


































































































Market Surveillance Panel Report on an Investigation into Possible Gaming Behaviour Related to Infeasible
Import Transactions Offered by TransAlta Energy Marketing Corp. on the Manitoba-Ontario Intertie

[TThe unconstrained schedule, which sets the market clearing price
(MCP), can contain unavailable offers or bids on the incorrect
assumption that all transactions could actually flow between
markets. A transaction in the unconstrained schedule is not limited
by the upper limit of the same transaction in the constrained
schedule. The schedules therefore may be widely different leading
to congestion management settlement credits based on an energy
quantity that has no possibility of being scheduled. This creates an
inconsistency with the original intent of the CMSC payment
structure in Ontario — a payment is being made for the non-
delivery of energy due to actions other than the [IESO] dispatching
facilities to lower levels than would be the case if not for

; o 5
congestion or other system restnct10ns.7

The IESO has implemented the 2003 Rule Change in the following manner:

® Transactions which are in the constrained schedule: If a transaction which cannot flow
due to external transmission constraints has a final pre-dispatch constrained schedule of
greater than 0 MW, then the transaction is manually curtailed by the IESO control room,
coded with the external transmission loading relief (TLRe) code and is not eligible to

receive CMSC payments.

® Transactions which are not in the constrained schedule: If a transaction has a final pre-
dispatch constrained schedule of 0 MW, then the transaction is not guaranteed to be
manually curtailed and coded with the TLRe code (as 0 MW are scheduled to flow in
real-time in any event). If the final pre-dispatch unconstrained schedule is greater than 0
MW, the transaction will generate a CMSC payment related to the quantity difference
between the two schedules (i.e., the IESO does not modify the unconstrained schedule in

order to ensure that it reflects the transaction’s inability to flow).

"Ibid, p. 13.
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As was demonstrated by the actions of the IESO control room operators in the Manually
Curtailed Hours during the Relevant Period,”® the IESO may manually curtail transactions that
for external reasons cannot flow. Had the IESO manually curtailed all such transactions during
the Relevant Period, no CMSC would have been payable to TransAlta (or to the Other Trader).
However, as noted above, manual curtailment is not currently required by the IESO’s procedures
and is not used on all occasions when the transaction receives a 0 MW constrained schedule as a

result of the final pre-dispatch run.

6.2 Recommendations

The total CMSC payments made to TransAlta and the Other Trader during the Relevant Period
were $162,563. The Panel does not have comprehensive information on how frequently external
situations prevent flows on the Ontario interties (or the related amounts of CMSC payments)
because there is no mechanism that systematically identifies such events. The Panel believes
that two straightforward procedural changes could ensure that future CMSC payments are

avoided under similar circumstances.
6.2.1 Manual Curtailment Procedure

The IESO has the authority under Sections 5.2 and 5.4 of Chapter 7 of the Market Rules to
update intertie schedules (constrained and unconstrained) based on available information
(including information regarding transmission conditions outside the Ontario market).”” The
IESO has manually altered or curtailed intertie transactions for infeasible transactions from time
to time in the past. Such action can eliminate unwarranted CMSC payments. If applied
consistently in all cases where a transaction cannot flow due to external transmission constraints,
these transactions would be treated in a manner similar to the treatment of infeasible transactions
that have a final pre-dispatch constrained schedule greater than 0 MW. It is the Panel’s

understanding that this approach could be implemented by the IESO through a change to its

7 See Section 5.2 above.
" Market Rules: Chapter 7, available at: http://www.ieso.ca/imoweb/pubs/marketRules/mr_chapter7.pdf, pp. 45-47.
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existing procedure, at least in circumstances where the external constraint prevents all

transactions from flowing over an intertie at a given time.”®

The Panel therefore recommends that:

Where the IESO is aware that an external constraint would prevent
a transaction from flowing over an intertie at a given time, the
IESO should remove that transaction from the unconstrained
schedule. By removing the transaction from the unconstrained

schedule, unwarranted CMSC payments will be avoided.

6.2.2 Communications to Market Participants

The Panel understands that the IESO normally would be expected to receive from system
operators or transmitters in neighbouring jurisdictions advance notification of planned external
transmission outages or other events that would affect Ontario intertie flows (as it did from
Manitoba Hydro in respect of the July 2010 TOI). Establishing a procedure to make Ontario
market participants aware of such relevant information would improve transparency. This
should also facilitate more efficient trade transactions (and may also increase the reliability of the

Ontario power system).

The Panel believes that, where the IESO has information about external conditions that will
restrict flows on Ontario’s interties, the IESO should reflect the impact of these conditions in its

public reports. The Panel therefore recommends that:

Where the IESO is aware of conditions that will prevent or reduce
the ability for power to flow at an Ontario intertie, the IESO

should reflect this information in its public reports.

78 ; : : ; . - o s
Where the intertie flow is partially reduced but not entirely eliminated, the Panel understands from the IESO that complexities may arise in
terms of ascertaining whether an internal or an external constraint is the one which was binding in regards to a particular transaction and thus was

responsible for the divergence of the constrained and unconstrained schedules.
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