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Alberta Utilities Commission 

Calgary, Alberta 

 

Alberta Electric System Operator Decision 21735-D02-2017 

2015 Deferral Account Reconciliation Proceeding 21735 

1 Decision summary 

1. In this decision, the Alberta Electric System Operator (AESO) requested approval of its 

2015 deferral account reconciliation. The AESO’s deferral account reconciliation application 

reconciles variances arising from the actual costs the AESO incurs in providing system access 

service and the forecast amounts the AESO recovers in rates charged to customers. The 

application was opposed, in part, by the Primary Services Group (PS Group) who argued that the 

deferral account methodology used by the AESO to calculate customer allocations of the deferral 

account balances for the connection charge cost category caused an increase in the amount due 

for the demand transmission service point of delivery charge without offsetting that increase for 

customers who are eligible for the primary service credit. For the reasons set out below, the 

Alberta Utilities Commission has approved the AESO’s application. 

2 Introduction and process 

2. On June 17, 2016, the AESO filed an application requesting approval of its 2015 deferral 

account reconciliation and of changes to deferral account balances for 2010 through 2014. The 

application reflected the reconciled variances arising between the actual costs the AESO incurred 

providing system access service and the forecast amounts recovered in rates charged to market 

participants for those years. The AESO requested approval of the determination and allocation of 

a $6.7 million net deferral account surplus and approval to refund and collect the allocated 

amounts, on both a final and interim refundable basis. 

3. The Commission issued notice of application on June 21, 2016. In response to the notice 

of application, submissions were filed by the following parties: 

 AltaLink Management Ltd.  

 ATCO Electric Ltd. 

 Office of the Utilities Consumer Advocate (UCA) 

 TransCanada Energy Ltd. 

 Alberta Direct Connect Consumers Association (ADC) 

 EPCOR Distribution & Transmission Inc. (EDTI) 

 PS Group1 

 

                                                 
1
  The PS Group members include market participants that own their own transformation facilities and are eligible 

for Rate PSC under the Independent System Operator (ISO) tariff. From Exhibit 21735-X0052: Canadian 

Natural Resources Limited, Cenovus Energy Inc., the City of Medicine Hat, Imperial Oil Resources, Shell 

Canada Energy, Suncor Energy Inc., and their respective affiliated companies. 



2015 Deferral Account Reconciliation Alberta Electric System Operator 

 
 

 

2   •   Decision 21735-D02-2017 (March 14, 2017)  

4. In the application, the AESO requested that the Commission approve the current deferral 

account amounts on an interim and refundable basis, in order to settle deferral account amounts 

immediately with market participants. Immediate settlement would allow the AESO to collect 

from market participants an outstanding deferral account shortfall, or to refund to market 

participants an outstanding deferral account surplus, to the greatest extent possible without 

further delay.2 

5. On July 6, 2016, the Commission issued a process letter that set out an interrogatory 

process and requested registered participants in the proceeding to provide comments on the need 

for further process. The Commission also requested that participants provide comments with 

respect to the AESO’s request for an immediate interim settlement of deferral account amounts 

with market participants.3 

6. In response to the Commission’s letter, no party objected to the Commission issuing an 

interim decision on this application.4 However, the PS Group requested a one-day hearing to 

address an issue it raised with respect to the application regarding the allocation of deferral 

account balances. The PS Group took issue with the AESO’s deferral account reconciliation 

allocation methodology and specifically, with the AESO’s connection charge deferral account 

allocations to primary service credit customers.  

7. In a letter dated September 19, 2016,5 the Commission determined that the PS Group’s 

concerns should be heard within the scope of this proceeding, and directed an oral hearing to 

complete the record. The Commission directed the PS Group to file evidence and established an 

interrogatory process for the PS Group’s evidence. In the same letter, the Commission advised 

that the oral hearing would be held on November 30, 2016, and December 1, 2016 and that the 

Commission intended to issue an interim decision on this application by September 30, 2016. 

8. On September 29, 2016, the Commission issued Decision 21735-D01-2016,6 approving, 

on an interim basis, settlement of the deferral account balances as set out in the application. On 

November 3, 2016, the AESO confirmed that interim settlement of the deferral account balances 

approved in Decision 21735-D01-2016 had been settled in October 2016.7 

9. In a letter dated October 20, 2016,8 the Commission rescheduled the oral hearing to 

December 13-14, 2016.  

10. On December 2, 2016, the Commission received a submission9
 from the AESO providing 

clarifications with respect to the matters discussed in its rebuttal evidence and requested that the 

Commission accept these clarifications to its evidence on the basis that the clarifications would 

permit a better understanding of the issues in the proceeding. On December 7, 2016, the 

                                                 
2
  Exhibit 21735-X0037, AESO application, paragraph 14. 

3
  Exhibit 21735-X0053. 

4
  Exhibits 21735-X0055, 21735-X0058, 21735-X0065. 

5
  Exhibit 21735-X0069. 

6
  Decision 21735-D01-2016: Alberta Electric System Operator, 2015 Deferral Account Reconciliation Interim 

Settlement, Proceeding 21735, September 29, 2016. 
7
  Exhibit 21735-X0101. 

8
  Exhibit 21735-X0091. 

9
  Exhibit 21735-X0106. 
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Commission issued a ruling accepting the AESO’s clarifications to its evidence onto the record 

of the proceeding.10 

11. Oral evidence and oral argument and reply were heard on December 13, 2016, and 

December 14, 2106, respectively. The Commission considers the close of record for this 

proceeding to be December 14, 2016. 

12. In reaching the determinations set out within this decision, the Commission has 

considered all relevant materials comprising the record of this proceeding. References in this 

decision to specific parts of the record are intended to assist the reader in understanding the 

Commission’s reasoning relating to a particular matter and should not be taken as an indication 

that the Commission did not consider all relevant portions of the record with respect to this 

matter. 

3 Details of the application 

13. Deferral account balances arise from differences between costs the AESO has incurred in 

providing system access service and the revenues recovered through rates charged to customers 

for those years. In this application, the AESO requested approval of the determination and 

allocation of a $6.7 million net deferral account surplus.  

14. The application reflects the AESO’s first reconciliation of deferral account balances for 

2015 and changes to deferral account balances for 2010 through 2014 (prior-period adjustments 

or re-reconciliations11). With respect to the requested prior-period adjustments, the AESO 

submitted that these prior-period adjustments are needed because of updated information relating 

to either revenues or costs attributed to specific tariff years. 

15. No transactions occurred in 2015 that related, either in whole or in part, to any year prior 

to 2010 and therefore no deferral account reconciliations or adjustments were included in the 

application for years prior to 2010. 

16. Specifically, the AESO requested Commission approval of the following:12 

 A shortfall of $17.2 million for 2015 (first reconciliation). 

 A surplus of $10.8 million for 2014 (second reconciliation). 

 A surplus of $12.2 million for 2013 (second reconciliation). 

 A surplus of $4.5 million for 2012 (third reconciliation). 

 A shortfall of $4.7 million for 2011 (fourth reconciliation). 

 A surplus of $1.0 million for 2010 (fourth reconciliation). 

                                                 
10

  Exhibit 21735-X0110. 
11

  Prior-period adjustments or re-reconciliations arise for a variety of reasons including: metered data adjustments, 

corrections or restatements, finalization of loss volumes, Commission decisions on transmission facility owner 

(TFO) costs and other matters, post-final adjustment mechanism data restatements, vendor invoice corrections, 

revisions to contract terms, and revisions to rate calculations or application. 
12

  Exhibit 21735-X0037, AESO application, paragraph 6 and Section 1.4. 
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 The methodology of allocating deferral account balances to market participants as 

presented in Section 7 and appendices E through H of the application, for purposes of 

recovering and refunding outstanding variance amounts from and to market participants 

receiving system access service under Rate DTS, demand transmission service or Rate 

FTS, Fort Nelson demand transmission service, of the ISO tariff. 

 The collection and refund of amounts through the use of a one-time collection and refund 

option similar to that used for previous years’ deferral account balances. 

 The collection and refund by the AESO of the market participant amounts included in 

this application as soon as practical on an interim refundable basis, and with such 

amounts subject to adjustment in final approvals following a full regulatory review. 

 Further and other relief as the Commission may prescribe. 

17. In addition, the AESO requested that the Commission approve the prudence of 

adjustments to previously-approved amounts in respect of the AESO’s own costs and actual 

costs incurred with respect to 2014 or prior year costs.13 

18. The AESO submitted that the application incorporated all costs paid and revenue 

collected by the AESO that:14 

 have not been settled in prior deferral account reconciliation filings 

 relate to 2015 or prior years for all costs except those related to losses and the provision 

of a wind forecasting service15 

 were accounted for up to December 31, 2015 

4 2015 deferral account reconciliation 

4.1 Methodology, allocation and settlement of deferral account balances 

19. The AESO submitted that it had prepared and filed the 2015 deferral account 

reconciliation in the same manner as its previous deferral account reconciliation applications. 

