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1 Introduction 
 
This Annual Report for 2017 is provided pursuant to section 38(1) of the Alberta Utilities 
Commission Act (AUCA) which directs the Market Surveillance Administrator (MSA) to provide 
the Minister of Energy with an annual report that reports on the MSA’s activities in the fiscal year 
and contains the audited financial statements for the fiscal year.  

As set out in section 39 of the AUCA, the MSA’s mandate is to promote the fair, efficient and 
openly competitive operation of the electricity and retail natural gas markets. The MSA is 
empowered to investigate market conduct, bring enforcement actions before the Alberta Utilities 
Commission (AUC) and publish guidelines to support the fair, efficient and openly competitive 
operation of these markets. The MSA may investigate and seek administrative penalties or 
other remedies before the AUC for contraventions of the market rules, the Alberta Reliability 
Standards, the Electric Utilities Act (EUA), or the Fair, Efficient and Open Competition 
Regulation (FEOC Regulation). The MSA also has a role in bringing matters to the AUC if the 
MSA believes there may be an adverse effect on the structure and performance of the electricity 
market. 

2 Market Monitoring 
 

Key to the MSA’s yearly activities are the actions taken to promote effective competition. These 
activities include fostering confidence in the market by transparent reporting on both market 
events and MSA activities; taking action to ensure market structure does not adversely affect 
competition; and taking action to ensure appropriate market participant conduct. 

2.1 Fostering market confidence through transparent reporting 
 

For many years, the MSA has published Quarterly Reports that comment on market trends, 
specific events, assessment of possible contraventions of regulations and other activities of the 
MSA. These are supplemented by annual reports, which focus on retail markets, offer control in 
the wholesale market, and an annual assessment of trends with respect to compliance with ISO 
rules and Alberta Reliability standards. The purpose of these reports is to be transparent about 
how Alberta’s electricity markets function so that stakeholders can be confident that the markets 
are competitive and that the MSA is performing its role appropriately.  

During 2017 the MSA’s Quarterly Reports contained analyses and recommendations on several 
matters including: 

• High pool price hours; 
• Cost of procuring ancillary services; and 
• Forward market response to the announcement of mothball outages. 

https://www.albertamsa.ca/documents/reports/quarterly-reports/
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In 2017 the MSA continued its focussed reporting on the retail market with two reports. The first 
report, Regulated Rate Option in Alberta’s Rural Electrification Associations and Municipalities, 
examined the processes used by REAs and other municipalities to set RRO rates and provided 
data on RRO prices, customer counts and consumption volumes.  

The second report, Options for Enhancing the Design of the Regulated Rate Option, was 
prepared in response to a request to the MSA from the Minister of Energy. The scope of the 
request was to provide options for enhancing the design of the Regulated Rate Option (RRO) to 
provide long-term predictable, stable and affordable electricity rates with minimized regulatory 
and administrative costs. In the course of preparing this report, the MSA engaged with 
stakeholders to obtain feedback at the outset and again at the draft stage. Rather than endorse 
one approach, the report focussed on articulating the advantages and disadvantages of several 
options that could enhance the stability and predictability of electricity rates.  

 

2.2 Taking action to ensure market structure does not adversely impact 
competition 

 

Part of the MSA’s work is to pro-actively assess whether market structure, rather than 
participant conduct, impedes competition to the detriment of Albertans.  

Market Transition 

In 2017 the MSA continued its involvement with the Capacity Market Transition project led by 
the Alberta Electric System Operator (AESO). For the purpose of informing the capacity market 
design process, the MSA released four reports during 2017. 

The first report was an independent expert report prepared in 2015 by Charles River Associates  
titled ”Can the Electricity Market Structure Accommodate Significant Levels of Renewable 
Generation ? An Evaluation of Carbon Policy Options for the Alberta Electricity Sector”. While 
the report was prepared prior to the release of the Climate Leadership Plan and the decision by 
the Government of Alberta to move to a capacity market, the MSA was of the view that sections 
of the report pertaining to the integration of renewables remained relevant. 

