stakeholders.  

ATCO does support the requirement that any capacity product must be 
measurable to evaluate performance when called upon. 

Potential criteria for 
supply adequacy 
and reliability 
 

Slide 22 

Do you support the following criteria regarding the 
supply adequacy and reliability category? Please 
explain. 
 
The capacity market should contribute to the reliable 
operation of the electricity grid and implementation 
should be consistent with, and complementary to, 
other measures aimed at ensuring reliability. 

The capacity market design should work with the energy and AS market designs 
to ensure reliability at a reasonable cost while also allowing for a reasonable 
return of and on capital for new and incumbent investors. Implementation should 
address the electricity policy framework that is currently being reviewed.  
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Section Subject Stakeholder Response 

Potential criteria for 
supply adequacy 
and reliability 
 

Slide 22 

Are there additional criteria which should be included 
in this category? 

Given Alberta’s unique system, will the AESO evaluate the need for different 
supply adequacy products for both summer and winter? While the system peaks 
in winter months, there is a growing summer peak which coincides with derates 
to thermal plants due to ambient temperature. It is noted that the past three firm 
load shed events have all occurred in summer.   

Potential criteria for 
the capacity market 
 

Slide 23 

Do you support the following criteria regarding the 
market category? Please explain. 
 
The capacity market should be fair, efficient, and 
openly competitive. 

ATCO supports this statement.  

Potential criteria for 
the capacity market 
 

Slide 23 

Do you support the following criteria regarding the 
market category? Please explain. 
 
The procurement of capacity should employ market-
based mechanisms and a competitive market for 
capacity should be developed.  

Given that the decision to move to a capacity market has been made by the 
AESO and Government, ATCO supports this statement. 

Potential criteria for 
the capacity market 
 

Slide 23 

Do you support the following criteria regarding the 
market category? Please explain. 
 
A wide variety of technologies should be able to 
compete to provide capacity.  

ATCO notes that a wide variety of fuel sources as well as generators of various 
sizes should also be able to compete to provide capacity. Through the design 
process eligibility criteria and calculations for all technologies must be 
considered based on the supply adequacy product(s) that the AESO deems are 
required. This includes opportunities for conventional and renewable supply, 
along with new technologies such as energy storage.  

The AESO in their October report to the Government made passing reference 
(page 37, footnote 46) to the potential for a separate coal capacity schedule to 
facilitate a coal schedule. ATCO would appreciate further clarification on what, if 
any, plans the AESO has to facilitate a schedule before 2030, and how that may 
be implemented as part of a capacity market design discussion?  
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Section Subject Stakeholder Response 

Potential criteria for 
the capacity market 
 

Slide 23 

Do you support the following criteria regarding the 
market category? Please explain. 
 
Capacity market mechanisms, outcomes and relevant 
data should be transparent. 

ATCO supports this statement. The AESO must continue to be cognizant that 
some of the information that participants submit to them contains commercially 
sensitive information and should be kept confidential.  

There should be sufficient information available to the market to make rational 
commercial decisions in formulating the strategies for participation in the 
capacity market.  

It is understood that the AESO will most likely be developing their supply 
adequacy needs based on their forecast for demand going forward, ATCO 
anticipates that the development of said forecast will be done so in a transparent 
manner. Further, ATCO would anticipate that the AESO release their expectation 
for the supply mix going forward based on forecasted demand and other factors. 
This will facilitate participant’s ability to assess not only needs for the delivery 
period, but also make informed decisions on future delivery periods, when 
making their submissions to the capacity market.  

Potential criteria for 
the capacity market 
 

Slide 23 

Do you support the following criteria regarding the 
market category? Please explain. 
 
There should be a well-defined product and an 
effective and efficient capacity price signal.  

ATCO requires additional information in order to comment in full on this 
statement. The AESO must clearly articulate its supply adequacy needs and the 
product that is to be procured to meet these needs.  

Potential criteria for 
the capacity market 
 

Slide 23 

Are there additional criteria which should be included 
in this category? 

 

Potential criteria for 
costs and risk 
 

Slide 24  

Do you support the following criteria regarding the 
costs and risks category? Please explain. 
 
