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Date of Request for Comment: February 10, 2017 
Period of Comment: January 17, 2017 through February 10, 2017 
Comments From: TransAlta Corporation 
Date [yyyy/mm/dd]: February 10, 2017 

  Contact: Marcy Cochlan 
Phone: 403-267-4664 
Email: marcy_cochlan@transalta.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. 
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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.” 

TransAlta supports the statement but also qualifies that the end state must achieve 
the following: 
 
The capacity market must be developed to be consistent with the coal-to-gas 
conversion and hydroelectricity development framework.  These resources need 
to be eligible to participate in the capacity market.  
 
It is also critically important that the timing of completing the market design must 
align with conducting the first auction in early 2019.  This procurement is 
required to ensure that there is an adequate supply of capacity post-2020.  
 
We wish to add that the capacity market must be designed with the following 
principles to allow competitive market forces to operate effectively and 
efficiently: 
  The capacity market design must be fair and equitable to existing and new 

generation.   
 All capacity in the market receives a common or equal price. 
 The supply adequacy product is defined to include any existing 

generation. 
 Develop an effective supporting mechanism to ensure that existing 

renewable generation is not adversely economically impacted by the 
implementation of a capacity market in Alberta.  Future capacity requirements should be determined in an open, transparent, 

and formal process that involves market participants.  Generators must not be forced to operate their assets at a loss.  
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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) 

TransAlta suggests that the following questions be added to the key design 
elements and addressed in the stakeholder consultation and Design Alternatives 
Sheets: 
 
Market Mechanics  What is the reference technology that is used to set the Cost of New Entry in 

each of identified markets?  What informed the decision to select that 
reference technology?  How have other markets dealt with horizontal and vertical market power?  How are resources that have been procured outside the organized markets 
(subsidized) considered? 

 
Term  What were key considerations for setting the length of the capacity delivery 

period?    Has the length of capacity delivery period been adequate to finance new 
investment?  

 
Performance Assessment  What are the most appropriate capacity penalty/incentive schemes to 

ensure/reward performance in a market like Alberta? 
 
Eligibility  What are the resource eligibility requirements for capacity market 

participants?  How are the capacities of different resources (thermal, wind, 
solar, hydro, demand response) adjusted to ensure only reliable capacity is 
eligible? 

 How are external resources (importers) dealt with in other markets? 
 
Resource Adequacy Requirement  What types of demand curves are used in each of the identified markets? 
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Section Approach  Stakeholder Response 
 
Obligation to Procure  How are self-supply arrangements dealt with in the identified markets? 
 
Capacity Market Settlement  How are self-supply and other hedging arrangements settled? 
 
Inter-operability Implications   How would the energy market be impacted by the introduction of the capacity 

market?  How is retail competition impacted by capacity market design?  Are there 
specific design elements and/or choices that are particularly impactful to the 
competitive supply for customers?  Will the current ancillary services market design need to evolve given the 
presence of a capacity market?  What types of preventative or mitigative measures have been implemented to 
ensure that out-of-market procurement does not compromise the price signal 
for investment arising from the capacity and energy/AS markets?  How do market participant hedge their operating risks and exposure to 
variable capacity prices in other jursidictions with organized capacity 
markets?  How do secondary markets work? 
 

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.   

 TransAlta proposes the design elements be sequenced as shown below.  
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Section Approach  Stakeholder Response 
 

Design 
Criteria & 

Engagement 
Process 

Procurement Obligation 

Market Mechanics 
Term Timing & Frequency 

Resource Adequacy Requirements & Eligibility of 
New and Existing Resources 

Settlement and Credit 

Energy and Ancillary Service 
Market Impacts 

Performance Assessment 

Establish Regulatory Framework for Design Refine Regulatory Framework 

  The proposed design sequencing takes into account the dependencies and inter-
relationships between the topic areas.  The basis for these changes are described 
below:  
  Develop the legislative and regulatory framework and complete this by the 

end of Q3 2017 – which coincides with the timeframe in which the first 
design elements will be developed in.  Procurement obligation should be discussed early in the process as the 
decision about who carries the obligation to procure capacity will inform 
many stakeholders’ views on other elements of the design.    Market mechanics will include a discussion of the reference technology, 
which is highly relevant to capacity contract term, timing and frequency of 
auctions as well as the inter-operability of the energy and ancillary service 
markets.    Settlement and credit is dependent on procurement obligations as well as 
market mechanics and should be staged to occur after those topics are dealt 
with.  Resource adequacy requirements and eligibility are inter-related and should 
be discussed together.  For example, the reserve margin target is a key 
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Section Approach  Stakeholder Response 
element of the resource adequacy requirements and is met by the capacity of 
new and existing resources.   Performance assessment is co-dependent on the resource adequacy 
requirements and eligibility and should proceed after those topics are decided 
on.   Refine the regulatory framework from Q4 2017 to Q2 2018 when the design 
phase is completed. 