The second report was an independent expert report prepared by Monitoring Analytics LLC 
titled “Design Considerations for an Alberta Capacity Market”.  The report discussed capacity 
markets within an overall wholesale power market design framework as well as design 
considerations for the capacity market itself. Monitoring Analytics LLC is the market monitor for 
the PJM interconnection.  

The third report was prepared by the MSA titled “Mitigation in Electricity Markets”. This report 
summarized market power mitigation mechanisms utilized in US capacity markets.  

The final report was an independent expert report prepared by Potomac Economics Ltd. titled 
“Report on Best Practices in Wholesale Electricity Market Design”. This report was 

https://www.albertamsa.ca/assets/Documents/2017-02-02-Regulated-Rate-Option-in-Albertas-Rural-Electrification-Associations-and-Municipalities-Rev.pdf
https://www.albertamsa.ca/assets/Documents/2017-08-11-Options-for-Enhancing-the-Design-of-the-Regulated-Rate-Option-MSA-Final-Report.pdf
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commissioned by the MSA to enhance understanding of the interdependencies between 
energy, ancillary services and capacity markets. Potomac Economics Inc. is the market monitor 
in four major US electricity markets. 

As per its mandate letter from Alberta Energy, the MSA participated in the transition to a new 
capacity framework by providing market-related expert advice as required. This included the 
production of the above mentioned reports and interactions with Alberta Energy, the AESO and 
other agencies. 

Historical Trading Report 

In December 2015 the MSA applied to the AUC requesting a hearing in relation to the MSA’s 
assessment that the AESO’s Historical Trading Report (HTR) undermined the fair, efficient and 
openly competitive nature of the wholesale electricity market and adversely affected the 
structure and performance of the market. Several procedural matters including data requests 
occurred during 2016, including the hearing and dismissal of a request for a judicial review. 
Ultimately, the MSA’s application (AUC Proceeding 21115) was heard by the AUC in early 
December 2016. On May 17, 2017 in Decision 21115-D01-2017, the AUC found the ongoing 
publication of the HTR to be inconsistent with the fair, efficient and openly competitive operation 
of Alberta’s electricity market and ordered the AESO to cease publication of the HTR by no later 
than May 23, 2017. Following release of the AUC’s decision, TransAlta Corporation and 
TransCanada Energy each filed an application before the AUC to Review and Vary Decision 
21115-D0102017. On December 11, 2017, the AUC found that neither review application 
demonstrated the existence of an error of law, fact or jurisdiction that could lead the AUC to 
materially vary or rescind Decision 21115-D0102017 and dismissed the two review applications. 

Information sharing between market participants 
 
The regulations governing the Alberta electricity market place a number of requirements on 
market participants. One such requirement is that before certain information can be shared 
between market participants, perhaps as the result of a joint venture or other commercial 
arrangement between the market participants, approval must be granted by the AUC. The MSA 
plays a key role in these proceedings, both in assisting potential applicants and by participating 
to ensure there are sufficient safeguards in place to ensure that shared information will not be 
used for purposes inconsistent with the competitive market. In 2017 the MSA worked with a 
number of market participants who were preparing information sharing arrangements.  
 

2.3 Taking action to ensure market participant conduct supports fair, efficient 
and open competition 

 

In March 2017 the MSA initiated a consultation process with market participants and 
stakeholders to consider the withdrawal of its Offer Behaviour Enforcement Guidelines (OBEG), 
originally released in 2011. Given the announced implementation of a capacity market in 
Alberta, the MSA’s view was that the basis for the OBEG had fundamentally changed due to the 

https://www.albertamsa.ca/assets/Documents/2017-04-11-Letter-from-Deputy-Minister-re-Transition-to-New-Capacity-Market-Framework.pdf
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expected shift in market design. The foundation of the OBEG had been that conduct 
inconsistent with static efficiency can be acceptable provided there is a corresponding benefit to 
dynamic efficiency, and thus a net efficiency gain that results (or will likely result) from the forces 
of competition. The MSA became concerned that certain market participant conduct that results 
in static efficiency losses would no longer yield dynamic efficiency gains by way of innovation 
and investment during the design and implementation of a capacity market. Accordingly, the 
OBEG was revoked as of May 27, 2017. 

