
 

   
   

 
 

 

March 15, 2016 

To Stakeholders:  

 
Re:  AESO Board Decision to Amend AESO’s 2016 General and Administrative Budget  

During the Budget Review Process that occurred in 2015, the AESO did not include any amounts in the 
2016 general and administrative budget for potential climate change initiatives.  

In November of 2015, the Government of Alberta released information on its Climate Leadership Plan. 
Subsequent to the release of this information, AESO Management reviewed the 2016 general and 
administrative budget and determined that additional funds would be required for the AESO to deliver a 
supporting Climate Change Program, which responds directly to the objectives identified in the Climate 
Leadership Plan. 

The following AESO Board Decision summarizes AESO Management’s request to amend the AESO’s 
2016 general and administrative budget to deliver its supporting Climate Change Program and the AESO 
Board’s approval of the amendments. 

Should stakeholders have any questions or comments regarding the AESO Board Decision or the 
supporting information, please contact Greg Spence at 403-539-2532 or myself at 403-539-2505. 

Yours truly, 

[original signed by] 

Todd Fior 
Vice-President, Finance 

 

cc:  Greg Spence, Director Business Planning 
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1. Introduction 

The following information documents the Alberta Electric System Operator (AESO) Board Decision 

(Decision) on AESO Management’s request to amend its 2016 General and Administrative (G&A) budget 

to fund activities supporting the Government of Alberta’s Climate Leadership Plan (CL Plan). The 

information contained in this Decision outlines AESO Management’s assessment of the related impact on 

the AESO’s 2016 business initiatives and operations. This Decision should be read in conjunction with the 

AESO’s 2016 Business Plan and Budget Proposal which is available on the AESO’s website at 

http://www.aeso.ca/ourcompany/32405.html. 

The impact of the climate change activities on the AESO’s 2016 G&A budget is $5.4 million or six per 

cent of the original approved G&A budget. The Budget Review Process (BRP) provides that any 

amendments to the AESO’s approved G&A Budget which are less than 10 per cent of the original 

approved budget, do not require stakeholder consultation, but must be communicated to stakeholders. 

Accordingly, the amended 2016 G&A Budget increase is being communicated to stakeholders through 

this Decision. 

2. Background 

On November 22, 2015 the Government of Alberta introduced its CL Plan which is designed to position 

Alberta as a leader in the effort to address the impacts of global climate change. The CL Plan was not 

released by the Government of Alberta until the AESO’s 2016 budget development and consultation 

processes were completed. Due to the uncertainty of aspects of CL Plan and the resulting impact on the 

AESO’s operations at the time, AESO Management decided not to include any budgeted costs for climate 

change business initiatives in the proposed 2016 G&A Budget submitted to the AESO Board for approval 

in December 2015. This was communicated to stakeholders during the BRP consultation period. It was 

also communicated to stakeholders that AESO Management may need to amend its budget once the 

AESO had an opportunity to assess the CL Plan and the related impact on its 2016 business initiatives 

and operations.  
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Since the introduction of the CL Plan, AESO Management has spent a significant amount of effort to gain 

an understanding of the requirements and the impacts on the AESO’s operations. As a result of this 

effort, the AESO has identified three essential work streams that will be required in 2016.  

• Coal Retirement Program  

• Market Impact Program  

• Renewable Electricity Program  

Collectively the three work streams form the AESO’s “Climate Change Program”. 

To deliver on the Climate Change Program while maintaining ongoing operations, the AESO initiated a 

review of its resources, both staff and consulting. As a result of this review, the need for additional staff 

and consulting resources was identified to supplement existing staff and provide specialized skills and 

expertise that are outside of those required to maintain ongoing operations. These resources are 

incremental to the AESO’s approved 2016 G&A Budget.  

To address the incremental costs to retain these additional resources, AESO Management proposed to 

amend the approved 2016 G&A Budget of $94.0 million to an amount of $99.4 million, a six per cent 

increase. Table 1 contains a summary of the proposed amendments.  