 
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? 

 
 
See TransAlta comments to Design dependencies and sequencing above. 

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. 

The consultation should be proportionate to the scale and impact of the initiative.  
The scope of the capacity market transition initiative is the largest in recent 
history and the timelines are very aggressive.   
 
A process that only seeks to inform participants about decisions that have been 
made or only solicits written feedback is insufficient for this initiative. 
 

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 

We generally agree with the AESO’s consultation principles and believe this 
process must consider the views of all market participants.  In addition to the 
stated principles, we recommend the following: 
 
Establish a Legislative Framework: 
 
A first priority and critical element to developing the capacity market is 
establishing and implementing the legislative and regulatory framework for 
designing the capacity market.  
The AESO capacity market consultation is being conducted under the energy-
only legislative framework.  Stakeholders will provide options and form their 
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Section Approach  Stakeholder Response 
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.  

positions based on the principles and understanding of that framework.  The 
existing framework must be changed to include the principles and define the 
concepts required to enable a capacity market structure by 2018 before any new 
ISO Rules to support the new market are put forward.  This framework will 
provide the basis for guiding stakeholder consultation and comment and align all 
aspects of the process towards supporting a 2019 capacity market auction.  
A legislative and regulatory framework would authorize the development of a 
capacity market to procure the physical supply adequacy product, establish high-
level objectives for the market design, and clarify the AESO’s role in 
administering the capacity market.  At a minimum, legislation must sets out the 
obligation for the AESO to procure capacity for 2021.  The purpose of this 
procurement would be very helpful to ensure the effective, efficient and timely 
development a capacity market.   Enabling legislation could be as simple as: 
“Alberta’s electricity market will include a capacity auction, which will procure 
and pay for capacity from qualified existing and new resources in order to ensure 
resource adequacy and support reliable electricity services in the Province.”  
Consult with a Senior Advisory Committee: 
 
We recommend the establishment of a Senior Advisory Committee to advise the 
AESO and government on this important undertaking.  This committee would be 
comprised of incumbent generators, industrial cogeneration companies, regulated 
electricity companies, and consumer groups.  Representation on the committee 
should be proportional to capacity owned in the province by the companies and 
those parties that will be most impacted by market structure change.  Attendance 
should be limited to senior leadership. 
 
The Senior Advisory Committee meetings for the capacity market would serve as 
a forum for representatives to discuss the issues, table design and implementation 
considerations, and share their positions on the key design elements prior to the 
AESO making any decision.    
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Section Approach  Stakeholder Response 
Introduce a Pre-DAS Consultation Step:  
 
We recommend that pre-Design Alternative Sheet (DAS) in-person consultations 
be added to the AESO’s process for all stakeholders.  The purpose of the session 
would be to scope out the design element issues, canvass for potential design 
considerations and solutions, and ensure that all relevant design solutions are 
identified and considered in the draft DAS.  
 
Figure 1 below provides an illustration of the additional consultation steps 
(highlighted in red) proposed to be added to AESO’s process. 
 
Figure 1: Proposed Design Development Stages with Added Consultation 
Steps 
 

MAC Meeting (Post-Term Sheet) 
Draft Term Sheet Published 

Written Comments Final Term Sheet  MAC Meeting (Pre-Term 
Sheet) 

  
Design Alternatives 
Sheets 
 Slide 18 

Do you have any comments regarding the proposed purpose, 
structure or content for of the proposed design 
documentation?  
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Section Approach  Stakeholder Response 
Term Sheets 
 Slide 19 

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

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? 

The gate to hold the term sheets after completion is an important step that will 
allow the inter-related design elements to be reviewed as a whole to ensure that 
they are complementary to and consistent with one another.  In the instance that 
the design elements are found to conflict with one another, it may be necessary to 
iterate back to revise the term sheets.  It is critical that the design elements are 
sequenced properly to avoid re-iterations as much as possible.  
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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. 

TransAlta agrees that the capacity market design should result in a supply 
adequacy product that is measurable and can be procured.  We are unclear about 
the use of the term ‘real’. 
 
This criterion is directly related to a key objective of the capacity market design 
and it is easy to evaluate design alternatives against.   
 

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. 