The AESO explained that its deferral account balances and adjustments allocation were 

implemented through the continued use of a software program developed by the AESO to 

automate deferral account reconciliation calculations.16 The AESO indicated that it had continued 

to modify and validate the software program in each successive annual deferral account 

reconciliation.17 

20. The AESO’s use of deferral accounts is incorporated in the ISO tariff through Rider C, 

Deferral Account Adjustment Rider, Rider C from the tariff is reproduced below:18 

                                                 
13

  Exhibit 21735-X0037, AESO application, paragraphs 52-55. 
14

  Exhibit 21735-X0037, AESO application, paragraph 22. 
15

  Effective January 1, 2006, transmission system losses are no longer subject to retrospective deferral account 

reconciliation. Costs paid by the AESO for provision of a wind forecasting service for wind-powered generating 

units are not subject to retrospective deferral account reconciliation. Exhibit 21735-X0037, Section 2.1.3. 
16

  Exhibit 21735-X0037, AESO application, paragraph 227. 
17

  Exhibit 21735-X0037, AESO application, paragraph 63. 
18

  The 2017 ISO tariff, effective 2017-01-01, Rider C, available on the AESO website www.aeso.ca. 
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Applicability 

1 Rider C applies to system access service provided under: 

(a) Rate DTS, Demand Transmission Service; and 

(b) Rate FTS, Fort Nelson Demand Transmission Service. 

Rider 

2(1) The ISO must recover or refund through Rider C accumulated deferral account 

balances which are comprised of differences between revenues and costs incurred in 

providing system access service to market participants. 

(2) The ISO must determine Rider C for each calendar quarter as an additional $/MWh 

charge or credit that applies to each rate listed in subsection 1 above. 

(3) The ISO must publish the Rider C charge or credit, including its calculation, on the 

ISO website at least thirty (30) days prior to the beginning of the calendar quarter in 

which it will apply. 

(4) The ISO must calculate the Rider C charge or credit as the sum of amounts, based on 

available recorded and forecast values, required to restore the deferral account balance to 

zero (0) over the following calendar quarter, or such longer period as determined by the 

ISO to minimize rate impact, in each of the following rate components: 

(a) connection charge; 

(b) operating reserve charge; 

(c) transmission constraint rebalancing charge; 

(d) voltage control charge; and 

(e) other system support services charge 

where the ISO assigns revenues and costs to each rate component in accordance with the 

ISO tariff in effect during the period in which the revenue was collected or the cost was 

incurred. 

(5) The ISO must calculate Rider C to include only transactions settled with the ISO that 

have occurred after January 1 of the calendar year in which the Rider C charge or credit 

will apply, although such transactions may involve amounts that relate to prior years. 

Terms 

3(1) The ISO may adjust Rider C amounts collected or refunded, through a deferral 

account reconciliation application filed with the Commission by the ISO. 

(2) The ISO must not add or deduct interest to or from amounts recovered or refunded 

through Rider C or through a deferral account reconciliation application, unless the 

Commission orders otherwise in specific circumstances. 

(3) The terms and conditions of the ISO tariff form part of this rider. 
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21. The AESO’s need to reconcile deferral account balances arises due to a requirement, 

under Section 14(3) of the Electric Utilities Act, that the AESO be managed so that, on an annual 

basis, no profit or loss results from its operation. Rider C allows the AESO to manage its deferral 

account balances throughout the year. Under Rider C, the AESO must calculate, using available 

recorded and forecast values, the charge or credit required to restore the deferral account balance 

to zero over the following calendar quarter. The resulting charge or credit reflects the difference 

between the AESO’s revenues and costs incurred in providing system access service to market 

participants and is recovered or refunded as an additional $/megawatt hour (MWh) charge or 

credit. The AESO further adjusts the Rider C amounts collected or refunded through a deferral 

account reconciliation application filed with the Commission.  

22. In a deferral account reconciliation application, the AESO reconciles the variances 

between recorded and forecast costs. Using recorded costs and recorded revenues, the deferral 

account balances are recalculated as the costs paid by rate and rate component, on a production 

month basis, for each year. Once the allocation of deferral account balances is determined by rate 

and rate component for each market participant, additional revenue already settled through 

Rider C, or in prior deferral account reconciliations with each market participant, is subtracted or 

added by rate and rate component. The remaining balance is the amount of the deferral account 

charge or refund attributed to the market participant.19 The AESO set out the results of the 

deferral account allocation for each market participant, including annual market participant detail 

summaries and market participant allocation detail, in appendices E through H of the 

application.20 

23. As described in the applicability section of Rider C provided above, the deferral account 

reconciliation only applies to Rate DTS and Rate FTS. Accordingly, consistent with treatment in 

prior years, the deferral account balances are allocated to individual market participants based on 

each market participant’s percentage of base rate revenue collected, based on Rate DTS and Rate 

FTS that were in place during the period, by month and by rate component.21  

24. In its application, the AESO proposed to settle the outstanding deferral account balances 

through a one-time payment and collection option and, similar to past reconciliations, the AESO 

offered a three-month payment option, including carrying charges, if the one-time payment 

option presented a financial burden to market participants.22 

4.2 Cost variances 

25. The costs and cost variances applied for in the application are summarized in Table 1 

below: 

                                                 
19

  Exhibit 21735-X0037, AESO application, paragraph 229. 
20

  Exhibit 21735-X0037, AESO application, paragraph 231. 
21

  Exhibit 21735-X0037, AESO application, paragraph 228. 
22

  Exhibit 21735-X0037, AESO application, paragraphs 242-243. 
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Table 1. Recorded costs and cost variances subject to assessment in the application 

  

2015  
recorded 

costs 

2014  
cost 

variances 

2013  
cost 

variances 

2012  
cost 

variances 

2011  
cost 

variances 

2010  
cost 

variances 

  ($ million) 

Total wires costs 1,527.4 (11.4) (12.4) (4.7) 4.7 (1.0) 

Total ancillary services 162.9 0.2 0.1 0.2 - - 

Total G&A and other industry  
costs 

83.7 - - - - - 

Grand total 1,788.8 (11.2) (12.3) (4.5) 4.7 (1.0) 

Source table 3-1 4-1 5-1 6-1 6-1 6-1 

 

26. The AESO submitted, in Section 2.4 of the application, that where significant 

adjustments to 2014 or to prior year AESO costs are included in the deferral account 

reconciliation, this proceeding should be the venue for consideration of the prudence of those 

adjustments. However, the prudence of the AESO’s costs incurred with respect to 2014 and prior 

years, which were previously dealt with in prior deferral account reconciliation proceedings, 

should not be reviewed again.23 

27. The AESO noted that the prudency of TFO wires costs is assessed by the Commission as 

part of its approval of TFO tariff applications and TFO deferral account reconciliation 

applications.24 The AESO stated that the wires costs included in the application were based on 

the AESO’s 2015 ISO tariff update application25 filed on August 18, 2015 and approved by the 

Commission in Decision 20753-D02-2015,26 and reflected the approach approved by the 

Commission in Decision 2011-275.27 28 

28. The AESO explained that the AESO’s own administrative costs are approved by the 

AESO board in accordance with the Transmission Regulation. Once these costs are approved by 

the AESO board, Section 46(1) of the Transmission Regulation provides that the AESO’s own 

administrative costs must be considered by the Commission to be prudent, unless an interested 

person satisfies the Commission otherwise.29 

29. Similarly, the AESO stated that ancillary services costs and line losses costs are also 

approved by the AESO board, however, as stated by the Commission in Decision 2014-242:30 

36. … there is no equivalent provision to Section 46 (1) of the Transmission 

Regulation that provides an interested party with the ability to argue the reasonableness 

                                                 
23

  Exhibit 21735-X0037, AESO application, paragraph 55. 
24

  Exhibit 21735-X0037, AESO application, paragraph 49. 
25

  Proceeding 20753, Exhibit 20735-X0027, Appendix C, 2015 rates calculations, Tab C 2015 updated forecast 

costs. 
26

  Decision 20753-D02-2015: Alberta Electric System Operator, 2015 ISO Tariff Update, Proceeding 20753, 

December 21, 2015. 
27

  Decision 2011-275: Alberta Electric System Operator, Compliance Filing Pursuant to Decision 2010-606 and 

2011 Tariff Update, Proceeding 1074, Application 1607003-1, June 24, 2011. 
28

  Exhibit 21735-X0037, AESO application, paragraph 85. 
29

  Exhibit 21735-X0037, AESO application, paragraph 50. 
30

  Decision 2014-242: Alberta Electric System Operator, 2014 ISO Tariff Application and 2013 ISO Tariff 

Update, Proceeding 2718, Application 1609765-1, August 21, 2014. 
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of [ancillary service costs and costs for line losses] before the Commission. Instead, 

Section 20 of the Electric Utilities Act and sections 15, 17, 33 and 34 of the Transmission 

Regulation authorize and, in some instances, direct the AESO to establish rules related to 

the calculation and recovery of ancillary service costs and costs for line losses. 

