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1 Introduction
The Market Surveillance Administrator (MSA) is an independent law enforcement agency
created under the Alberta Utilities Commission Act (AUCA). This Annual Report for 2016 is
pursuant to section 38(1) of the AUCA which requires that the MSA provide the Minister of
Energy with an annual report that (a) reports on the MSA’s activities in the fiscal year, and (b)
contains the audited financial statements for the fiscal year.
The MSA’s mission is to take action to promote effective competition and a culture of
compliance and accountability in Alberta’s electricity and retail natural gas markets. The MSA’s
mandate is set out in the AUCA and, at its core, provides that market participant conduct and
market structure be monitored to ascertain how they affect competition. Competition in turn
provides benefits to all Albertans by ensuring prices are, over time, no higher than necessary to
secure a reliable supply of electricity now and in the future. The MSA is empowered to
investigate market conduct, bring enforcement actions before the Alberta Utilities Commission
(AUC) and to 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 where it believes there
may be an adverse effect on the structure and performance of the electricity market.
During 2016, the MSA provided support to Alberta Department of Energy on a range of matters
related to electricity. The MSA brings a unique perspective to bear, understanding how the
competitive market for electricity can most readily transition to a system more reliant on
renewable energy sources.
In 2016 the MSA continued to address its broad mandate through the implementation of its
strategic plan, which focusses on the following five areas:
•
•
•
•
•

Promotion of Effective Competition;
Promotion of Compliance and Accountability;
People Development;
Strategic Review; and
Enhancing Use of Technology.

2 Promotion of Effective Competition
Key to the MSA’s yearly activities are the actions taken to promote effective competition. Those
activities range from 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.
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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, an annual assessment of trends with respect to compliance with ISO
rules and Alberta Reliability standards, as well as special reports. The purpose of these reports
is to be transparent about how the Alberta electricity market functions so that stakeholders can
be confident that it is competitive and that the MSA is performing its role appropriately.
During 2016 MSA Quarterly Reports contained analysis and recommendations on several
matters including:
•

•
•

•

•
•

Much of the reporting for 2016 was heavily influenced by a number of factors such as
weakening demand (recession plus the Fort McMurray fire), supply overhang and the
return of the coal PPA units to the Balancing Pool. The market produced the lowest ever
annual average pool price of only $18.28/MWh;
Inaccuracies in future outage reporting of gas-fueled units that potentially mislead
market participants as to the actual amount to be expected;
Data was collected directly from forward market participants on bilateral trades for the
period 2013 and 2014. Analysis confirmed the MSA’s belief that it is a small segment of
the total forward market and therefore not required to be collected on a routine basis;
The MSA found the business practices of one of the RRO providers to favour the
affiliated competitive retailer and the RRO provider ceased the practice following the
MSA’s expressed concerns;
Following analysis and recommendations by the MSA in its Q2/16 report, the AESO
reduced the volume of standby regulating reserves that it purchases each day; and,
In the Q2/16 report the MSA commented on the persistent arbitrage that existed in the
near-term forward market. In the Q3/16 report the MSA commented on how that
arbitrage still persisted and flowed into RRO customer costs.

In 2016 the MSA continued its focussed reporting on the retail market with two special reports.
The first report, Assessment of Inter-jurisdictional Retail Rate Comparisons, outlines and
comments on the results of recent studies comparing monthly electricity bills in municipalities
and provinces between 2013 and 2016. The MSA conducted this work as comparisons are
sometimes made in the media between different jurisdictions and the MSA felt that in many
cases Albertans are unlikely to find such comparisons very useful. .
The second report, Trends in Regulated Retail Electricity and Natural Gas Bills, examines
trends in various components of regulated bills between 2012 and early 2016. The report
provides Albertans with a comprehensive explanation of the variances in regulated energy rates
between different regions and municipalities. The report also shows that lower bills have been
driven by lower energy prices, somewhat offset by higher distribution and transmission charges.
The report also provides a look at typical bills for different household types and what the
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marginal cost of energy is in different areas. The latter has obvious implications for how much
money households could save as a result of reducing consumption as, for example, they adopt
more energy efficient appliances. The report was accompanied by a billing tool that provides a
comprehensive set of data for understanding regulated electricity and natural gas billing.