To ensure that the capacity market is consistent with and complementary to 
other measures aimed at ensuring reliability, the scope of future measures must 
be identified first including: 
 

 identifying the reliability challenges that the electricity grid may 
encounter including the drivers of these reliability needs (e.g. anticipated 
changes to the supply mix); and  

 the technologies to address those needs including the types of reliability 
products that might be developed. 

 The Alberta Reliabilty Standards will inform the design of the supply adequacy 
product.  With respect to the other reliability measures embedded in the ISO 
Rules today, we would anticipate these may change as a result of the 
implementation of the capacity market.  We would also expect that future 
measures aimed at ensuring reliability will be designed around the supply 
adequacy product.   
 

Potential criteria 
for supply 
adequacy and 

Are there additional criteria which should be included in this 
category? 
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Section Subject Stakeholder Response 
reliability 
 Slide 22 
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. 

The meaning of fair, efficient and openly competitive will need to be revisited 
under the new capacity market structure.  As an example, section 5 (market 
share offer control) of the Fair, Efficient and Open Competition Regulation may 
need to be reviewed and revised.  
 

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.  

TransAlta supports a market-based mechanism for procuring capacity.  This 
criterion is directly related to the objective of developing a capacity market that 
utilizes competitive market forces.  

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.  

TransAlta supports allowing all technologies that meet the physical requirements 
to provide capacity to participate.  However, implementing overly permissive 
rules to make all technologies eligible, without regard to each technology’s 
attributes and physical capabilities, can undermine the sustainability of the 
capacity market.  All resources that are able to meet the technical requirements 
and performance obligations of providing the supply adequacy product should 
be permitted to participate.  
 
There are many factors that could drive a result in which less variety of 
technology is selected to meet the Alberta’s capacity requirements.  These 
factors include project economics, technology risk, fuel cost and availability, and 
other factors.   
 
We also see that diversity in the sources of generation may be more 
appropriately handled with programs such as the Renewable Electricity 
Program. 
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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. 

TransAlta supports this criterion.  The capacity market mechanisms and 
outcomes should be transparent to instill investor and market participant 
confidence.   
 

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.  

This criterion is directly related to the creating a measurable supply adequacy 
product that accurately reflects market fundamentals and competition.  The 
effectiveness and efficiency of the capacity market price signal also depends on 
the price signals of the energy and AS markets as well.  These prices in these 
three markets function together to result in effective and efficient pricing.   
 
We agree and support this criteria.  This criterion is directly related to the key 
objectives; however, evaluating design solutions against it will not be easy 
because of the interrelationship and operational linkages between the prices of 
the three markets.   
 

Potential criteria 
for the capacity 
market 
 Slide 23 

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

TransAlta recommends the following criterion be added: 
 

“There should be a level playing field for new and existing capacity 
investments.” 

 
This is an important criterion that is easy to evaluate against.   
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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. 
 Long-term investment risks should continue to be largely borne 
by investors rather than consumers.  
 

TransAlta agrees that a competitive market should strive to attract investors 
willing to take on long-term investment risk.  This criterion is directly related to 
the customer not bearing long-term investment risk and was considered a key 
cost criterion for selecting a capacity market in the AESO’s report, Alberta’s 
Wholesale Electricity Market Transition Recommendation, dated October 3, 
2016.   
 
This criterion is therefore directly related to the key objectives and is easily 
evaluated against.   
 

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. 
 

TransAlta supports this criterion.  The capacity market must instill investor 
confidence, not only to attract new investments but for investors to continue to 
maintain and invest in existing assets.  As such, this is directly related to the 
level of competition in the Alberta market.  However, this criterion is not as easy 
to evaluate alternatives against.    

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. 
 

There are trade offs between capacity costs and supply adequacy that should be 
balanced.  Higher supply adequacy requirements will increase capacity costs and 
lower supply adequacy requirements will decrease capacity costs.   
 
The AESO will need to achieve this balance by setting a supply adequacy 
requirement that achieves the right level of system reliability and procuring the 
associated amount of capacity.  Facilitating and harnessing competition amongst 
suppliers will ensure that prices are competitive and costs are reasonable to 
consumers.  The AESO must not force generators to run at a loss to strike this 
balance.    
 
This criterion is indirectly related to the objective to reasonable cost to 
consumers and is difficult to evaluate against because there are different ways 
“effective” might be interpreted in the context of reaching an appropriate 
balance.  
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Section Subject Stakeholder Response 
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. 
 