Consequently, where ISO rules are proposed or created for the calculation and recovery 

of ancillary service costs or the costs for line losses, the Commission’s oversight of these 

costs is addressed through the objection and complaint provisions found in sections 20 

and 25 of the Electric Utilities Act, respectively.31 

 

30. The AESO submitted that with respect to its own administrative costs, the AESO’s 

budget review and approval process, developed in consultation with market participants, includes 

an agreed-upon practice to be applied in circumstances where estimated costs are expected to 

exceed budgeted amounts specifically with respect to general and administrative costs and 

capital. Variances above a specified threshold are first reviewed with market participants prior to 

presentation to the AESO board for consideration and approval. A request for additional budget 

approval may be required to accomplish specific business priorities or to meet the AESO’s 

mandate, and would only be made after consideration has been given to managing the timing or 

reducing the scope of other business priorities to remain within budget. In summary, the AESO 

argued that its management structure and approach provided an appropriate and adequate process 

to establish and manage the AESO’s budget.32 

31. No interested party filed argument or submissions in the proceeding regarding the 

AESO’s cost variances set out in the application.33 

Commission findings 

32. This application represents the first opportunity to consider the actual recorded AESO 

revenue requirement costs for the year 2015, and the first opportunity to consider cost variances 

for the years 2013-2014 in relation to the recorded cost amounts for those years, subsequent to 

the Commission’s assessment in Decision 20866-D01-2016.34 The Commission agrees with the 

AESO that a deferral account reconciliation proceeding, and not a tariff application, is the proper 

venue to consider AESO costs incurred with respect to 2015 and any cost variance amounts not 

already considered in previous deferral account reconciliation decisions related to prior years. 

33. The provisions of the Electric Utilities Act and the Transmission Regulation provide 

direction to the Commission regarding the extent to which it may assess the costs and expenses 

incurred by the AESO. As set out by the Commission in Decision 2014-242,35 which decided the 

AESO’s 2014 tariff and 2013 tariff update, the Commission identified four principal categories 

of costs and expenses incurred by the AESO in its tariff, namely:  

 the AESO’s own administrative costs  

 ancillary services costs  

                                                 
31

  Decision 2014-242, paragraph 36. 
32

  Exhibit 21735-X0037, AESO application, paragraphs 53-54. 
33

  The relief requested by the PS Group does not affect the cost and cost variances applied for in the application 

and summarized in Table 1. 
34

  Decision 20866-D01-2016: Alberta Electric System Operator, 2013 and 2014 Deferral Account Reconciliation, 

Proceeding 20866, January 14, 2016. 
35

  Decision 2014-242, paragraph 33. 
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 transmission line losses  

 costs related to transmission wires payable under a TFO tariff 

34. Each of these categories are discussed in turn. 

The AESO’s own administrative costs 

35. The AESO’s own administrative costs are defined in Section 1(g) of the Transmission 

Regulation to include: (1) the transmission-related costs and expenses of the AESO respecting 

the administration, operation and management of the AESO; (2) the transmission-related costs 

and expenses of the AESO respecting reliability standards and reliability management systems; 

and (3) the transmission-related costs and expenses required to be paid by the AESO that are not 

for the costs of providing ancillary services; costs of transmission line losses nor amounts 

payable under a TFO tariff. 

36. As noted by the AESO, Section 46(1) of the Transmission Regulation limits the 

Commission’s review of the AESO’s own administrative costs to those costs that an interested 

party has argued are unreasonable. Moreover, the onus is on the interested party, not the AESO, 

to satisfy the Commission that the AESO’s own administrative costs are not reasonable. In 

addition, Section 3 of the Transmission Regulation addresses consultation and approval of those 

costs and requires that the AESO consult with market participants with respect to proposed costs 

to be approved by the AESO. 

37. No interested person has argued that the AESO’s own administrative costs were 

unreasonable, nor has any party indicated that the AESO has not consulted properly as required 

pursuant to Section 3 of the Transmission Regulation. Consequently, the AESO’s own 

administrative costs shown above in Table 1 are accepted as filed.  

Ancillary services costs  

38. The AESO board approves the costs for ancillary services. However, Section 3(1) of the 

Transmission Regulation requires the AESO to consult with market participants directly affected 

by these costs. As noted by the Commission in Decision 2014-242, there is no equivalent 

provision to Section 46(1) of the Transmission Regulation that enables an interested party to 

argue the reasonableness of these costs before the Commission. 

39. The recovery of ancillary services costs is prescribed in Section 30(4) of the Electric 

Utilities Act and Section 48 of the Transmission Regulation. These provisions are as follows: 

Electric Utilities Act 

30(4) The Independent System Operation may recover the costs of transmission line 

losses and the costs of arranging provision of ancillary services acquired from market 

participants by 

(a) including either or both of those costs in the tariff, in addition to the amounts and 

costs described in subsection (2), in which case, the Commission must include in 

the tariff the additional costs it considers to be prudent, or 

(b) establishing and charging ISO fees for either or both of those costs. 
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Transmission Regulation  

48(1) A reference in the Act to “prudent” or “appropriate” in relation to the ISO’s costs 

for the provision of ancillary services and costs of transmission line losses means the 

amounts of those costs that have been approved by the ISO members. 

 

40. The AESO has stated that the 2015 recorded cost of $162.9 million and all prior-period 

cost variances shown above in Table 1 for ancillary services have been approved by the AESO 

board members and that no party has indicated that the AESO has failed to properly consult. The 

Commission accepts these amounts as prudently incurred and these amounts are approved. 

Transmission line losses 

41. As discussed in Section 2.1.3 of the application, the AESO noted that, effective 

January 1, 2006, the cost of transmission system losses is no longer subject to the retrospective 

deferral account reconciliation. Accordingly, the AESO did not include the reconciliation of 

transmission line loss amounts in the application.36 

Costs related to transmission wires payable under a TFO tariff 

42. With respect to TFO wires-related costs and cost variances identified in Table 1 above, 

the AESO must pay the rates set out in the approved tariff of the owner of each transmission 

facility pursuant to Section 32 of the Electric Utilities Act. The Commission approves the costs 

and expenses of a TFO in the TFO’s applicable tariff application, pursuant to Section 122 of the 

Electric Utilities Act. It does not review the prudence of these expenditures in an AESO deferral 

account reconciliation application nor in an AESO tariff application. Consequently, the costs and 

cost variances set out above in Table 1 for TFO wires-related costs are approved as filed. 

4.3 Deferral account amounts 

43. The AESO identified a net surplus of approximately 6.7 million (net of Rider C charges 

and refunds and any prior deferral account reconciliation settlements) to be allocated to 

customers, composed of the following amounts:37 

 A shortfall of $17.2 million for 2015 (first reconciliation). 

 A surplus of $10.8 million for 2014 (second reconciliation). 

 A surplus of $12.2 million for 2013 (second reconciliation). 

 A surplus of $4.5 million for 2012 (third reconciliation). 

 A shortfall of $4.7 million for 2011 (fourth reconciliation). 

 A surplus of $1.0 million for 2010 (fourth reconciliation). 

44. A summary of the proposed reconciliation between tariff revenues collected, costs paid 

by the AESO, collections or refunds of Rider C, and prior year deferral account reconciliation 

collections or refunds in Table 2-2 of the application is reproduced (in part) below: 

                                                 
36

  Exhibit 21735-X0037, AESO application, paragraph 34. 
37

  Exhibit 21735-X0037, AESO application, paragraph 3. 
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Table 2. Summary of 2015 deferral account reconciliation application 

 2015 2014 2013 2012 2011 2010 Total 

 ($ million) 

Revenues 1,560.7 1,486.2 1,394.6 1,241.9 1,061.7 758.8 7,503.9 

Costs paid (1,788.8) (1,691.0) (1,609.5) (1,391.2) (1,235.7) (880.2) (8,596.4) 

Deferral account        

Surplus (shortfall) (237.4) (214.9) (217.7) (147.9) (166.5) (108.1) (1,092.4) 

Rider C collect (refund) 220.2 185.5 247.9 158.5 185.8 104.6 1,102.5 

Prior DAR collect (refund) - 40.2 (18.0) (6.1) (24.0) 4.5 (3.4) 

Net surplus (shortfall) (17.2) 10.8 12.2 4.5 (4.7) 1.0 6.7 

 

Commission findings 

45. No market participants objected to the application or challenged the accuracy of the 

deferral account amounts or the calculation of the net deferral account surplus of $6.7 million. 

Accordingly, the Commission approves the deferral account balances and the net deferral 

account surplus amount of $6.7 million. 

5 PS Group requested relief 

5.1 Relief requested by the PS Group 

46. The PS Group submitted that the deferral account methodology used by the AESO to 

calculate customer allocations of the deferral account balances for the connection charge cost 

category results in an over-allocation of deferral account balances to customers who are eligible 

for Rate Primary Service Credit (PSC). The PS Group explained that by only allocating costs 

based on each market participant’s percentage of base rate revenue collected through Rate DTS 

and Rate FTS during the relevant period, the methodology imposes on Rate PSC eligible 

customers a portion of substation costs even though Rate PSC customers do not use the 

substations that give rise to these costs.38  

47. The PS Group submitted that, as a result, the deferral account allocation methodology 

does not uphold the rate design principle of cost causation, which is an integral part of ISO tariff 

design. The PS Group submitted that customers who do not cause TFO substation costs should 

not be required to pay these costs. The PS Group requested that the Commission uphold the cost 

causation rate design principle; both when the AESO sets rates prospectively using forecast 

assumptions and also when it adjusts customer bills retroactively to allocate the deferral account 

balances.39 

48. The PS Group estimated that Rate PSC eligible customers have been over-allocated a 

total of $18.74 million since 2008.40 To rectify this, the PS Group submitted that the updated 

market participant bills, calculated in the deferral account reconciliation, should include an 

adjustment for Rate PSC and requested that this be corrected both historically and on a go-

forward basis. 