2.2

Taking action to ensure market structure does not adversely impact
competition

Electricity markets are complex. Rules, standards, regulations and business practices all
provide a structure within which competition occurs. Part of the MSA’s work is to pro-actively
assess whether the resulting structure, rather than participant conduct, impedes competition to
the detriment of Albertans.
Historical Trading Report
In December 2015, having consulted extensively with stakeholders and the Independent
System Operator (ISO), the MSA brought an application before the AUC in respect of the ISO’s
publication of Historical Trading Report (HTR). The MSA is concerned that this report, which
contains hourly information related to generator’s offers to supply power to the Alberta market,
undermines the fair, efficient and openly competitive nature of the wholesale electricity market.
The MSA is of the view that the HTR makes possible dramatic increases in the electricity pool
price when certain market conditions are present and as a result in higher prices for consumers
of electricity.
Part of the reason for the MSA filing an application with the AUC in respect of this matter was
that certain market participants represented by the Independent Power Producers’ Society of
Alberta (IPPSA) had sought in March 2015 to prevent the ISO from modifying the HTR report
via a request for a judicial review. At the time of the MSA’s filing, the judicial review was
adjourned sine die (without date).
Five days after the MSA’s application was filed, the judicial review was rescheduled for
February 9, 2016. IPPSA indicated that should it prevail in the judicial review proceeding
regarding the format and publication timing of the HTR, there would be no basis for the
Commission proceeding. The MSA sought to intervene in this matter since the action sought to
prevent both the MSA and the Commission from carrying out the duties assigned to them under
the electricity legislation. In hearing the matter, Justice Nixon allowed the MSA to intervene,
stating:
The MSA was granted intervenor status in part because it plays a key role in the electricity
market in Alberta. Further, the MSA is directly affected by the subject matter of the judicial
review. As astutely observed by legal counsel for the MSA in its brief, the issue in the judicial
review, namely the format and publication timing of the HTR, will directly affect many parties,
including the Commission, electricity consumers, and electricity market participants. The
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MSA provided information important to the Court's decision whether to exercise its discretion
to adjourn, stay or dismiss the Application for Judicial Review before it is heard.

The Court decision also held that the AUC is a specialized expert tribunal established by the
legislature to consider and decide issues pertaining to Alberta’s electricity regime and that not
only should deference be accorded to its decisions, but also the right for it, not the Court, to
make those decisions in the first instance.
Regarding IPPSA’s request for judicial review, Justice Nixon concluded:
There is no purpose for the judicial review other than to seek a judicial interpretation of s 6 of
the FEOC Regulation and pre-empt the proceedings before the Commission. IPPSA asks the
Court to interpret a regulation that is part of the home legislation of the Commission. As aptly
stated by counsel for the MSA in its brief, what IPPSA is seeking in the judicial review is a
declaration by the Court that the current format and publication timing of the HTR is required
as a matter of law. Such a declaration would not only be binding on the Commission, making
its proceeding nugatory, it would affect all those involved in the electricity market in Alberta,
including consumers.

In summary, the Court declined to exercise its discretion to review the ISO decision respecting
the HTR and granted the preliminary application brought by the ISO and the MSA to dismiss
IPPSA’s application for judicial review. The MSA was awarded costs for its intervention in this
matter. 1
Following the dismissal of the judicial review, the MSA’s application to the AUC (proceeding
21115) proceeded resulting in a hearing in early December 2016. The AUC is expected to
render a decision on the future of the HTR in May 2017.
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, 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 such that shared information will not be used for purposes
inconsistent with the competitive market. In 2016 the MSA has worked with a number of market
participants who have been preparing information sharing arrangements, including those that
would allow the Balancing Pool to engage an agent to perform certain functions in relation to a
number of PPA units.

1

Further details and a link to the Court decision are available on the MSA website.
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2.3

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

In addition to pro-actively addressing issues relating to market structure, the MSA’s mandate
extends to enforcement actions where it believes market participants have contravened
legislation, rules or standards. Much of the MSA’s work during 2015 had focused on an
enforcement proceeding (AUC proceeding 3110) that resulted in an administrative penalty
against TransAlta in the amount of $51,920,814.31 plus MSA hearing and investigation costs of
$4,327,542.29. 2 Under the AUCA, administrative penalties are paid to the General Revenue
Fund of the Province of Alberta. In accordance with the AUC decision, $26,920,814.31 of the
penalty was payable by December 10, 2015 with a second payment of $25,000,000 plus
applicable judgement interest payable by November 28, 2016. The MSA can confirm that the
second payment was made on November 24, 2016 to the General Revenue Fund.
Under the legislation the MSA is able to publish guidelines. Currently the MSA has a single
guideline in force, the Offer Behaviour Enforcement Guidelines (OBEGs). Plans to consult on
these guidelines in 2016 were postponed given the broader changes being contemplated in the
Alberta electric system.

3 Promotion of Compliance and Accountability
The MSA promotes compliance and accountability through a variety of means including
outreach with market participants, adopting processes that encourage accountability and where
necessary issuing fines where rules or reliability standards have been breached.

