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1 Introduction 

This Annual Report for 2014 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, most 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 summarizes 
the MSA’s financial performance for the 2014 including 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 (Commission or AUC) 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 
before the Alberta Utilities Commission for contraventions of the market rules, the Alberta Reliability 
Standards, the Electric Utilities Act, or the Fair, Efficient and Open Competition Regulation. 

During 2014 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, Rules 
and Reliability Standards Compliance, and Administration, this last reflecting change impacting the MSA 
and its stakeholder community. 

2 Market Monitoring 

In respect of its market monitoring activities, much of the MSA’s efforts in 2014 were focused in the area 
of retail competition with a number of studies beginning with the commissioning of a research report by 
the Leger Group to assess co-branding effects in Alberta.  This work was jointly sponsored by the Utility 
Consumer Advocate and results were used in co-branding assessment work for the Retail Market Review 
Committee implementation team.  In April, the MSA published its annual retail statistics report 
containing analysis of market shares, churn rates, and statistics on dual fuel and green energy contracts.  
In July the MSA published a report titled “Alberta Retail Markets for Electricity and Natural Gas:  A 
description of basic structural features” - a broadly targeted report to assist consumer education of retail 
market structure.  These ‘building block’ items culminated in the publication of the “State of the Market 
2014:  The residential retail markets for electricity and natural gas” which was the centerpiece of the 
MSA’s efforts in this area.  Among the conclusions of the report was that competitive pricing and 
diversity of contract choices are tangible benefits of retail competition in Alberta.  With respect to the 
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wholesale market, the MSA continued its timely reporting on market fundamentals and outcomes via 
MSA quarterly reports as well as its annual analysis of market share offer control further to section 5 of 
the Fair, Efficient and Open Competition Regulation.  In addition, for the benefit of the market at large, the 
MSA published data and its related methodology to construct the supply cushion metric it has been 
utilizing since 2010 to assess market tightness. 

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 (EUA) 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.  Equally under section 16 
of the EUA the Independent System Operator (currently the Alberta Electric System Operator or AESO) is 
charged, among other things, “…to promote a fair, efficient and openly competitive market for 
electricity.” 

Through much of 2014, the MSA’s primary focus in this area was in preparing for a contested proceeding 
before the Alberta Utilities Commission pertaining to the MSA’s investigation of market conduct by 
TransAlta Corporation and related matters also involving an employee and former employee.  These 
matters led to the filing of a Notice of Request for Hearing with the Commission February 25, 2014 and 
subsequently a detailed Application on March 21, 2014.  Just prior to the MSA’s Notice, TransAlta and the 
individuals filed a complaint against the MSA under section 58 of the Alberta Utilities Commission Act.  In a 
decision released May 15, 2014, the Commission dismissed the complaints because the matter was similar 
in substance to what was already before the Commission by virtue of the MSA’s Application.  The 
Commission’s proceeding moved forward during the year with oral examinations in December and final 
written arguments spilling over into 2015, the last of which was filed February 19, 2015.  The Commission 
has 90 days to release its decision.   

The Commission had 11 proceedings in 2014 to consider applications seeking orders permitting the 
preferential sharing of records not available to the public (filed pursuant to section 3 of the FEOC 
Regulation).  The MSA participated in all but one of these  proceedings and has provided feedback to 
applicants to reduce issues and help to expedite the consideration of these matters.  

The MSA’s outreach efforts during 2014 included presentations to the Alberta Compliance Discussion 
Council, the Alberta Power Symposium, CanSIA, and a panel-format stakeholder meeting hosted by the 
MSA in October to facilitate input on MSA strategic planning. 

4 Rules and Reliability Standards Compliance 

The MSA plays a role in ensuring well-functioning electricity markets in Alberta by promoting 
compliance with the ISO Rules and the Alberta Reliability Standards.  Detailed results for 2014 are the 
subject of a separate published report, Compliance Review 2014 which was published on February 11, 2015.  
2014 compliance outcomes with respect to ISO rules confirmed the leveling off of compliance issues 
observed last year with a modest decrease in 2014.  The large majority of compliance matters addressed 
were self-identified and reported by market participants.  This follows from our approach to promote 
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effective internal compliance programs such that participants implement effective procedures and tools to 
monitor their compliance and receive favorable treatment or otherwise risk having the non-compliance 
identified by the AESO or the MSA.  The number of reliability standards compliance issues addressed in 
2014 increased sharply relative to 2013 as the AESO was able to complete a greater number of compliance 
audits.  A contributing factor was the growing number of reliability standards approved as applicable in 
Alberta.  The MSA issued 47 notices of specified penalty regarding ISO rules matters totaling $40,250 as 
compared to 45 notices of specified penalty totaling $60,250 in 2013.  The MSA issued a further 21 notices 
of specified penalty in relation to Alberta Reliability Standards matters totaling $155,000.  None of the 
notices of penalty issued in 2014 were disputed or remained unpaid. 

5 Administration 

In late 2014 the MSA was designated a “public body” pursuant to the Freedom of Information and Protection 
of Privacy Act (FOIP Act).  Concerted efforts were made in recent months to carry out a staff training 
program and to undertake a review of MSA procedures to ensure compliance with the FOIP Act.   

A second noteworthy development in 2014 was the formalizing of relations with the Competition Bureau 
and the US Federal Energy Regulatory Commission in the signing of memoranda of understanding.  
These memoranda contemplate coordination and the sharing of confidential information within the 
parameters allowed by legislation such that regulatory efficiency is enhanced.  

6 Financial Statements 

Due to higher than expected costs associated with its investigation activities, the MSA requested an 
amendment to its originally approved 2014 budget in order to ensure the MSA could effectively carry out 
its mandate in 2014.  As set out in the Alberta Utilities Commission Act, the MSA recognizes revenues to the 
extent required to match expenses in order that no profit or loss results in a fiscal year.  As a result of the 
additional funding requested during 2014, surplus contributions of approximately $1.1 million will be 
deferred and realized as revenue against the MSA’s expenses during fiscal 2015.  The demands of 
investigating and prosecuting a complex market issue and the difficulty in forecasting such costs within a 
fiscal year presented challenges to the MSA in 2014.     

The audited statements of the MSA for the year ended December 31, 2014 follow.  The format of the 
financial statements reflects accounting standards for not-for-profit organizations (ASNPO). 
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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. 
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