                                                 
38

  Exhibit 21735-X0085, PS Group evidence, paragraph 6. 
39

  Exhibit 21735-X0085, PS Group evidence, paragraph 55. 
40

  Exhibit 21735-X0082, PS Group evidence, Appendix 7. 
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49. The PS Group requested the following specific relief in this application:41 

(a) That the Commission direct the AESO to correct the methodology used to calculate the 

connection charge deferral account reconciliations and customer allocations; specifically 

that the connection charge deferral account balances should be allocated to all DTS 

customers based on: 

(i) a determination of the net cost responsibility for all DTS customers without 

inflating such costs with Rate PSC credits, since these credits are a mechanism 

used to reduce the costs otherwise recovered under Rate DTS when customers do 

not use TFO owned substation equipment, 

(ii) a determination of the net revenue from all DTS customers to the AESO based on 

the net sum of Rate DTS connection charges and the Rate PSC credits, to correctly 

reflect the net cash flow from all DTS customers towards point of delivery (POD) 

costs, 

(iii) a determination of the allocation of the deferral account balances to individual 

customers using the percentage of individual DTS customer net revenue to the 

total net revenue. 

(b) Correction of the connection charge deferral account allocations for the period starting 

from the August 2008 production month, being the first month in which the ISO Tariff 

went into effect in accordance with the Commission’s approval of Rate PSC. The PS 

Group argued the requested relief will uphold the just and reasonable rate design 

principle approved since the AESO 2007 general tariff application (GTA), being the 

principle that Rate PSC eligible customers ought not pay the costs for substations. 

(c) That the Commission direct the AESO to correct the connection charge deferral account 

allocations as soon as practical and no later than necessary to coincide with the timely 

application of a new deferral account reconciliation (DAR) application for the production 

years 2008 to 2016, by the end of Q1-2017. 

(d) In order to expedite the required corrections, the PS Group requests that the AESO be 

directed to use Excel workbooks on an interim basis, if necessary, until the AESO can 

amend its billing software and re-determine the deferral account allocations as 

requested.42 

50. The PS Group addressed the following considerations in support of its requested relief:  

 cost causation principle 

 retroactive and retrospective ratemaking 

 is the requested relief an error or a change in methodology 

 finality of rates and the AESO tariff 

 forum to address the requested relief 

                                                 
41

  Exhibit 21735-X0085, PS Group evidence, paragraph 4. 
42

  The PS Group later changed its position and agreed that if the Commission were to approve a change it would 

be reasonable for the change to be made in the AESO’s 2016 DAR application. Transcript, Volume 2, page 283, 

line 20 to page 284, line 4.  
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51. The PS Group submitted that Rate DTS combined with Rate PSC reflects the cost 

causation principle such that Rate PSC eligible customers receive a credit on their POD costs to 

recognize that these customers built and paid for their own connection substation facilities and 

therefore do not use TFO substation facilities. Paying again for connection substation facilities 

through rates as a result of the adjustments to bills from the deferral account reconciliation 

process is inconsistent with the Rate DTS and Rate PSC rate design in the ISO tariff.43  

52. Mr. Maher, witness for the PS Group, submitted that they had believed that the cost 

causation principle was embedded in the tariff and that PS Group members did not realize that 

the updated deferral account reconciliation balances did not include an adjustment for primary 

service credit amounts available through Rate PSC: 

Q.   Okay, perfect.  You mentioned that you took the PSC credit calculations in the DARs 

at face value for a long time.  Can you just explain a bit more about why that approach 

was taken? 

 
A.   MR. MAHER:        I don't think it was a matter of consciously taking that approach.  

I think we, more or less, trusted that the fundamental principle of cost causation was 

embedded in the tariff, and it wasn't until April or May of this year, until it was brought 

to our attention that, in fact, it's not.  In fact it's -- there isn't a link there. There's a missing 

link that we recognize that the AESO is not giving credit in the deferral account 

reconciliation to the PSC amounts, to PSC credits.44 

 

53. The PS Group further argued that the relief it was requesting did not constitute retroactive 

or retrospective ratemaking.45 Rather, it argued, relying on the 2009 Supreme Court of Canada 

decision in Bell Canada v. Bell Aliant,46 that because the rates are subject to deferral account 

treatment, the use of deferral accounts precludes a finding of retroactivity or retrospectivity.47  

54. The PS Group submitted that all AESO customers are aware that revenues and costs 

accounted for in determining the AESO’s deferral accounts always remain subject to AUC 

scrutiny to ensure the allocation of deferral account balances on a just and reasonable basis and 

to ensure accordance with relevant ISO tariff provisions. The PS Group argued that taking into 

account new information that unjust and unreasonable rates were charged, because Rate PSC was 

not included in the deferral account calculation, cannot change this fundamental premise. 

Consequently, it asserted that the Commission continues to have the mandate of ensuring the 

deferral account reconciliation and allocation mechanism achieves its intended objectives, even 

if a mistake is found after the fact.48 

55. Counsel for the PS Group argued: 

It is precisely because the deferral account reconciliation and allocation mechanism 

includes accumulation in and disposition from deferral accounts pursuant to further AUC 

order -- orders that this DAR mechanism facilitates AESO rates continuing to be just and 

                                                 
43

  Transcript, Volume 2, page 269, lines 5-12.  
44

  Transcript, Volume 1, page 144, lines 1-14.  
45

  Transcript, Volume 2, page 286, lines 15-17. 
46

  Supreme Court of Canada, Bell Canada v. Bell-Aliant [2009] 2SCR 764. 
47

  Transcript, Volume 2, page 285, line 25 to page 286, line 5. 
48

  Transcript, Volume 2, page 286, line 18 to page 287, line 12. 
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reasonable [see Bell Alliant, ibid, at para 66 where Abella J. goes on to state: It was 

precisely because the rate-setting mechanism approved by the CRTC [Canadian Radio-

television and Telecommunications] included accumulation in and disposition from the 

deferral accounts pursuant to further CRTC orders, that the rates were and continued to 

be just and reasonable].  

 

We have a very unusual beast here. It's not the normal utility where we set rates 

prospectively and some deferral accounts, but it's a prospective exercise, and it is what it 

is. This is very different. We set rates prospectively, and then we look back and see what 

who should have paid for those costs that the system incurred so that the AESO makes 

zero profit in the end.  

 

Accordingly, if the AUC orders adjusting allocating deferral account balances in this 

DAR application based on rate DTS net of the primary service credit, such adjustment 

would be neither retroactive nor retrospective rate making, but simply doing what the 

legislative scheme and the ISO tariff is set to achieve [Bell Canada v Bell Aliant 

Regional Communications, 2009 SCC 40 ["Bell Alliant"] (as also cited in AUC Decision 

790-D02-2015 (20 January 2015) at para 175) see Bell Alliant, ibid, at para 63, where 

Abella J. States: In my view, the credits ordered out of the deferral accounts in the case 

before us are neither retroactive nor retrospective. They do not vary the original rate as 

approved, which included the deferral accounts, nor do they seek to remedy a deficiency 

in the rate order through later measures, since these credits or reductions were 

contemplated as a possible disposition of the deferral account balances from the 

beginning.].49 

 

56. The PS Group argued that the AESO’s deferral account reconciliation allocations to Rate 

PSC-eligible customers are in error and submitted that rate amounts were allocated and therefore 

charged in a manner not consistent with the approved tariff, because Rate PSC was ignored 

during the allocation of deferral balances.50 The PS Group submitted that, when looking at 

appendices G and H, it would be very reasonable for a DTS customer that was eligible for Rate 

PSC to assume that, if the AESO says total revenues collected, and it is speaking about a 

connection charge, it is referring to total revenues collected net of primary service credits. 

Additionally, when looking at Appendix G1 and Appendix H1, it would be reasonable for any 

party, no matter how sophisticated, to take it on face value that when the AESO says “actual 

revenue collected amount,” it is referring to revenue collected net of primary service credits 

without having to do “a forensic accounting on every application.”51 

57. The PS Group further characterized the error as a mathematical error rather than an 

accounting error.52 

58. The PS Group argued that two changes to the AESO’s software program are required. 

First, when reconciling revenues and costs, the primary service credits should be treated as a 

reduction to the Rate DTS charges to properly reflect actual amounts paid by all DTS customers 

for substation-related costs. And second, the revenue amount used to allocate the connection 

                                                 
49

  Transcript, Volume 2, page 288, line 4 to page 289, line 17. 
50

  Transcript, Volume 2, page 284, line 20 to page 285, line 1. 
51

  Transcript, Volume 2, page 278, line 20 to page 281, line 10. 
52

  Transcript, Volume 2, page 298, lines 7-21. 
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charge deferred balances should be equal to the actual revenues collected, by netting the sum of 

the Rate DTS charges and the primary service credits.53 

59. The PS Group submitted that the objective under the AESO’s deferral account 

reconciliation and allocation mechanism is to ensure, firstly, that the AESO's actual costs and 

actual revenues match; and, secondly, that shortfalls from DTS customers are allocated to DTS 

customers based on their proportion of actual costs and revenues to total actual costs and 

revenues calculated pursuant to the approved ISO tariff.54 

60. The PS Group argued that the most efficient process would be for the AESO to 

incorporate revised connection charge deferral account balances for production months August 

2008 through December 2016 in its 2016 deferral account reconciliation application. 

