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Introduction 

Appendix G describes the AESO’s classification of the costs associated with ATCO 

Electric Ltd.’s (ATCO’s) request for system access service for the continued supply of 

electric energy to Jasper, and which relates to the Sheridan 2085S Substation Needs 

Identification Document (Application). 

Overview of the Proposed Transmission Development 

As described elsewhere in the Application, the AESO, in consultation with the legal 

owner of the electric distribution system (DFO) and the legal owners of transmission 

facilities (TFOs) in the applicable service areas, examined three options for the 

continued supply of electric energy to Jasper (Supply Options), which can be briefly 

summarized as follows: 

 Supply Option 1 – Connect Jasper to the AIES with a new transmission line 

and a new POD substation 

 Supply Option 2 – Continue to serve Jasper as an isolated community 

 Supply Option 3 – Connect Jasper to the AIES with a new transmission line 

and a new POD substation, and retain back-up generation 

The AESO, in collaboration with the DFO and TFOs, has determined that 

Supply Option 1 is the preferred option to respond to ATCO’s request for system access 

service because it is the least-cost, technically viable option. Supply Option 1 

represents the Proposed Transmission Development (as described in Section 2.2 of the 

Application). 

AESO’s exercise of discretion 

The Proposed Transmission Development would connect Jasper to the Alberta 

interconnected electric system (AIES). In accordance with the ISO tariff,1 the AESO has 

determined that all costs associated with the Proposed Transmission Development will 

be classified as participant-related. However, as explained in this document, the AESO 

                                            
1
 Section 8 of the ISO tariff, Construction Contributions for Connection Projects, at subsection 3(2). 



has exercised its discretion under the ISO tariff2 to increase the maximum local 

investment available to the Proposed Transmission Development.  

AESO approach – Calculation of maximum local investment 

The amount that the AESO calculated as maximum local investment equals the present 

value of the costs forecast to be recovered through the ISO tariff for serving Jasper as 

an isolated community, in accordance with the Isolated Generating Units and Customer 

Choice Regulation (IGUCCR). The amount that the AESO calculated as maximum local 

investment was based on ATCO’s estimate of (i) the future costs of providing electric 

energy to Jasper as an isolated community, less (ii) the future pool price payments for 

electric energy purchased on behalf of customers in Jasper as an isolated community.  

AESO approach – Amounts excluded from maximum local investment 

Any costs related to the ongoing operation of back-up generation in Supply Option 3 

were excluded for the purpose of determining the maximum local investment available 

for connecting Jasper to the AIES. The generating units associated with 

Supply Option 3, namely the existing generating units that ATCO would use as back-up 

generation under contingency conditions after Jasper is connected to the AIES, can 

only be used as back-up in connection with an “electric distribution system”. The reason 

is that “generating units” are expressly excluded from the definition of “transmission 

facility” under the Electric Utilities Act.3  

Cost classification and construction contribution determination 

On the basis of the foregoing approach, and based on the information available from 

ATCO, the AESO classified the costs associated with ATCO’s request for system 

access service as demonstrated in Table 1. 

                                            
2
 Ibid. at subsection 10. 

3
  Electric Utilities Act at section 1(1)(bbb). 



Table 1 – Cost classification 

 Costs of continuing as an 
isolated community 
(Supply Option 2) 

Costs of connecting to the AIES  
(Supply  Option 1/ Supply Option 3) 

Capital cost of transmission facilities   $104.4 million 

Present value of operations and maintenance costs of 
transmission facilities 

 $3.4 million 

Present value of cost of transmission line losses  $0.9 million 

Total present value of costs of connecting to the AIES  $108.7 million 

Present value of future costs of continuing to provide electric 
energy to Jasper from isolated generating units  
(payable under the IGUCCR by the AESO and to be recovered 
through the ISO tariff) 

$244.7 million  

Present value of future pool price payments for electric energy 
purchased on behalf of customers in Jasper as an isolated 
community (payable under the IGUCCR to the AESO and to be 

included in the ISO tariff) 

($85.2) million  

Net present value of future costs and future pool price 
payments recovered through ISO tariff  
(i.e., the costs calculated as maximum local investment by 
virtue of the IGUCCR) 

$159.5 million  

Investment applied to connection project (lesser of maximum 
local investment or total of costs of connecting to the AIES 

 ($108.7.0) million 

Construction contribution required (amount in excess of 
maximum local investment) 

 $0.0 million 

 

The calculation performed by the AESO for the future pool price payments for electric 

energy purchased on behalf of customers in Jasper as an isolated community is based 

on multiplying forecast usage in Jasper (MWh) by the average forecast pool price 

($/MWh). 

The AESO used an average load factor of 69% for Jasper in 2016 and 57% thereafter. 

The AESO used an average demand of 9.0 MW in 2016 and 12.8 MW in 2017, 

increased by 0.2% each year after 2017. As shown in Table 1, the net present value of 

credits over 40 years is equal to $159.5 million. 