 

3 Promotion of Compliance and Accountability 
 

The MSA promotes compliance and accountability through a variety of means including 
investigations, adopting processes that encourage accountability and, where necessary, issuing 
fines where rules or reliability standards have been breached. 

3.1 Investigations 
 
The MSA was engaged in a number of investigations during 2017, two of which the MSA 
considers complex investigations. Of these two matters, one was initiated late in 2016 and 
remains active. The second was publically disclosed by the MSA in May 2017 as an 
investigation of the Balancing Pool arising from complaints about the Balancing Pool’s conduct 
related to Power Purchase Arrangement terminations. This matter remains an active 
investigation.  

With respect to other investigation matters, the MSA concluded two retail investigations relating 
to the Code of Conduct Regulation in which the MSA’s conclusions were published without 
enforcement action.  An additional investigation was concluded relating to contraventions of 
AUC orders approving preferential sharing of records between parties. This latter matter led to 
an application to the AUC for approval of a settlement agreement setting out administrative 
penalties of $68,750. The settlement agreement was approved by the AUC in early 2018.  

 

3.2 Compliance with market rules and reliability standards 
 
The MSA’s approach with respect to compliance with market rules and reliability standards is 
focussed on the prevention of future harm through the enforcement of appropriate standards of 
conduct and care. The MSA has established a process that, in conjunction with AUC rules, 
provides incentives for robust internal compliance programs, self-reporting and mitigation plans.  

Since 2008, the MSA’s work enforcing market rules and reliability standards has resulted in 
approximately $1.7 million in financial penalties being levied on market participants. Detailed 
results for 2017 are the subject of a separate MSA report, Compliance Review 2017, published 

https://www.albertamsa.ca/assets/Documents/2018-02-27-Compliance-Review-2017.pdf
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on February 27, 2018. MSA compliance enforcement responsibilities increased in 2017 with the 
October 1, 2017 effective date of the suite of critical infrastructure protection (CIP) reliability 
standards applicable to both market participants and the AESO. 

 

3.3 Retail rate cap regulation 
On November 22, 2016 the Government of Alberta announced that Regulated Rate Option 
(RRO) rates would be capped at 6.8 cents per kWh from June 2017 to June 2021. As set forth 
in the Rate Cap (Board or Council Approved Regulated Rate Tariffs) Regulation, the MSA is the 
approving body for deferral account statements (DAS) submitted by municipalities and REAs. 
The MSA is also the approving body for DAS submitted by the City of Medicine Hat under the 
Rate Cap (City of Medicine Hat) Regulation. An MSA approved DAS serves as the basis for 
municipalities, REAs and the City of Medicine Hat to seek compensation from the Government 
of Alberta under these two regulations when the AUC posted Reference Rate exceeds 6.8 cents 
per kWh. Following the release of a DAS template by the Department of Energy in August, 
2017, the MSA consulted with stakeholders to establish the process the MSA will follow to 
approve each DAS. The MSA finalized this process in October 2017 and subsequently 
conducted a trial run with municipalities and REAs to ensure all participants were familiar with 
the process. The AUC posted Reference Rate did not exceed 6.8 cents per kWh in 2017. 

 
4 Financial Statements 
 
During 2017 the MSA continued to benefit from a recovery of $4.3 million in costs late in 2015 in 
respect of an enforcement action before the AUC. After meeting all of its 2016 operating and 
capital expenses by way of this cost recovery, the MSA deferred a further $1.9 million of the 
cost recovery into 2017. This $1.9 million offset approximately half of the MSA’s 2017 operating 
budget. At the end of 2017, the MSA had a funding surplus of approximately $500,000 
principally due to lower than expected legal expenses incurred during the year. The MSA’s 
forecast financial position at the end of each year end is factored into its budget request for the 
subsequent year. 

The MSA’s audited financial statements for the year ended December 31, 2017 follow. The 
format of the financial statements reflects accounting standards for not-for-profit organizations. 
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