Implementing adjustments to the deferral account allocation methodology to calculate the Rate 

DTS revenues received net of Rate PSC going forward would also be required.55 

61. When asked what the PS Group’s views were if their issue was to be dealt with in the 

AESO’s next general tariff application, Mr. Belland responded that: 

Q.   And the AESO indicated that it has included the potential changes as proposed by the 

PS Group as a topic of consultation for the next tariff. So I was wondering, what is the PS 

Group's views in having this matter dealt with in the next tariff application? 

 
A.   MR. BELLAND:      I think we're opposed to it. I think our view is that the issue is 

here in front of the Commission today. The question of the proper accounting of the rate 

PSC credits we think should be resolved before the Commission now, and the add-on that 

the AESO has brought forward that we should be redefining net revenue to include rates 

other than PSC doesn't hold.  There's not a cost causation reason for that, and I can get 

into that a little bit further, if you like.56 

 

5.2 AESO response to the PS Group’s requested relief 

62. The AESO addressed each of the issues discussed by the PS Group in its response.  

63. When asked about the principle of cost causation, Mr. Martin, witness for the AESO, 

responded: 

Q.   Does the AESO consider its current DAR methodology to be consistent with the cost 

causation principle? 

 
A.   MR. MARTIN:       So I think we're examining that right now in our consultation 

process to figure out that question. I think in the information we put forward to 

stakeholders a week or so ago, we suggested that it might be appropriate to change the 

allocation methodology to reflect other rate and rider and tariff components of the ISO 

tariff. In terms of the deferral account methodology, as it is currently approved, I think it 

adheres pretty strongly to cost causation, but that doesn't mean it can't be improved upon, 

I guess, going forward. 

 

                                                 
53

  Transcript, Volume 2, page 278, lines 7-18. 
54

  Transcript, Volume 2, page 292, lines 1-9. 
55

  Transcript, Volume 2 page 283, line 20 to page 284, line 4. 
56

  Transcript, Volume 1, page 171, line 23 to page 172, line 12. 



2015 Deferral Account Reconciliation Alberta Electric System Operator 

 
 

 

16   •   Decision 21735-D02-2017 (March 14, 2017)  

Q.   And to follow up, are there aspects of the methodology that are inconsistent with the 

costs causation principle? 

 
A.   MR. MARTIN:       I don't think there's anything I would flag as inconsistent.  I think 

-- I think  allocating deferral account balances over the rate components of the applicable 

rates of the tariff is pretty consistent with cost causation. Whether other pieces of the ISO 

tariff should be brought into that allocation process probably warrants some further 

consideration, but as it stands right now, I don't think there's an inconsistency.57 

 

64. With respect to retroactive and retrospective ratemaking, the AESO argued that the relief 

requested by the PS Group included implementation, on a retroactive basis, of a new deferral 

account allocation methodology and is either therefore retroactive rate making or akin to 

retroactive rate making. The AESO stated that despite being related to amounts in a deferral 

account, which is generally an exception to the prohibition against retroactive rate making, the 

relief should not be granted under the circumstances because ratepayers could not have 

reasonably anticipated a change in allocation methodology.58 

65. The AESO further argued that the new allocation methodology proposed by the PS 

Group should not be implemented retroactively. In its view, if a new methodology was approved, 

it should apply on a prospective basis only, and 2017 should be the first year to which a new 

methodology would apply. Implementing a change with the 2017 deferral account year is the 

only approach that would provide approval before market participants make decisions with 

respect to their use of system access service and only prospective implementation would permit 

market participants to know, at the time of use, what charges may be subject to change through 

deferral account adjustment.59 

66. The AESO noted that the Commission had an opportunity to undertake an extensive 

review of the jurisprudence on the issue of retroactive rate making in its recent Decision 

790-D02-201560 regarding the Phase 2, Module A of the Milner Power complaint. The AESO 

submitted that based on its interpretation of that decision, both retroactive and retrospective 

ratemaking are prohibitive. However, the AESO noted that there are certain exceptions to that 

prohibition; one of which is the use of a deferral account to deal with differences between 

forecasts and actual costs and revenues.61 The AESO submitted that the Commission has 

recognized deferral accounts as an exception to the rule against retroactive rate making, that this 

issue comes down to a question of whether parties knew or ought to have known that rates may 

be subject to change from the date they first came into effect.62 

67. The AESO argued that the PS Group’s view, specifically, that the relief it is seeking is 

not a retroactive change because the AESO’s rates are subject to deferral account adjustments, is 

flawed for two reasons. First, not all of the AESO’s rates are subject to deferral account 

adjustments; specifically Rate PSC is not subject to deferral account adjustments as only 

Rate DTS and Rate FTS are subject to Rider C and to deferral account adjustments under the 

                                                 
57

  Transcript, Volume 1, page 86, line 17 to page 87, line 17. 
58

  Transcript, Volume 2, page 203, lines 16-25. 
59

  Transcript, Volume 1, page 16, line 14 to page 17, line 2. 
60

  Decision 790-D02-2015: Complaints regarding the ISO Transmission Loss Factor Rule and Loss Factor 

Methodology, ATCO Power Ltd., Complaint regarding the ISO Transmission Loss Factor Rule and Loss Factor 

Methodology, Applications 1606494-1, 1608563-1 and 1608709-1, Proceeding 790, January 20, 2015. 
61

  Transcript, Volume 2, page 221, line 13 to page 223, line 23. 
62

  Transcript, Volume 2, page 224, line 25 to page 225, line 5. 
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ISO tariff. Secondly, parties could not have known that charges and credits related to the 

connection charge may change as part of the deferral account reconciliation process.63 

68. The AESO argued that, with respect to the finality of tariffs versus finality of rates or 

charges, both are at issue in this case, and the AESO submitted the finality of both should be 

preserved by not implementing a change in allocation methodology retroactively.64 So while 

rates DTS and FTS may not technically be final rates for any given year, even after deferral 

account balances have been reconciled for that year, the reconciliations that have received 

approval on a final basis should not be subject to change, including with respect to the allocation 

methodology.65 

69. The AESO argued that if there is an ISO tariff approved by the Commission on a final 

basis, customers should be able to rely on the rates, riders, and terms and conditions approved 

under that tariff on a final basis and, if certain rates are not subject to deferral account 

adjustment, then customers should be able to rely upon the charges under those rates as final. 

The AESO submitted that because Rate PSC is not subject to deferral account adjustments, it 

should be viewed as approved on a final basis.66 

70. The AESO submitted that where rates are subject to deferral account adjustments, such as 

rates DTS and FTS, those customers should at minimum be able to rely on the finality of 

allocation methodologies approved either in ISO tariff proceedings or deferral account 

reconciliation proceedings. It is for that reason that the AESO submitted that allocation 

methodologies should only be subject to change on a prospective basis.67  

71. The AESO argued that the PS Group is trying to exploit the lack of finality in Rate DTS 

and Rate FTS charges to seek a new allocation methodology more favourable to its members. 

The AESO submitted that the change sought by the PS Group is not to the cost or revenue data, 

but rather, to the AESO’s deferral database and its deferral reporting system. The proposed 

change is not required to address a change in costs or revenues that could result in a potential 

profit or loss of the AESO contrary to Section 14(3) of the Electric Utilities Act, nor is it required 

to address any other legislative requirement affecting the AESO’s operation.68 

72. The AESO submitted that unlike the Bell Aliant case, this application is not considering a 

one-time disbursement from a newly established deferral account. Rather, this application is 

dealing with the disbursement of deferral account balances, some of which are being re-

reconciled for the fourth time, in accordance with an established allocation methodology that has 

been approved on a final basis.69 Counsel for the AESO argued: 

So while market participants have knowledge that rates DTS and FTS are subject to 

deferral account treatment, they also have knowledge of the approved methodology used 

to allocate deferral account balances to them. And the AESO submits that its tariff terms 
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  Transcript, Volume 2, page 225, line 21 to page 226, line 5. 
64

  Transcript, Volume 2, page 204, lines 6-10. 
65

  Transcript, Volume 2, page 204, line 20 to page 205, line 9. 
66

  Transcript, Volume 2, page 238, lines 8-18. 
67

  Transcript, Volume 2, page 238, line 19 to page 239, line 1. 
68

  Transcript, Volume 2, page 239, line2 to page 240, line 10. 
69

  Transcript, Volume 2, page 227, line 24 to page 228, line 7. 
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have been approved on a final basis and its allocation methodology has been approved on 

a final basis, at least for all years prior to 2015.70 

 

73. The AESO submitted that re-reconciling deferral account balances for production years 

prior to 2015 in accordance with the new methodology proposed by the PS Group would be 

tantamount to retroactive rate making.71 Its counsel argued: 

… the PS Group should not be allowed to avail itself of the unique nature of the AESO's 

deferral account reconciliation process, which allows for multiple re-reconciliations to 

ensure that the AESO remains a non-profit to retroactively implement and redistribute 

deferral account balances back to 2008 in accordance with an allocation methodology 

different from what was approved by the Commission for those years.72 

 

74. The AESO also disputed the PS Group’s assertion that the relief requested arose from a 

mathematical error as opposed to a request to implement a new methodology for the allocation of 

deferral account balances.73 The AESO stated that it uses a deferral account reconciliation 

allocation methodology that is consistent with the approved ISO tariff that has been approved in 

eight previous deferral account reconciliation applications and that the PS Group’s evidence 

should be understood as proposing a new allocation methodology that is different from the 

methodology that has been approved by the Commission for many years.74 

75. The AESO submitted that the existing allocation methodology had been implemented 

through software developed to streamline and manage the volume of data used in a 

reconciliation, which was first used for the AESO’s 2004-2007 deferral account reconciliation 

application.75 In Decision 2009-010,76 regarding that application, the Commission found: 

32. The Commission considers that the information regarding deferral account 

balance allocations provided to individual AESO customers as described above was 

extensive and detailed. In consideration of the detailed information available to 

customers, the Commission considers it to be telling that the only allocation issues 

identified by parties in argument or reply submissions related to the AESO’s proposal to 

pay interest on deferral account balances. 

