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1 Introduction
This Annual Report for 2012 is pursuant to paragraph 38(1) of the Alberta Utilities Commission Act that
directs the Market Surveillance Administrator (MSA) to provide the Minister of Energy with an annual
update “(a) reporting on its activities in the fiscal year, and (b) containing its audited financial statements
for the fiscal year”. The MSA’s fiscal year coincides with the calendar year.
The first part of the Report summarizes the activities of the MSA during the year, all of which is described
in more detail and available to stakeholders through individual documents on the MSA website at
http://www.albertamsa.ca/ (and cited in the Report’s Reference section). The final section presents the
MSA’s financial state of affairs in 2012 and a copy of our year end financial statements audited by
PricewaterhouseCoopers LLP.
As set out in the Alberta Utilities Commission Act, the MSA has a broad mandate to promote the fair,
efficient and openly competitive operation of the electricity and natural gas markets. Aspects of the
MSA’s mandate include monitoring and assessing the conduct of the various entities involved in the
markets and monitoring and assessing market structures and arrangements that may affect competition.
The MSA is empowered to publish guidelines to support the fair, efficient and openly competitive
operation of these markets. Pursuant to subsection 20.4(4) of the Electric Utilities Act it may also file an
objection with the Alberta Utilities Commission to a market rule on various grounds, including an
adverse effect on the structure and performance of the electricity market. In its independent discretion
the MSA may also investigate and seek financial penalties or other remedies for contraventions of the
market rules, the Alberta Reliability Standards, or the Electric Utilities Act through adjudication by the
Alberta Utilities Commission.
During 2012 MSA activities touched several aspects of this mandate. Highlights of these activities are
summarized below under the headings Market Monitoring, Promotion and Enforcement of FEOC, and
Rules and Reliability Standards Compliance.

2 Market Monitoring
On July 9, 2012 the Alberta Electric System Operator (AESO) found it necessary to shed 200 MW of firm
load due to a supply shortfall in order to ensure the continued safe and reliable operation of the AIES. As
reported in November 2012, the MSA found no evidence of wrongdoing by any of the parties, neither
regarding compliance with the market rules and reliability standards, nor with respect to allegations of
manipulation of the market or collusion among participants. The circumstances that led to the controlled
action initiated by the AESO were a combination of peak summer demand for electricity and generator
equipment issues caused by high temperatures. There are always lessons to be learned from critical
events such as this one, consequently the MSA offered some suggestions to the AESO in this regard. A
summary of the event, the MSA’s findings and a backgrounder were published on the MSA’s website.
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A major initiative undertaken by the MSA during 2012 was a thorough assessment of competition within
the wholesale electricity market. In consultation with an industry advisory group, the MSA established
the scope of work and framework of analysis for this initiative. The assessment looked back on the
previous 12 years and established key benchmarks to be used for the measurement of competitiveness
and efficiency of the market. In total eight reports were published on the MSA website, including
assessments of efficiency and survey work to ascertain investor sentiment. The final State of the Market
Report was published in December 2012 and found the wholesale electricity market met a high standard
which we describe as ‘effective competition’ and that wholesale prices over the medium term have been
no higher than necessary to secure the adequate supply of electricity to consumers. The MSA also set out
its expectations in regard to how the market will evolve and intends to test these and the general state of
competition in another thorough assessment planned for 2015.

3 Promotion and Enforcement of FEOC
The legal standard and focus of virtually all the MSA’s work is FEOC, the fair, efficient and openly
competitive operation of the market. Section 6 of the Electric Utilities Act directs that: “Market participants
are to conduct themselves in a manner that supports the fair, efficient and openly competitive operation
of the market.” Alberta Regulation 159/2009, the Fair, Efficient and Open Competition Regulation provides
greater specificity on the meaning of this provision in particular areas.
2012 saw the resolution of a FEOC-related investigation of TransAlta Energy Marketing Corp. based upon
the MSA’s identification of anti-competitive behaviour relating to interconnection scheduling practices. In
Decision 2012-182, the AUC approved a settlement agreement reached between the MSA and TransAlta
Energy Marketing Corp. in the amount of $370,073.34. Subsequently in Decision 2012-325, TransAlta
Energy Marketing Corp. was ordered to pay intervener costs in relation to the initial proceeding in the
amount of $33,571.29
Over the course of 2012 the MSA has conducted other investigations that may or may not find their way
to the Commission depending on their merits once the investigations are completed. The MSA has a
policy of not releasing information on current investigations.
In addition to enforcement of FEOC, the MSA also makes efforts to be proactive by identifying situations
that may undermine FEOC or to respond to requests for clarification from market participants. During
2012, seven individual pieces of feedback were given in areas relating to Power Purchase Arrangements,
outage records, trading and provision of retailer information. The MSA also continues to be proactive in
assessing whether market rules are sufficient to discourage anti-competitive conduct or otherwise
undermine fair, efficient and open competition. In this regard the MSA has expressed concerns that
competition might be compromised by the release of certain market data. The MSA is consulting with
stakeholders on whether the information could be masked or delayed such that the MSA’s concerns
around competition are resolved and any competition benefits associated with the release of the same
data are maintained.
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4 Rules and Reliability Standards Compliance
The MSA plays a role in ensuring the good functioning of the Alberta Integrated Electric System by
promoting compliance with the ISO Rules and the Alberta Reliability Standards. Detailed results for 2012
are the subject of a separate published report, Compliance Review 2012 which was published on February
20, 2013. Of note is the ongoing growth in matters addressed which continues to be driven in large
measure by self-reports by market participants. This follows from our approach to promote effective
internal compliance programs such that participants implement effective procedures and tools to selfidentify issues and receive favorable treatment or otherwise risk having the non-compliance identified by
the AESO or the MSA. The MSA issued 64 notices of specified penalty regarding ISO rules matters
totaling $107,250 as compared to 35 notices of specified penalty totaling $69,750 in 2011. The MSA issued
a further 7 notices of specified penalty in relation to Alberta Reliability Standards matters totaling $35,000.
None of the notices of penalty issued in 2012 were disputed or remained unpaid.

5 Financial Statements
During 2012 MSA expenditures came in under budget by approximately $500,000. As required by the
AUCA, the MSA only recognizes revenues to the extent required to match expenses in order that no profit
or loss results in a fiscal year. Any excess of revenues received over actual expenditures is deferred and
recognized in future periods. A more conservative assumption was employed for legal and consulting
services expenses in the course of the MSA’s 2013 budget planning.
The audited statements of the MSA for the year ended December 31, 2012 follow. The format of the
financial statements reflects the first-time adoption of new accounting standards for not-for-profit
organizations announced in late 2010 by the Canadian Accounting Standards Board. The MSA has not
utilized any transitional exemptions on the adoption of the new standards, accordingly, there were no
adjustments to the financial statements.
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The Market Surveillance Administrator is an independent enforcement agency that protects and
promotes the fair, efficient and openly competitive operation of Alberta’s wholesale electricity markets
and its retail electricity and natural gas markets. The MSA also works to ensure that market
participants comply with the Alberta Reliability Standards and the Independent System Operator’s
rules.