TransAlta understands that this criterion follows the comparison between cost of 
service, long-term contract and a capacity market in the Alberta’s Wholesale 
Electricity Market Transition Recommendation report.  We agree that the 
capacity market should be structured with contract lengths that are shorter than 
the market structure alternative of long-term contracts.  For this reason, we 
believe that this criterion is directly related to the key objectives.  We also see 
this as a criterion that is easy to evaluate against.   
 

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. 
 

TransAlta agrees that reasonable capacity costs should be achieved through 
competition.   We are unclear what criteria would be used to judge what 
‘effective’ competition would mean in the context of Alberta’s electricity 
market. 
 
We view intervention such as administratively determine prices as an indicator 
of a failure to achieve a competitive outcome in the capacity market.   This 
should be avoided to the extent possible in the design.  
 
However, this criterion is difficult to evaluate against since an administrative 
intervention is not easily predicted.  We also view the linkage between this 
criterion to the key objectives to be indirect and overlapping with other design 
criteria.   
 



 
 

 

Issued for stakeholder comment January 17, 2017 Page 15 of 22 Public 

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. 
 

We agree that the capacity market should permit consumers such as industrial 
loads to hedge the cost of capacity that are allocated to them.  To facilitate this, 
the allocation of capacity costs to customers cannot be arbitrary; they must be 
transparent and fair.  Mechanisms will naturally develop through contracts and 
market transactions between suppliers and consumers that will transfer the risk 
associated with capacity price variability to those that are able to bear it.  
 
The availability of mechanisms to hedge is indirectly related to the key 
objectives and not as easy to evaluate against.   
 

Potential criteria 
for costs and risk 
 Slides 24 – 25 

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

 

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.). 
 

We agree that there are design elements of other capacity markets that may be 
more or less suitable for adoption in Alberta given the unique features of our 
electricity system.   
 
This criterion is directly related to the key objectives.  However, this criterion 
may not be easy to evaluate against – the differences must be meaningful which 
may not be easy to distinguish from differences that are of less importance.   
 

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. 
 

We agree and support that the capacity market be compatible with other 
components of the electricity market.  To ensure that the capacity market and the 
design components of the electricity framework are robust and adaptable, the 
scope of the following should be considered and identified: 
 

 potential changes in government policy (e.g. changes in energy pricing, 
intertie expansion); 

 future technology integration (e.g. battery storage, hydroelectric, 
microgrid, distributed generation); and 

 energy and ancillary service market change (e.g. demand side 
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Section Subject Stakeholder Response 
management participation, fast response ancillary services, etc.) 

 
The electricity framework is not static and the elements that it is comprised of 
and their interplay are continuously being reviewed to ensure that compatibility 
is satisfied.  As evidence, the reason for transitioning to the capacity market was 
precipitated by the Climate Leadership Plan.  For this reason, we see that there is 
latitude in shaping the various policy initiatives to support the capacity market as 
well.   
 
We do not see this as directly related to the key objectives.  We also view this as 
a difficult criterion to evaluate against since it is judgment about how the design 
can adapt to future changes.   
 

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.  
 

We agree that the timing of the first capacity procurement should be timed to 
coincide with the first coal retirements in 2021.  The coal retirements are an 
immediate threat to supply adequacy and a key priority for the market redesign.  
We also view this as an easy to evaluate criterion.   
 

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. 
 

We agree and support this criterion.  Minimizing the initial degree of change 
will simplify the transition and should mitigate the risk of unintended 
consequences.  
 
This criterion is indirectly related to the key objective but is easy to evaluate 
against.   
 

Potential criteria Do you support the following criteria regarding the timely A simple and straightforward implementation should be a strong priority to 
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Section Subject Stakeholder Response 
for timely 
development 
 Slide 27 

development category? Please explain. 
 Simple and straightforward implementation should be a priority. 
 

facilitate meeting the target date for first capacity procurement but we see this as 
indirectly related to the key objective.  This criterion is easy to evaluate against.  
 

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. 
 

This criterion is not directly related to the key objectives but is easy to evaluate 
against.  
 

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. 
 

We agree and support that re-design should be minimized.  Rushing the initial 
design to minimize the risk of regulatory delay could lead to the need to 
redesign.  This suggests these concepts may conflict with one another and, for 
this reason, may be difficult to evaluate against.   

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. 

We agree and support this criterion.  However, this is indirectly related to the 
key objectives and may not be easy to evaluate against.  We acknowledge that 
the best practices and lessons learned will help us identify and develop potential 
solutions that help us avoid the issues encountered in other jurisdictions.   
 

Potential criteria 
for timely 
development 
 Slides 27 - 28 

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

 

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? 