 
33. In view of the above, the Commission considers that the customer deferral 

account balance allocations set out in the Application that do not relate to the AESO’s 

proposal to recognize interest should be approved as filed.77 

 

76. The AESO submitted it had used the approved methodology for each of its subsequent 

deferral account reconciliation applications, including the 2015 application.78 Additionally, the 

AESO’s previous deferral account reconciliation applications have allocated deferral account 
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  Transcript, Volume 2, page 228, lines 13-20.  
71

  Transcript, Volume 2, page 228, lines 21-25.  
72

  Transcript, Volume 2, page 229, lines 9-16.  
73

  Transcript, Volume 1, page 15, lines 3-6.  
74

  Transcript, Volume 1, page 15, lines 18-25. 
75

  Exhibit 21735-X0102, AESO rebuttal evidence, paragraph 4. 
76

  Decision 2009-010: Alberta Electric System Operator, 2004-2007 Deferral Account Reconciliation, 

Proceeding 60, Application 1574594-1, January 27, 2009. 
77

  Decision 2009-010, paragraphs 32-33. 
78

  Exhibit 21735-X0102, AESO rebuttal evidence, paragraph 5. 
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balances only to Rates DTS and FTS, consistent with the terms of those rates and of Rider C 

approved in the ISO tariff.79 

77. The AESO also argued that the methodology used for the allocation of deferral account 

balances to market participants has been documented in the extensive appendices provided with 

each deferral account reconciliation application. The AESO noted that it had discussed the 

details of the allocation methodology with many individual market participants over the course 

of recent deferral account reconciliation applications, including some who receive the primary 

service credit. The AESO submitted that the methodology is understandable by a market 

participant who either takes the time to review the appendices of the AESO’s application or 

contacts the AESO with questions.80 The AESO submitted that the PS Group could have 

discovered the concern they referred to as “only having been discovered this year” by reviewing 

the information that was included in the appendices of any of the AESO’s applications since its 

2004-2007 reconciliation application.81 

78. The AESO submitted there is merit to further investigating the change to the deferral 

account reconciliation methodology proposed by the PS Group. The AESO indicated that it had 

included this matter as a topic of consultation for its next comprehensive tariff application, which 

the AESO considers to be the proper forum as (i) there will be a broad representation of market 

participants; and (ii) the issue of the incorporation of other charges and credits into the 

methodology can be thoroughly considered to avoid the arbitrary aspects of the PS Group’s 

proposal. Any new reconciliation methodology arising from such balanced consultations could 

then be implemented prospectively.82 

79. If a new methodology was approved, the AESO submitted it should apply on a 

prospective basis only, and 2017 should be the first year to which a new methodology would 

apply. Implementing a change with the 2017 deferral account year is the only approach that 

would provide approval before market participants make decisions with respect to their use of 

system access service. Only prospective implementation would permit market participants to 

know at the time of use what charges may be subject to change through deferral account 

adjustment.83 

80. The AESO submitted that if the Commission determined the PS Group’s proposed 

change to the deferral account reconciliation methodology should be implemented sooner, any 

direction should not include any period before January 1, 2015, as all production years prior to 

2015 have already been the subject of Commission decisions in which the reconciliation 

methodology was approved on a final basis. In particular, the production years 2008 and 2009 

were not properly before the Commission in this proceeding, did not form part of the AESO’s 

application and no notice was given to market participants that those production years might be 

impacted as part of this application.84 
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5.3 Commission findings on the PS Group’s requested relief 

81. As more particularly set out below, the Commission has dismissed the PS Group’s 

request for relief to adjust the DTS allocation back to 2008 on the basis of its findings that the 

relief requested is a change in the tariff allocation methodology and not a calculation error and, 

as such, granting the relief would be contrary to the principles against retroactive or retrospective 

ratemaking; and that the relief requested was not brought forward in a timely manner.  

History of primary service credit 

82. Rate PSC, primary service credit,85 applies to system access service provided at a point of 

delivery to a market participant who receives system access service under Rate DTS, demand 

transmission service, and: 

(a) Does not utilize transformation facilities owned by a legal owner of transmission 

facilities to step transmission voltage down to 25 kilovolts or less. 

(b)  Is served through an unconventional connection such as one using metering 

transformers. 

83. Mr. Martin, witness for the AESO, succinctly described the history and rationale for the 

primary service credit as follows: 

The primary service credit and its predecessor, the customer-owned substation credit, 

have existed in the ISO tariff for many years, and they recognize that a market participant 

has built, owns, and operates their own transformation facilities through which they 

receive system access service. Those facilities reduce the costs that would otherwise be 

incurred by a transmission facility owner. And the primary service credit reflects the 

individual service's contribution to that reduction in costs.86 

 

84. Since 2001, there has been some form of credit available to customers who had built and 

owned their own substation facilities. In Decision 2000-187 respecting the Transmission 

Administrator’s 1999-2000 GTA, the Alberta Energy and Utilities Board (board or EUB)88 

approved the customer-owned substation credit. The proposed credit was $700/MW per month 

of billing capacity. The customer-owned substation credit remained a part of the approved ISO 

tariff until 2007.89 
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  The 2017 ISO tariff, effective 2017-01-01, Rate PSC, available on the AESO website www.aeso.ca. 
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85. In Decision 2005-096,90 the board stated: 

The Board understands the rationale for the payment of the credit is that the credit 

reflects the fact that DTS customers have paid for the full cost of transformation facilities 

at their site. As DTS customers, they have signed a contract with the AESO for service 

and are obligated to pay fixed DTS charges related to their contract capacity. Included in 

this fixed charge is payment to the AESO for the cost of transformation equipment that 

the system would usually pay for and provide to the customer. As the customer has 

already paid for the full cost of transformation equipment at their site, it is not necessary 

for the system to invest in such facilities. 

 
Consequently, if no credit were available to these customers they would be in a position 

of paying twice for one set of transformation assets – once when the customer installed 

and paid for the assets, and a second time when paying their fixed DTS charges each 

month. The Board does not consider it reasonable to compel a customer to pay twice for 

one set of assets. It follows that a credit should be available to such customers to ensure 

that they do not pay twice. The Board considers this to be just and reasonable.91 

 

86. In the AESO’s 2007 GTA, in response to the 2006 transmission cost causation update 

study, the AESO proposed significant changes to Rate DTS, including establishing a connection 

charge component that included three sub-components: bulk charge, local charge (or regional 

charge) and POD charge. With respect to the POD charge, the AESO proposed a POD cost 

function that classified POD costs into tiers for customer-related and various demand-related 

charges at different increments of billing capacity.92 In conjunction with the introduction of the 

new POD charge rate design, the AESO proposed to replace the customer-owned substation 

credit with Rate PSC so that the reduction of the Rate DTS charges for eligible customers would 

match the form and level of the POD charge.93 

87. In Decision 2007-106, the board stated: 

The DTS rate, and the POD charge component of it, are postage stamp in nature. As such, 

the purpose of the PSC is not to refund to a specific customer exactly what it has paid for 

a particular asset but rather to provide a credit representing a portion of the DTS charge 

that represents payment to the AESO for the cost of transformation equipment that the 

system would usually pay for, but that customers have already paid for themselves.94 

 

 … 

 
In summary, the Board considers that these PSC rates appropriately credit to customers 

the amount of the POD charge that is related to facilities they have provided while at the 

same time ensuring they make a contribution to the cost of non-transformation assets 

provided for customers. The AESO is directed, in its refiling application, to make the 

                                                 
90

  Decision 2005-096: Alberta Electric System Operator, 2005/2006 General Tariff Application, Application 

1363012-1, August 28, 2005. 
91

  Decision 2005-096, page 38. 
92

  Decision 2007-106: Alberta Electric System Operator, 2007 General Tariff Application, Application 

1485517-1, December 21, 2007, page 55. 
93

  Proceeding 15832, AESO 2007 General Rate Application, Exhibit 0005, Section 4.10, pages 50-51. 
94

  Decision 2007-106, page 63. 
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necessary adjustments to the PSC rate to reflect the rates approved by the Board in this 

Decision.95 

 

88. As part of its 2010 GTA, the AESO updated the POD cost function study and determined 

that substation costs were on average equal to 79 per cent of the total cost of connection 

projects.96 As a result, the AESO proposed a PSC factor of 79 per cent for the first four tiers and 

100 per cent for the fifth tier of Rate PSC. The Commission approved this credit percentage in 

Decision 2010-606.97 Accordingly, Rate PSC eligible customers are deemed responsible for only 

21 per cent (1 minus 79 per cent) for the first four tiers and zero per cent (1 minus 100 per cent) 

for the final tier of the postage stamp costs otherwise recovered under the POD charge. 