Long-term investment risks should continue to be 
largely borne by investors rather than consumers.  
 

ATCO would note that a shorter contract term may not provide the certainty that 
is required for new investment. This is particularly true in a market that will have 
no history but will be challenged to incent new capacity nearly upon inception. 
ATCO recommends that at a minimum, longer terms be available for new or re-
fueled units to support investment. 
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Section Subject Stakeholder Response 

Potential criteria for 
costs and risk 
 

Slide 24 

Do you support the following criteria regarding the 
costs and risks category? Please explain. 
 
The capacity market should instil investor confidence 
and should result in private investment. 
 

ATCO supports this statement with the caveat that investor confidence requires 
certainty, with clear market signals in the capacity, energy and AS markets. 
Investors will only have confidence if all markets are well designed.  

Potential criteria for 
costs and risk 
 

Slide 24 

Do you support the following criteria regarding the 
costs and risks category? Please explain. 
 
There should be an effective balance between 
capacity cost and supply adequacy. 
 

The capacity market must balance providing supply adequacy at reasonable cost 
while also allowing for a reasonable return on capital for new and incumbent 
investors. Detailed design discussions on topics such as eligibility and the 
development of a demand curve are expected to form part of this discussion.  

Potential criteria for 
costs and risk 
 

Slide 25 

Do you support the following criteria regarding the 
costs and risks category? Please explain. 
 
The term of the capacity obligation should be as short 
as possible while ensuring supply adequacy 
objectives are achieved. 
 

Please see comments above in response to the question on “Long-term 
investment risks should continue to be largely borne by investors rather than 
consumers”. 

Potential criteria for 
costs and risk 
 

Slide 25 

Do you support the following criteria regarding the 
costs and risks category? Please explain. 
 
Reasonable capacity costs for consumers should be 
achieved through effective competition and 
administratively determined prices should be avoided. 
 

ATCO generally supports this statement. Reasonable costs for consumers must 
also allow for reasonable opportunity for developers to invest in the market. 
ATCO anticipates that any form of the capacity market will have some 
administrative activities which will require regulatory oversight, for example the 
establishment of a demand curve.  
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Section Subject Stakeholder Response 

Potential criteria for 
costs and risk 
 

Slide 24 

Do you support the following criteria regarding the 
costs and risks category? Please explain. 
 
The design should provide mechanisms for 
consumers to hedge the cost of capacity if and where 
appropriate. 
 

The design needs to allow for alternative options for hedging capacity over the 
long term, as this is beneficial for both consumers and capacity providers. ATCO 
anticipates that parts of this discussion will include understanding who has the 
obligation to procure capacity, along with further details on settlement provisions.   

Potential criteria for 
costs and risk 
 

Slides 24 – 25 

Are there additional criteria which should be included 
in this category? 
 

ATCO is of the view that the AESO should also consider frequency of capacity 
auctions when determining term. Shorter term obligations may imply more 
auctions which may result in undue regulatory burden on the industry, potentially 
even leading to higher costs to consumers.   

Potential criteria for 
flexibility  
 

Slide 26 

Do you support the following criteria regarding the 
category of flexibility?  Please explain.  
 
Unique aspects of Alberta’s electricity system should 
be considered in the design of the capacity market 
(e.g. nature of load/generation, levels of 
cogeneration, limited interties, large geographic area, 
etc.). 
 

One of the most unique aspects of Alberta’s market is the significant levels of 
cogeneration and behind the fence load. Further unique aspects include 
Alberta’s high load factor with significant levels of industrial demand that is not 
served by any particular load serving entity, and retail competition with potential 
for customer switching. All of these, plus other unique aspects must be worked 
through when developing a capacity market.  



 

 

 

Issued for stakeholder comment January 17, 2017 Page 12 of 18 Public 

Section Subject Stakeholder Response 

Potential criteria for 
flexibility 
 

Slide 26 

Do you support the following criteria regarding the 
category of flexibility?  Please explain.  
 
The capacity market should be compatible with other 
components of the electricity framework, and should 
be robust and adaptable to different government 
policy initiatives related to the electricity sector. 
 