Table 1 – General and Administrative Costs Amendment for Climate Change Program  

 
($ million) 

2016 
Amended 

2016 
Budget 

 
Variance  

Staff 66.1 64.8 1.3 
Contract Services and Consultants 9.8 5.9 3.9 
Administration 4.9 4.7 0.2 
Facilities 7.8 7.8 - 
Computer Services and Maintenance 9.4 9.4 - 
Telecommunications 1.4 1.4 - 
General and Administrative Costs 99.4 94.0 5.4 
Differences are due to rounding 

 

In order to recover the additional AESO costs related to the Renewable Electricity Program component 

from market participants, AESO Management reviewed the three existing mechanisms (transmission 

tariff, energy market trading change and load settlement charge) and determined that the creation of a 

new mechanism would be the best option (renewables charge). The renewables charge will be applied to 

renewables energy suppliers who receive incentive payments. 
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The AESO plans to recover the Climate Change Program costs from market participants as follows: 

Program Description AESO Cost Recovery 
Mechanism 

Coal Retirement Program Cost incurred to ensure the reliability 
of the power system as coal facilities 
are transitioned off the system 

AESO Transmission Tariff 

   
Market Impact Program Cost related to the review of the 

impact to the existing market 
structure 

AESO Trading Charge 

   
Renewable Electricity Program  Costs related to the renewable 

procurement process and activities 
AESO Renewable Charge 

 
The addition of a new renewables charge will allow for the alignment of the cost recovery mechanism with 

the actual activities and resulting costs being incurred. The renewables costs will be accumulated with the 

actual cost recovery starting in 2018 or 2019 through some form of a charge as an offset to the payments 

made to renewable energy suppliers and over a recovery time period to be determined once the details of 

the CL Plan are finalized.  

The cost recovery impact of the budget amendments are as follows: 

 

$ million Transmission 
Tariff 

Energy Market 
Trading Charge 

Load 
Settlement 

Charge 

Renewables 
Charge Total 

Original 2016  
G&A Budget 67.4 25.3 1.3 - 94.0 

Amendment 1.5 0.3 (0.1) 3.7 5.4 
Amended  2016 
G&A Budget 68.9 25.6 1.2 3.7 99.4 

Total Operating 
Costs  
(cost recovery) 

2,079.3 41.8 1.4 3.7 2,126.2 

      

% Change of Total 
Operating Costs Less than 1% Less than 1% (7%) - Less than 1% 

 

AESO Management notes that the changes to the existing cost recovery mechanisms (transmission tariff, 

energy market trading charge and load settlement charge) are not considered significant enough to 

warrant changing the related cost recovery amounts for 2016. 

The proposed amended 2016 G&A Budget of $99.4 million is based on the AESO’s current 

understanding of the CL Plan. Should matters change which would require a further amendment to the 
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G&A budget, AESO Management will follow the established BRP processes with stakeholders and seek 

AESO Board approval for any such amendments. 

3. Basis for Decision 

The AESO Board has considered AESO Management’s budget amendment request as a result of the 

AESO’s Climate Change Program to facilitate the advancement and implementation of the Government of 

Alberta’s CL Plan. The AESO Board has reviewed the cost details provided by AESO Management. 

The AESO Board also acknowledges AESO Management’s efforts to review its existing resources to 

accommodate the incremental activities and minimize overall budget impacts to market participants.  

4. AESO Board Decision 

The AESO Board approves as reasonable the proposed 2016 G&A budget amendment of $5.4 million for 

the AESO’s Climate Change Program. The amended G&A budget total is $99.4 million as a result of this 

approval.  

The AESO Board acknowledges that from time to time due to uncertainty that can impact the AESO’s 

planned initiatives, or unplanned initiatives as they arise, the AESO’s budget as approved by the AESO 

Board, may need to be revised for additional resource requirements to accommodate the uncertainty. If in 

the future an additional budget revision is required for 2016, the AESO is committed to follow its 

established BRP process. The AESO will notify stakeholders of any proposed consultation should the 

need arise.  

 

Dated February 18, 2016 at Calgary, Alberta. 

For the AESO Board,  

 

Robert McClinton 

AESO Board Chair 

 

 