Subsequent to the 2010 AESO GTA, the PSC factor approved by the Commission in Decision 

2010-606 has remained unchanged. 

89. The Commission acknowledges that some type of credit has been available since 2001 

for market participants who own their own connection substation facilities. However, the actual 

credit has changed over time as new POD cost function studies were performed and as better 

information became available. The primary service credit is not meant to represent the specific 

cost of any one substation that a market participant may own.  

90. The current deferral account methodology has been in effect since August 2008.98 This 

deferral account methodology was first used in the AESO’s 2004-2007 deferral account 

reconciliation application and was approved in Decision 2009-010.99 The Commission considers 

that the deferral account allocation methodology currently being used was thoroughly tested 

during the 2004-2007 proceeding that led to Decision 2009-010.100 

91. Subsequent to Decision 2009-010, the Commission approved the current deferral account 

allocation methodology in each deferral account reconciliation proceeding that followed, 

including: 

 Decision 2009-191, regarding the AESO’s 2008 deferral account reconciliation, 

paragraph 19101 

 Decision 2011-049, regarding the AESO’s 2009 deferral account reconciliation, 

paragraph 36102 

 Decision 2013-034, regarding the AESO’s 2010-2011 deferral account reconciliation, 

paragraph 14103 

 Decision 2014-034, regarding the AESO’s 2012 deferral account reconciliation, 

paragraph 20104 

                                                 
95

  Decision 2007-106, page 66. 
96

  Exhibit 21735-X0063, Appendix 3. 
97

  Decision 2010-606: Alberta Electric System Operator, 2010 ISO Tariff, Proceeding 530, 

Application 1605961-1, December 22, 2010, Section 7. 
98

  Transcript, Volume 1, page 151, lines 1-4. 
99

  Exhibit 21735-X0102, AESO rebuttal evidence, paragraph 4. 
100

  Decision 2009-010, paragraph 32. 
101

  Decision 2009-191: Alberta Electric System Operator, 2008 Deferral Account Reconciliation, Proceeding 186, 

Application 1604964-1, October 29, 2009. 
102

  Decision 2011-049: Alberta Electric System Operator, 2009 Deferral Account Reconciliation, Proceeding 589, 

Application 1606095-1, February, 10, 2011. 
103

  Decision 2013-034: Alberta Electric System Operator, 2010-2011 Deferral Account Reconciliation, 

Proceeding 1878, Application 1608444-1, February, 7, 2013. 
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 Decision 20866-D01-2016, regarding the AESO’s 2013-2014 deferral account 

reconciliation, paragraphs 20 to 28.105 

 

92. The Commission considers that its approval of the deferral account methodology in its 

previous decisions approved both the allocation and the methodology on a final basis.  

Retroactive/ retrospective ratemaking 

93. Retroactive ratemaking establishes a rate effective on some past date. Retrospective 

ratemaking sets rates for the future, but the future rates are designed not only to meet future costs 

but also to recover past losses. Retroactive ratemaking is prohibited because “it creates a lack of 

certainty for utility consumers. If a regulator could retroactively change rates, consumers would 

never be assured of the finality of rates they paid for utility services.”106 Retrospective 

ratemaking is prohibited because “it creates inequities or improper subsidizations as between 

past and present consumers (who may not be the same).”107 

94. There are certain exceptions to this prohibition recognized by courts, one of which is the 

use of deferral accounts. Deferral accounts are a mechanism in which future, but uncertain, 

revenues or costs and assets or liabilities are identified and segregated by the Commission for 

disposition at a future date. Typically they are used in a proceeding where a cost or revenue 

cannot be predicted with sufficient accuracy. Deferral accounts permit a recovery or rebate in a 

subsequent period of any deficiency or excess between forecast and actual costs. 

95. The Supreme Court of Canada, in Bell Canada v. Bell-Aliant at paragraph 63 of that 

decision stated: 

[63] In my view, the credits ordered out of the deferral accounts in the case before us are 

neither retroactive nor retrospective. They do not vary the original rate as approved, 

which included the deferral accounts, nor do they seek to remedy a deficiency in the rate 

order through later measures, since these credits or reductions were contemplated as a 

possible disposition of the deferral account balances from the beginning. These funds can 

properly be characterized as encumbered revenues, because the rates always remained 

subject to the deferral accounts mechanism established in the Price Caps Decision. The 

use of deferral accounts therefore precludes a finding of retroactivity or retrospectivity. 

Furthermore, using deferral accounts to account for the difference between forecast and 

actual costs and revenues has traditionally been held not to constitute retroactive rate-

setting (EPCOR Generation Inc. v. Energy and Utilities Board, 2003 ABCA 374, 346 

A.R. 281, at para. 12, and Reference Re Section 101 of the Public Utilities Act (1998), 

164 Nfld. & P.E.I.R. 60 (Nfld. C.A.), at paras. 97-98 and 175).  

[emphasis added] 

 

96. Although the PS Group stated that it is not requesting relief that involves either 

retroactive or retrospective ratemaking, the Commission disagrees. As stated in Bell Aliant, 

deferral accounts cannot be used to vary the original approved rate. There is no language in the 

current AESO tariff that states that Rate PSC is subject to deferral account adjustments. Deferral 

                                                                                                                                                             
104

  Decision 2014-034: Alberta Electric System Operator, 2012 Deferral Account Reconciliation, Proceeding 2809, 

Application 1609885-1, February 13, 2014. 
105

  Decision 20866-D01-2016: Alberta Electric System Operator, 2013-2014 Deferral Account Reconciliation, 

Proceeding 20866, January 14, 2016. 
106

  Calgary (City) v. Alberta (Energy and Utilities Board), 2010 ABCA 132 at paragraph 47. 
107

  Calgary (City) v. Alberta (Energy and Utilities Board), 2010 ABCA 132 at paragraph 48. 



2015 Deferral Account Reconciliation Alberta Electric System Operator 

 
 

 

24   •   Decision 21735-D02-2017 (March 14, 2017)  

account adjustments are only available under Rate DTS and Rate FTS as stated in the AESO 

tariff. As argued by AESO counsel: 

The PS Group says that they are not asking for tariff amendments, and that's fine that 

they're not asking for them, but the evidence before you is the AESO's evidence that, in 

order to implement that methodology, it would require tariff amendments. Amendments 

would have to be made to put that into place. And so this kind of ties into what I would 

suggest to you has been consistently going on in the arguments being made to you by the 

PS Group, which is they don't actually want you to take terms to have the meaning given 

to them in the tariff. So they say rate DTS isn't rate DTS; it's rate DTS and rate PSC. It's 

embedded in there. You know, they're consistently saying you have to be, you know, 

respectful of the tariff design. Well, the tariff is actually designed with two separate rates. 

So when the AESO says "rate DTS," it means rate DTS. When it says "connection 

charge," it means connection charge. It doesn't mean connection charge minus something 

else, found somewhere else in the tariff if you look under a different schedule. So we 

gave in argument our submission that the only places where you find connection charge 

are in DTS, FTS, and Rider C. That's what's being referred to. It always ties back to the 

tariff, and the tariff does have a meaning and it should be respected, in our submission.108 

 

97. The Commission finds that the PS Group’s request to change the allocation methodology 

to use Rate DTS connection charges net of Rate PSC credits would require a change to Rider C 

in the ISO tariff and, as stated above, there is nothing in the approved tariff that states that 

Rate PSC is subject to deferral account treatment.  

98. The PS Group argued that AESO customers are aware that AESO revenues and costs 

always remain open to deferral account adjustments. There is no dispute that Rate DTS and 

Rate FTS have been subject to deferral account treatment to allow the AESO to reconcile 

deferral account balances to meet the requirement, under Section 14(3) of the Electric Utilities 

Act, that the AESO be managed so that, on an annual basis, no profit or loss results from its 

operation. However, although AESO customers are aware that Rate DTS and Rate FTS are 

subject to deferral account adjustments, the Commission finds that customers could not 

reasonably have known that the AESO’s deferral account would be used to change anything 

other than a revenue or cost item. When asked at the oral hearing if the AESO had ever used its 

deferral account to make adjustments to anything other than a revenue or cost item, the AESO 

responded: 

Q.   Thank you.  Has the AESO ever re-reconciled any type of adjustment in its deferral 

account reconciliation that wasn't a cost or a revenue?  

 
A.   MR. MARTIN:       Not that I can recall. I don't think so. 

Adjustment period 

99. Even if the Commission had found that it would be possible to adjust prior deferral 

account reconciliations in the manner requested by the PS Group based on the fact the 

adjustments were in the context of a deferral account, the Commission nonetheless finds that 

making an adjustment as far back as 2008 would be unreasonable.  

                                                 
108

  Transcript, Volume 2, page 320, line 24 to page 322, line 1. 
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100. While the existence of a deferral account can be raised as an exception to the rule against 

retroactive or retrospective rate making, it is not an unfettered exception. In Calgary (City ) v. 