ATCO notes that significant effort should be extended to ensure that the capacity 
market is compatible with other elements of the electricity framework to minimize 
the risk of unintended consequences. Flexibility is essential to accommodate 
changes to the electricity policy framework that are underway or anticipated. The 
following are some examples of flexibility requirements that could be necessary 
for some of the policy work that is currently in-flight with the Government: 

 Transmission policy – any move away from Alberta’s existing 
unconstrained transmission policy may require changes to the energy 
market (pricing of congestion, leading to locational pricing) and/or the 
potential for creation of capacity zones within Alberta.  

 Coal to gas conversions – the move to a capacity market itself may not 
sufficient to incent coal to gas conversions, there are numerous details 
within the capacity market which will assist in making these prudent 
investments (e.g. longer terms for refueled units to provide certainty). In 
addition, changes to the energy market could better foster these types of 
units (e.g., addressing unit commitment issues and risks). 

 Hydro and renewables development – renewable technologies should be 
allowed to recover as much of their revenue requirements as possible 
from the electricity markets by participating in capacity, energy, and AS to 
the extent they qualify before using alternative funding  to support these 
investments.  

 Micro and community generation – currently small units are settled on an 
energy price, if they are not eligible for participation in the capacity market 
they may no longer receive the capacity benefit that was implicit in the 
pool price within the energy only market. This will have detrimental 
impacts on the ability for these units to earn a return.  

 Intertie development – how imports are treated in the future capacity 
market needs to be well understood. Will the AESO be including import 
capacity when evaluating its supply adequacy needs and eligibility for 
participation?    
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Section Subject Stakeholder Response 

Potential criteria for 
flexibility 
 

Slide 26 

Are there additional criteria which should be included 
in this category? 
 

 

Potential criteria for 
timely development 
 

Slide 27 

Do you support the following criteria regarding the 
timely development category? Please explain. 
 
Market should be targeted to open in 2019 for start of 
first capacity procurement.  
 

ATCO generally supports the timeline illustrated. It is noted that in the materials 
presented it appears that 2021 is the start for the capacity market and 
acknowledge that timelines could slip into 2020 for procurement. Should this 
happen, one could anticipate that multiple auctions for differing delivery years 
may occur.   

Potential criteria for 
timely development  
 

Slide 27 

Do you support the following criteria regarding the 
timely development category? Please explain. 
 
The initial degree of change to the current energy and 
ancillary service market should be minimized. 
 

While ATCO understands the desire for incremental change, this is a unique 
opportunity to make improvements to the energy and AS markets which will 
allow for flexibility to integrate other electricity policy framework changes. 
Piecemealing changes to the market structure, be it with the capacity market 
design, or changes to energy and AS, puts negative pressure on market 
confidence. Clear and concise market signals are required to support 
investment.   

Potential criteria for 
timely development 
 

Slide 27 

Do you support the following criteria regarding the 
timely development category? Please explain. 
 
Simple and straightforward implementation should be 
a priority. 
 

The development of a capacity market is part of a complex electricity framework, 
implementing the policy framework will require complex contemplation and 
solutions. ATCO worries that this focus on minimizing change and simple 
solutions will lead to sub-optimal outcomes.  

Potential criteria for 
timely development 
 

Slide 28 

Do you support the following criteria regarding the 
timely development category? Please explain. 
 
To the extent a staged implementation is pursued, the 
expected timing and nature of future changes should 
be provided. 
 

To support investor confidence there should be clear commitment to follow 
through on any identified changes over a period of time. The effort should have 
clear and realistic timelines and should accommodate lessons learned as the 
capacity market evolves.  
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Section Subject Stakeholder Response 

Potential criteria for 
timely development 
 

Slide 28 

Do you support the following criteria regarding the 
timely development category? Please explain. 
 
The risks of regulatory delay and need for re-design 
should be minimized. 
 

ATCO generally supports this statement. The only way that the market will be 
successful at ensuring supply adequacy is if investor confidence is instilled and 
consumer’s costs are reasonable and stable. Any regulatory delays and re-
design would damage investor confidence, result in price volatility – negatively 
impacting consumers, and result in un-intended consequences.  

