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Overview

The AESO has asked us to provide analytical support to the Working i
Group as you develop a capacity market demand curve AESO(iﬁajjl\)w}k_j@ 'j__:‘:\/o/]“’_j’\ﬁ'ﬁ%
EHIRREDDZYR— NI BLIMFELI,
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Our tasks are to:

= Assist the Working Group to understand the potential performance of demand
curves under consideration, drawing on experience from other markets and analysis
of Alberta’s unique situation (i.e. small market, coal retirements, transition from
energy-only, possible seasonal construct)

* Provide modeling support to assess potential price and quantity volatility with each
demand curve under long-run equilibrium conditions (approach for assessing
questions on near-term, transitional conditions is being reviewed by AESO)

= Identify open questions from the group and answer them in upcoming meetings
(see next steps for open questions gathered to date)

We kick off that discussion today with a preliminary analysis of how
other markets’ curves would perform in Alberta, a sketch of curves
tuned to Alberta’s market size, and discussion of the supply curve

HPT) The Brattle Group. “Demand Curve Shape Preliminary Modeling Results and Scoping Questions “. October 10, 2017
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Recap: Overview of Modeling Approach

Primary Model Results Supply and Demand Shocks =TT T T T T T T T T T T m s — - - ————a

. 1 AR AR = + !

Estimate average, range, and distribution of (lllustrative) : %EEEIJE:ET_“’%D% L :
capacity market outcomes Demand Supply e EOME, 1R DEEHEE T B, !
Shocks Shocks 1 = = !

Price, quantity, and reliability : -ﬁfﬁ’l‘ﬁ\ == {Eﬁﬁg :
Across annual or summer/winter auctions i A=A TREE /XA -DI33> :
Summarize results realized with different | D %?ﬁgﬂjﬁﬁo)fﬁg%%ity)éo :
demand curve shapes = : 7J0-F :
Approach Z famcs o BEMRCEIEHREZENES (FRIBLIEE=ET |
Incorporate annual or seasonal supply and ? Outcomes i lli')___f - . :
demand curves £ Lo MTEUEEL IS ZETE TS, !
. Voa = S N D) = |

Clear supply and demand to calculate : :E/T/j\])bnﬁ*ﬁ(“&‘j‘ iﬁ,\ééﬂ_’]{&r_/ﬂj’] (QEE) 1 I
prices and quantities in the auction ! fiﬁi(r%at%ﬁ%%dmlUTD\bd)ﬁ'ﬂ@(u@ﬁH L. D8z :
Simulate a distribution of outcomes using a : E-I_E-g_éf e . B :
Monte Carlo analysis of realistic “shocks” to E*:;i‘-;‘t’: A S HRZEU B2 MED 1IN Net CONE(C— :
supply, demand, and imports Outcomes L 93LO(CT B, CNIERAANRERIREZYR— |
L FNIREBNDRSTHD. i

Average price over all draws must equal . i
Net CONE, consistent with a market that veaPMwW | T T T T T T T T T T T T TS S ST S S S S S S s m e
supports entry at long-run marginal cost

5| brattle.com

HPT) The Brattle Group. “Demand Curve Shape Preliminary Modeling Results and Scoping Questions “. October 10, 2017
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Preliminary Model Inputs
. : CEREFIVCHBIRAN |
PI‘E|I!‘I1II"IEII‘Y r.'I"IDdE| IHPUt_s Inputs for Annual Auction Mode 20228 ZHEUVICENDETANERE. :
consistent with 2022 delivery year Preliminary Working Assumptions RS (CBVWTEATEERREDT -4 i
Based on best avallable input Units Low Mid High i (:%j( @¥%H§“i’ﬁfﬁ§ﬁ§ﬂﬁ) o >:<:|= i
: . _ . -AESOLTSMLDRAYIE, EFfZHTT |
|nf0rmat|0n at thls tlme (See Rel. Req. (MW UCAP) 13,276 13,739 15,354 : —CL\<° :
appendix for detail) micdsnods SRR ES L A B SR UICREROZIABE
AESO and Brattle staff are iy M vpeei R i
w . - H MPors ._d- BV I I
continuing to refine working Vs vewocan k2w s | | OKWFTEAHRICBUT, SHGEHIROEE |
assumptions Irl.l::cnhrts MW Leap) 0 480 750 L D3AvH(EPIM, MISO. ISO-NERD :
Shocks . AESOLEFUEDY > OEEZSITRY |
el Req. {% Std. Dev.) 5% % 74 | & :
Expect changes to results as we Sapply Offers (1310 woowmom | BTENBEBINTULA. |
refine input assumptions NetCONE  20225/kW-yr 500 138 Si60 L '

HPT) The Brattle Group. “Demand Curve Shape Preliminary Modeling Results and Scoping Questions “. October 10, 2017
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Tested Demand Curves

Tested several demand curves

. Demand Curves Tested
for performance if translated

2.1
’ Target:
to Alberta’s context. 100 MWh/year EVE
Compared: 18 (Preliminary Werking
Vertical curve ;. [\ Tuned, cap at
I ’ 2= Net CONE
=
PIM, ISO-NE, and NYISO g
; 1.2
curves 5 Tuned, Cap at
3 1.7 Net CONE
“Tuned” straight-line curves F
with price caps 1.5% to 2x Net g
CONE, and foot point adjusted * ©¢
. . s . PNV
until reliability is at the target
0.3 )
0.0 + \

20% 90%
-10% 1%
10,592 12366

100% 1105 1205 130% 140% % of Reliability Requirement
12% 23% 3% A6 57% Reserve Margin (% UCAP)
13,739 15,113 16,487 17861 19235 UCAP MW
Preliminary Working Assumptions

HAT) The Brattle Group.
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____________________________________________

Preliminary Results: Demand Curve Performance  EREETVIER | FEEHRONTA -2
y C BERETILORE. 7L\ -9 tiisS0BiEA TFEB

Initial results indicate that Alberta may need a proportionally wider/flatter : BEERERZAVINENGBIENDHOE. CNET)IL :
demand curve than those used in other markets to mitigate price volatility : JN=40/ NEEL TR CBVW T L EFERE ORS T :

below the target

and reliability in the smaller market F4HEHIEI T 3D TH B,
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