The design criteria listed by the AESO do not provide any indication of priority 
or ranking that would assist stakeholders in understanding how these criteria will 
be translated into an evaluation of potentially competing solutions/alternatives.  
Clarity about how these design criteria are ranked relative to one another should 
be provided to facilitate decision making and improve transparency in the 
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Section Subject Stakeholder Response 
 
Do you think all criteria are equally important or should some 
take precedence over others? 
 

evaluation of alternatives and justification for the final selection.   TransAlta has 
recommended weightings for the design categories and suggests that ranking 
should be adopted for each of the criteria listed above. 
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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. 

TransAlta supports this assumption.  

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.  

TransAlta also suggests that the assumption that all existing capacity “must offer” their 
eligible capacity to the capacity market be changed to state that: “All resource that clear 
the capacity auction have a “must offer” requirement in the energy/ancillary service 
market.”   The assumption as currently stated precludes potential design solutions that 
provide limited instances where a “must offer” requirement would not apply, while still 
appropriately preventing physical withholding.  The market itself should provide the 
incentive for a resource to offer its capacity into the forward capacity auction.   
 

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. 

TransAlta does not believe that the capacity market should be designed with the default 
capability to add zones.  The Alberta market is too small for a locational market that has 
the potential to create significant geographical disparities in the price of electricity paid 
by consumers.  A move to enable the capacity market to consider locational differences 
would pre-empt an important policy discussion that will affect all Albertans.  We 
strongly suggest that this be removed from the design assumptions.   
 

4 
 Slide 31 

Do you support adopting the following assumption? Please explain. 
The resource adequacy requirement for Alberta will be centrally 
determined.  

TransAlta agrees that the resource adequacy requirement should be centrally determined.  
However, future capacity requirements must be determined in a process that is open, 
transparent and involves market participants.   
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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. 

TransAlta support this assumption.  

6 
 Slide 31 

Do you support adopting the following assumption? Please explain. 
Capacity and energy/ancillary services are separate products, and 
are procured independently.  

TransAlta agrees with this assumption but also notes that the capacity and 
energy/ancillary services products are inter-related.  Although procurement of these 
products may occur separately, their pricing is highly integrated.  Ensuring supply 
adequacy is dependent on providing generators with the opportunity to earn a 
commercially reasonable return on invested capital based on revenues from all the 
products and services that generators may provide.  
 

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. 

Participants that do not clear in the capacity market may be permitted to participate in the 
energy and ancillary services markets, but the AESO should consider that resources that 
do not clear the capacity market will be negatively impacted and their economic 
viability.  This could prompt decisions to mothball or retire units.  We raise this concern 
in order to ensure that the AESO is fully apprised of the practical consequences that the 
capacity market will have when it sets the resource adequacy requirement and other 
market mechanics.  
 

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 AESO’s exclusion of REP Round 1 resources from the capacity market does not 
fully address the impact that these resources have on the electricity market.  These 
resources will still participate in the energy market, which impacts the amount of 
capacity that must be procured through the capacity market.  Furthermore, it is unclear 
whether the existence of the REP resources would influence or otherwise impact the 
resource adequacy requirement that the AESO would set.  
 
Does the AESO also envision that REP Round 1 resources would be prohibited from 
participating in the capacity market after their RESA agreement expire? 
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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. 

TransAlta support this assumption. 

 

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? 
 

A transition mechanism must be considered for mitigating the adverse economic impact 
of the capacity market on existing renewable wind generation.  These projects positively 
contribute to Alberta’s climate change objectives but have been left out of the Renewable 
Electricity program.  These assets are at risk of being stranded and retired early under the 
new market structure as their energy and capacity revenues may be too low to justify 
their continued operations.  
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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. 

The AESO should publish an overall schedule for all of the capacity market steps and 
provide an opportunity for stakeholder feedback on the schedule.  This will help ensure 
that participants are resourced accordingly and prepared to support and advance the 
work.  

Next Steps 
 Slides 33 – 34 
 

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

 

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?   

We agree that topic areas provide a good starting point to establish the scope for the 
detailed design components, grouping the questions, and sequencing.  A critical piece is 
the development of a legislative/regulatory framework for the capacity market design.  
Additionally, the stakeholder consultation approach and establishment of a Senior 
Advisory Committee for the electricity framework and all of its related policies must be 
implemented before beginning the detailed design components.   
 
Finalizing the design criteria is one matter that could occur concurrently with initiating 
the consultation on the detailed design components.  
 

 
General 
Information 
 

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

 

 