Potential criteria for 
timely development 
 

Slide 28 

Do you support the following criteria regarding the 
timely development category? Please explain. 
 
Best practices and lessons learned from other 
capacity market implementations should be leveraged 
as much as possible. 

ATCO generally supports this statement. There are many design elements that 
can be learned from other jurisdictions and these should be leveraged as much 
as possible so that efforts can be focused on solving the unique issues for 
Alberta. 

Potential criteria for 
timely development 
 

Slides 27 - 28 

Are there additional criteria which should be included 
in this category? 
 

While there are significant numbers of stakeholders interested in this process it 
will be a challenge to move forward with everyone participating fully. How will the 
AESO manage this process? 

General feedback 
regarding criteria 
 

Slides 21 – 28  

Are there additional categories of criteria which 
should be considered? 
 
Do you require additional explanation or have 
questions regarding any of the categories or criteria? 
 
Do you think all criteria are equally important or 
should some take precedence over others? 
 

If there are further questions or considerations on criteria, the process should 
allow for additional discussion in an open and transparent manner. A forum such 
as a market advisory committee may provide such a platform.  

It is essential that the capacity market development fit within the holistic review 
of Alberta’s electricity framework. Thus the design and consultation effort must 
work closely with other policy work underway to ensure that there is alignment, 
otherwise there is the potential for un-intended consequences.  
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Capacity Market Assumptions 
Please indicate in your response whether you support adopting the following starting assumptions and provide reasons for your position. 
 

Item Assumption Stakeholder Response 

1 
 

Slide 30 

Do you support adopting the following assumption? Please explain. 

A capacity obligation is a forward physical obligation on capacity 
suppliers that requires the capacity sold in the capacity market to 
be available to provide energy when needed. This obligation is 
created when the supplier’s offer is cleared in the capacity market. 

ATCO generally supports this assumption, though additional details on the 
obligations created by the capacity market along with performance requirements 
are required.  

2 
 

Slide 30 

Do you support adopting the following assumption? Please explain. 

All existing capacity “must offer” their eligible capacity to the 
capacity market. Planned capacity must offer for the delivery year 
they are connected.  

ATCO generally supports this assumption as it is a reasonable continuation of the 
existing “must offer” requirements. ATCO notes that further details on eligibility, 
auction process, along with options for rebalancing forward obligation are 
required.  

3 
 

Slide 30 

Do you support adopting the following assumption? Please explain. 

The capacity market will be designed as a single zone with the 
capability of adding zones should it be required due to a change in 
transmission policy or other factors. 

ATCO generally supports this assumption given that any discussion on 
transmission policy has not yet started. ATCO does though note that there are 
existing unique circumstances in Alberta that may require further consideration 
(e.g. TMR requirements).  

4 
 

Slide 31 

Do you support adopting the following assumption? Please explain. 

The resource adequacy requirement for Alberta will be centrally 
determined.  

ATCO supports this assumption and expects that the appropriate regulatory 
oversight, stakeholder consultation, and transparency will be in-place to monitor 
determination.  

5 
 

Slide 31 

Do you support adopting the following assumption? Please explain. 

The capacity market is intended to ensure supply adequacy. Other 
attributes such as carbon output, total capacity factor, ramp 
flexibility, energy production costs, etc., are not considered within 
the capacity market. 

ATCO notes that the capacity market development is a portion of a holistic 
evolution of Alberta’s electricity policy framework. The capacity market, in 
combination with the energy and AS markets, will have to support investments in 
technologies with the characteristics that are necessary to run a reliable grid and 
support Alberta’s electricity policy framework.  
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Item Assumption Stakeholder Response 

6 
 

Slide 31 

Do you support adopting the following assumption? Please explain. 

Capacity and energy/ancillary services are separate products, and 
are procured independently.  

In general, ATCO believes capacity can be procured as a separate product and 
done so independently from the energy and AS markets. Overall, all markets 
must work within, and support the holistic review of Alberta’s electricity policy 
framework. 