3.1

Promotion of compliance and accountability through outreach

During the year the MSA meets regularly with market participants seeking guidance or
feedback. The MSA also presents to industry groups and speaks at industry conferences.
Opportunities to meet with stakeholders and present at conferences provide a low cost way for
the MSA to re-enforce the importance of compliance and accountability within the markets it
monitors.
During 2016, MSA staff also spoke at industry conferences and meetings, including the Alberta
Compliance Discussion Council, Alberta Power Summit, Alberta Power Symposium, Canadian
Energy Research Institute, BMO Alberta Power Luncheon, the Alberta Federation of REAs
Annual Conference and the Alberta Direct Connect industrial load group quarterly board
meeting.

2

AUC Decision 3110-D03-2015.
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3.2 Compliance with market rules and reliability standards
The MSA’s compliance approach with respect to market rules and reliability standards is
directed at 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.
During 2016 the MSA conducted a review of its compliance process to ensure it remained
relevant and consulted with stakeholders on a number of refinements. Updated procedures
were posted on October 19, 2016.
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 2016 are the subject of a separate MSA report, Compliance Review 2016 published
on February 22, 2017.

3.3 Compliance with Code of Conduct
All distributors and regulated rate providers of electricity and natural gas in Alberta must have
an approved Code of Conduct compliance plan. This primary goals of the Code of Conduct is to
ensure non-discriminatory access to customers for all retailers (no preferential access to
affiliated retailers of the distributor) and privacy of customer information.
On January 1, 2016 AR 58/2015 Code of Conduct Regulation came into force under both the
Electric Utilities Act (EUA) and Gas Utilities Act (GUA). This new regulation is administered by
the Alberta Utilities Commission (AUC). Previously the MSA had responsibility for the Code of
Conduct Regulation under the EUA whilst the AUC was responsible for that under the GUA.
By April of 2016, the MSA had received final Code of Conduct Compliance reporting for 2015
and passed that on to the AUC. With the MSA’s administration of the Code of Conduct
Regulation ended the MSA revoked a guideline and a number other notices to market
participants. During the year, MSA staff worked with the AUC to ensure a smooth transition.
While now administered by the AUC, the MSA may still initiate investigations as a result of
complaints or referrals related to the Code of Conduct approved for each retailer.

People Development
The MSA is staffed by a small but dedicated team of professionals with depth of expertise in
wholesale and retail electricity markets drawing from diverse backgrounds including economics,
law, engineering, and finance. At the end of 2016 the MSA staff consisted of 13 permanent
staff, unchanged from 2015. The MSA had planned to add to its permanent staffing
complement in 2016 but has postponed those plans given the current economic climate. During
the year the MSA was able to rely on additional legal expertise via a secondment from the
Alberta Utilities Commission, the recruitment of two interns until May 2017 and reassigning
responsibilities among existing staff. The MSA has continued its focus on staff retention by
encouraging staff to pursue relevant training opportunities and providing flexibility around
working hours.
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4 Strategic Review
During 2016, the MSA reviewed and consulted with stakeholders on amendments to external
procedures related to MSA Investigations, Compliance activities and Stakeholder Consultations.
The reviews focussed on whether the content in these documents remained relevant or could
be updated and clarified. The MSA also conducted a review of internal policies relating to
employees. A new policy structure was adopted and a number of policies were updated to
ensure they were clear and effective. This work is now largely complete. In 2017 the MSA
plans to work on procedures related to business continuity and security.
Most issues that come to the MSA’s attention are addressed through an issue assessment
process. The MSA also reviewed this process with a view to improving process efficiency and
record keeping. In 2017 the MSA intends to continue this work to ensure it can deal with a
variety of assessments thoroughly and with minimal delay.

5 Enhancing Use of Technology
During 2016 the infrastructure underlying the MSA’s monitoring dashboards was overhauled to
allow a more rapid and consistent development of new monitoring tools. By mid-year this work
was largely complete with a significant number of new monitoring tools being deployed during
the second half of 2016. More tools will be developed in 2017 as needs are identified.
The MSA completed the rollout of a new record management system covering all areas its
activities. This system makes it significantly easier for the MSA to manage MSA records, track
progress on different issues and collaborate with other MSA staff. For 2017 the focus for the
MSA will be to address existing records contained on the MSA website with a view to facilitating
improved access and management.

6 Financial Statements
Due primarily to the recovery of $4.3 million in costs in late 2015 in respect of proceeding 3110,
the MSA had a substantial deferral of contributions into 2016. Consequently, the MSA drew no
operating revenue from the 2016 energy market trading charge to fund its operations. After
meeting its 2016 operating and capital expenses, the MSA continued to defer prior period
contributions of approximately $1.9 million into 2017. This amount of deferred contributions
offset approximately half of the MSA’s 2017 operating budget resulting in a lower than otherwise
MSA component of the energy market trading charge in 2017 following no trading charge
contribution in 2016.
The MSA audited financial statements for the year ended December 31, 2016 follow. The
format of the financial statements reflects accounting standards for not-for-profit organizations.
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