Alberta (Energy and Utilities Board),109 the Alberta Court of Appeal overturned the EUB’s 

decision to make a specific adjustment to ATCO Gas’s deferral gas account to adjust for billing 

errors belatedly discovered by ATCO Gas. The EUB, in its decision, allowed the utility to 

recover 85 per cent of the imbalances. The court, while finding that this decision was not 

prohibited retroactive ratemaking, concluded that the long delays gave rise to inter-generational 

equity issues that were at the heart of the prohibition against retrospective rate-making and 

therefore should be borne by shareholders. 

101. The PS Group submitted that it was not until April or May of 2016 that it realized that the 

deferral account allocation methodology did not take into account Rate PSC.110 The following 

exchange occurred when the PS Group was asked about how it discovered the error: 

Q.   Thank you. You mentioned that Mr. Belland and Mr. Crawford were working when 

they discovered the error.  Can you just explain to me like what information they were 

using and where they obtained it? 

 
A.   MR. MAHER:        I think Mr. Belland can take that question. 

 
A.   MR. BELLAND:      So the process initiated with one of the PS Group members with 

the question because they felt they were being allocated the deferral account balance 

without taking into account the primary service credit. So I collected from them some of 

their information with respect to their invoices, the amounts that they paid, and compared 

that to what was reported in the 2013-2014 deferral account, so the deferral account 

application prior to this one. I took the same information, their customer information, and 

tallied it up and compared it to the information that the AESO reported. And that's when 

it became evident that using the customer information, including rate DTS payments or 

the rate DTS line item, and the primary service credit line item and taking the total of 

those two did not match what was being reported in the deferral account application.111   

 

102. The Commission considers that there was no new or different information available to the 

PS Group in April or May, 2016 that would not have been available to PS Group members 

during the course of the proceeding that led to Decision 2009-010, where the deferral account 

allocation methodology was first used, or during the five deferral account reconciliation 

proceedings112 that followed. Rather, the Commission accepts the evidence of the AESO that it 

had discussed the details of the allocation methodology with many individual market participants 

over the course of recent deferral account reconciliation applications, including some who 

receive the primary service credit, and that the methodology is understandable by a market 

participant who either takes the time to review the appendices of the AESO’s application or 

contacts the AESO with questions. The Commission also considers that the PS Group’s 

members113 are not unsophisticated and are significant users of the transmission system. The 
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  Calgary (City ) v. Alberta (Energy and Utilities Board) 2010 ABCA 132. 
110

  Transcript, Volume 1, page 144, lines 1-14. 
111

  Transcript, Volume 1, page 145, line 10 to page 146, line 7. 
112

  Decision 2009-191, AESO 2008 DAR; Decision 2011-049, AESO 2009 DAR; Decision 2013-034, AESO 

2010-2011 DAR; Decision 2014-034, AESO 2012 DAR and Decision 20866-D01-2016, AESO 2013-2014 

DAR. 
113

  From Exhibit 21735-X0052: Canadian Natural Resources Limited, Cenovus Energy Inc., the City of Medicine 

Hat, Imperial Oil Resources, Shell Canada Energy, Suncor Energy Inc., and their respective affiliated 

companies. 
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Commission finds that relevant information was available within the deferral account 

reconciliation applications such that the concerns of the PS Group could have been identified 

well before 2016.  

103. A final decision on the deferral account methodology was made in Decision 2009-010. A 

final decision approving the specific allocation methodology, cost and cost variances, and 

deferral account amounts has already been issued for the years 2010 through 2014, as set out in 

the list of decisions identified above in paragraph 91. The Commission finds that the AESO’s 

customers should be able to rely on the finality of the Commission’s decisions with respect to 

these aspects of prior deferral account reconciliations.  

Next general tariff application 

104. The AESO acknowledged that there is merit to further investigating a change to the 

deferral account reconciliation methodology as proposed by the PS Group. The AESO explained 

that it had included this matter as a topic of consultation for its next comprehensive tariff 

application. The AESO submitted that the ISO tariff application is the proper forum to consider a 

change to the methodology, for the following reasons:114 

(i) there will be a broad representation of market participants 

(ii) the issue of the incorporation of other charges and credits into the methodology can be 

thoroughly considered to avoid the arbitrary aspects of the PS Group’s proposal.  

105. The AESO argued that any new reconciliation methodology addressed with the tariff 

application could then be implemented prospectively. The AESO also argued that, in the event 

that the Commission determines that the PS Group’s proposed change to the deferral account 

reconciliation methodology should be implemented at this time, the AESO submitted that the 

Commission’s direction should go back no further than January 1, 2015, as all years prior to 

2015 have already been the subject of Commission decisions in which the reconciliation 

methodology was approved on a final basis.115 

106. In Decision 2009-191, the Commission provided guidance on the proper forum in which 

changes to the AESO tariff should be considered:  

56. It remains the view of the Commission that because deferral account processes 

and the riders such as AESO’s current Rider B and Rider C have a bearing on the 

ultimate allocation of tariff costs to individual AESO customers, go forward changes in 

these processes should generally be addressed in the context of an AESO GTA.116 

 

107. The Commission continues to find that matters regarding the allocation methodology to 

be employed for deferral account balances are best dealt with in a comprehensive tariff 

application to allow the Commission and parties the opportunity to coordinate the design of 

deferral account applications, tariff updates and the design of Rider C.  

108. In its letter issued on September 19, 2016, the Commission determined that the issues 

raised by the PS Group had the potential to materially affect the current proceeding as well as 
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  Exhibit 21735-X0102, AESO rebuttal evidence, paragraph 30, page 11. 
115

  Exhibit 21735-X0102, AESO rebuttal evidence, paragraph 31, page 11. 
116

  Decision 2009-191, paragraph 56. 
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past and future deferral account reconciliation proceedings. However, for the reasons set out in 

this decision, the Commission has approved the AESO’s application and has not granted the 

relief requested by the PS Group. Nonetheless, the Commission expects the AESO to follow 

through on its commitment to further consult with stakeholders on this issue and directs the 

AESO to address whether changes to the deferral account allocation methodology and to Rider C 

are warranted given the concerns raised by the PS Group, as part of its next ISO tariff 

application. 

Methodology, allocation and settlement of deferral account balances 

109. As the AESO provided information on the allocation of deferral account balances to 

individual AESO customers on a basis consistent with prior deferral account reconciliation 

applications and has, as in past applications, indicated its willingness to make available to 

individual customers additional details on how allocations were determined, the customer 

allocations for the 2010 to 2015 period as set out in appendices E through H of the application, 

are approved as filed.  

110. The AESO’s proposal to settle outstanding deferral account balances through a one-time 

payment and collection option with a three-month option for market participants if the one-time 

payment option presents a financial burden, is reasonable and consistent with past deferral 

account reconciliation applications. The Commission approves the AESO’s settlement proposal 

as filed.  

6 Order 

111. It is hereby ordered that: 

(1) The Alberta Electric System Operator’s 2015 deferral account reconciliation 

application is approved as filed. 

 

 

Dated on March 14, 2017. 

 

Alberta Utilities Commission 

 

 

(original signed by) 

 

 

Mark Kolesar 

Vice-Chair 

 

 

(original signed by) 

 

 

Bill Lyttle 

Commission Member 
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Appendix 1 – Proceeding participants 

 

Name of organization (abbreviation) 
Name of counsel or representative 

 
Alberta Electric System Operator (AESO) 

 
AltaLink Management Ltd. 
 
ATCO Electric Ltd. 
 
Office of the Utilities Consumer Advocate (UCA) 

 
TransCanada Energy Ltd. 

 
Alberta Direct Connect Consumers Association (ADC) 

 
EPCOR Distribution & Transmission Inc. (EDTI) 

 
Primary Services Group (PS Group) 
 Regulatory Law Chambers 

 
Suncor Energy Inc. 

 

 
 
Alberta Utilities Commission 
 
Commission panel 
 M. Kolesar, Vice-Chair 
 B. Lyttle, Commission Member 
  
Commission staff 

C. Wall (Commission counsel) 
S. Karim 
C. Strasser 
W. MacKenzie 
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Appendix 2 – Oral hearing – registered appearances 

Name of organization (abbreviation) 
Name of counsel or representative  

Witnesses 

 
Alberta Electric System Operator (AESO) 
 A. Sears 
 T. Sloan 

 
J. Martin 
L. Papworth 

 
Primary Services Group (PS Group) 

R. Twyman 

 
J. Maher 
R. Belland 

 
 
Alberta Utilities Commission 
 
Commission panel 
 M. Kolesar, Vice-Chair 
 B. Lyttle, Commission Member 
 
Commission staff 

C. Wall (Commission counsel) 
S. Karim 
C. Strasser 
W. MacKenzie 
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Appendix 3 – Summary of Commission directions 

This section is provided for the convenience of readers. In the event of any difference between 

the directions in this section and those in the main body of the decision, the wording in the main 

body of the decision shall prevail. 

 

 

1. In its letter issued on September 19, 2016, the Commission determined that the issues 

raised by the PS Group had the potential to materially affect the current proceeding as 

well as past and future deferral account reconciliation proceedings. However, for the 

reasons set out in this decision, the Commission has approved the AESO’s application 

and has not granted the relief requested by the PS Group. Nonetheless, the Commission 

expects the AESO to follow through on its commitment to further consult with 

stakeholders on this issue and directs the AESO to address whether changes to the 

deferral account allocation methodology and to Rider C are warranted given the concerns 

raised by the PS Group, as part of its next ISO tariff application. . ............... Paragraph 108 
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