7 
 

Slide 32 

Do you support adopting the following assumption? Please explain. 

Participants do not need to be successful in the capacity market to 
participate in the energy and ancillary service markets. 

ATCO generally supports this assumption. ATCO notes it expects that failure to 
be successful in one capacity auction will not preclude eligibility to participate in 
future auctions. Further clarification is required to understand whether different 
obligations will exist in the energy market for those who were unsuccessful in the 
capacity market.  

8 
 

Slide 32 

Do you support adopting the following assumption? Please explain. 

While receiving support payments, Renewable Electricity Program 
(REP) round 1 winners are not eligible to sell REP capacity in the 
capacity market owing to the Indexed REC payment mechanism 
chosen. 

The capacity market design should allow for participation by all resource types 
under equal terms to the extent that they are eligible to provide capacity. 
Participation in the capacity market should not be limited based on which program 
the resource was developed. The “indexed-REC” should fill the gap between a 
project’s costs and the complete proceeds that it receives from participating in all 
forms of the wholesale electricity market (capacity, energy, and AS). If not eligible 
to participate in the capacity market, how will any capacity contribution from these 
resources be netted off?  
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Slide 32 

Do you support adopting the following assumption? Please explain. 

Capacity market mechanics/behaviour will have regulatory 
oversight. Market outcomes will be the result of market clearing, 
unless otherwise demonstrated. 

ATCO supports this assumption and views the roles of the AUC and MSA as 
essential in providing oversight on regulatory development and evaluation of 
competitiveness of the market.   

 

General 
feedback 
regarding 
assumptions 

Are there additional assumptions which should be considered? 
 
Do you require additional explanation or have questions 
regarding any of the assumptions? 
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General Feedback 
Please provide as much detail as possible in your responses below. 
 

Section Subject Stakeholder Response 

Next Steps 
 

Slides 33 – 34  

Please provide any general feedback you have regarding the 
January 12/16 AESO presentation content or format. 
 
Please provide any general feedback you have regarding 
formats for future materials or stakeholder sessions. 

We support holding stakeholder sessions whenever possible. Providing the 
presentation materials reasonably in advance will allow for a more meaningful 
dialogue.  

Next Steps 
 

Slides 33 – 34 
 

Please provide any feedback you have regarding next steps 
in the capacity market development process. 

ATCO would appreciate a timetable as soon as possible from the AESO that 
clearly illustrates next steps, key dates and timelines.  

Next Steps 
 

Slides 33 – 34 
 

Assuming criteria, assumptions, key questions, sequencing 
and stakeholder approach are finalized, do you agree that 
next steps are to begin consultation on the first detailed 
design components?  Do you agree that these items need to 
be resolved before detailed design components begin to be 
addressed? 
 
Other than the items listed above, do other topics need to be 
discussed or addressed, or other information provided, 
before detailed design discussions begin?   

ATCO believes that the process will be best served by having additional detail on 
the AESO’s plans. Before moving into detailed design it would be good to have a 
high level understanding of how the AESO envisions all the design elements 
working together. This would help solidify general consensus on what may be the 
most critical design details to focus our collective efforts on.  
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General 
Information 
 

Please provide any additional comments or information 
regarding topics which you think are relevant but have not 
been specifically addressed above. 

ATCO requests that the AESO, through its business planning, provide an 
assessment on the costs that are associated with the re-design. Further, ATCO 
requests that the AESO provide non-confidential reports/analyses that are 
prepared for this discussion, along with reasonable access to data for market 
participants to perform their own analyses. 

As a company with touch points across the sector (generation, transmission, and 
retail) – along with being a major investor in the province –  ATCO is keenly 
interested in ensuring that the capacity market design occurs successfully as part 
of the holistic review of Alberta’s electricity policy framework.  

The development of the capacity market along with any changes to the energy 
and AS markets will be an opportunity for complex contemplation. In this 
process, the AESO cannot use “it’s simple” or “minimizing change” as rationale 
for its decisions. It is essential to get as much done as possible for the onset of 
the new market to ensure investor confidence. Future changes that cannot be 
made in time need to be clearly identified in a roadmap for future development.   

 


