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On February 27, 2017, the AESO held a workshop to collect feedback from stakeholders on current challenges with, and potential revisions to, Section 9.1 of the ISO rules, Transmission Facility 
Projects (“Section 9.1”), particularly related to project reporting and project procurement. Representatives from AltaLink Management Ltd., ATCO Electric Ltd., ENMAX Corporation, EPCOR 
Distribution & Transmission Inc., TransAlta Corporation, Valard Construction, the Industrial Power Consumers Association of Alberta (IPCAA) and the Consumer Coalition of Alberta (CCA) 
(collectively, “stakeholders”) participated in the workshop.  
 
The following is intended to be a high-level summary of the feedback received from these stakeholders in response to questions posed by the AESO during the workshop. Any changes to 
Section 9.1 will be made in accordance with the ISO rules consultation process with sufficient opportunities for stakeholder participation.  
 

Date of Working Group: February 27, 2017 

 

Topic Questions Posed by the AESO Summary of Feedback  

Project Reporting by Designated TFO 1. What suggestions might you have for revision to the 
ISO Project Reporting Rule? 

1. Currently, the requirement to submit monthly Project Progress Reports to the 
AESO applies to projects that are estimated to cost more than $1 million. It was 
suggested that this threshold should increase. Some stakeholders also questioned 
the relevance of monthly reports for customer projects, unless the project has a 
system component.  However, other stakeholders have argued that there may be 
Market Participants who may want the AESO involved in the project progress 
review process. 

 

2. When would you suggest monthly reporting should 
start or end? 

2. Some stakeholders suggested extending the Project Progress Report submission 
deadline to the 20

th
 business day of each month.  However, there is also a concern 

that pushing the submission date by five business days would delay delivery of the 
report to the Transmission Facilities Cost Monitoring Committee by an additional 
month.  

 
It was noted that certain trailing costs, such as AC mitigation and land reclamation 
costs, are incurred long after energization. It was suggested that these costs be 
tracked and reported through another mechanism or tool other than the Final Cost 
Estimate.  Alternatively, it was suggested that monthly projects reports should stop 
after the project is energized. If the cost of the project is expected to increase after 
energization, the Designated TFO would be required to submit a Project Change 
Proposal. 
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3. Should there be a threshold variance or should 
variances be reported when the authorized budget is 
exceeded? 

3. The comments received indicate that some stakeholders are satisfied with the 
thresholds for submitting a project variance in the current rule, while others are not. 
It was suggested that removing all of the threshold variances in the rule would 
increase transparency and create assurances that issues affecting final costs are 
being flagged.  Currently, some facility owners advise the AESO when the 
authorized budget is expected to be exceeded. 

 
 

4. Do you have any concerns with respect to current 
timelines identified regarding variances to change 
management reporting? 

4. Some stakeholders would like to see the deadline for submitting a Project Change 
Proposal extended to 20 days after the date that notice is given to the AESO, 
especially for larger complex variances. It was also mentioned that it is not 
practical to stop work until a Change Proposal is approved by the ISO during 
active construction of a project. 

Project Material Procurement 5. How does your organization define engineering 
services? 

 

5. Generally, engineering services encompass design, engineering, geotechnical and 
professional services.  Project management is typically not included in engineering 
services. 

 

6. How does your organization procure engineering 
services with regard to procurement of Transmission 
Facilities? 

 

6. Generally, competent engineering firms are prequalified and the firm that submits 
the best value proposal is selected for the work. Alternatively, engineering services 
can be single sourced.  Master agreements are entered into with the selected 
engineering firm. 

 

7. What percentage of engineering services is completed 
in-house and outsourced? 

 

7. Stakeholders indicated that the percentage of engineering services outsourced 
versus completed in-house depends on market conditions, type of work and the 
volume of work available.  

 
It was discussed as to whether the procurement rule could also apply to other 
professional services that are commonly outsourced for projects, specifically legal 
services. 

 

8. If your procurement practices for project material and 
engineering services differ, how so? 

 

8. Stakeholders indicated that engineering services are procured in accordance with 
their own general policies and procedures and project materials are procured in 
accordance with the requirements of ISO Rule 9.1. 
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9. What percentage of your project costs are allocated to 
engineering services? 

 

9. Stakeholders indicated that the percentage of project costs allocated to 
engineering services varies. The size and scope of the project has a large impact 
on the cost of engineering services, which are usually billed on an hourly basis 
rather than lump sum/fixed price. Generally, the percentage of costs allocated to 
engineering services is higher for smaller projects.  

 
Stakeholders also mentioned that early stage (pre – P&L) engineering services can 
have a disproportionate impact on project costs if there is a need to re-design the 
project at the construction stage. 

 

Acquisition, Standing Bids, Compliant Bids 10. What would your organization consider reasonable 
for a threshold amount to which the ISO Rules would 
apply? 

 

10. The comments received suggested increasing the threshold amounts to $250,000 
for simple projects and $500,000 for more complex projects. In addition, certain 
stakeholders require assurance that cost thresholds are being monitored by the 
ISO. 

 

11. What is your organization’s practice around standing 
bids, bulk contracts and master service agreements? 

 

11. Stakeholders indicated that bulk contracts, master service agreements and 
standing bids are tested on an annual basis and renegotiated.  

 
Some stakeholders have also suggested that the language with respect to “tender” 
be revised to Request for Proposal (RFP). The term “tender” suggests a more 
formal procurement process, for solicitation and bid submissions. According to 
some stakeholders, this sometimes limits the number of bids that they receive. 
Stakeholders indicated that any changes made to the language would require a 
comprehensive legal review. 

12. Other than price, do you consider other criteria when 
evaluating bids?  Do you use bid normalization? 

12. It was suggested that the criteria used to evaluate bids should be available to 
bidders in sufficient detail to reduce ambiguity and increase transparency.  
However, some stakeholders emphasized that the weight that is assigned to each 
criterion during a bid process is a business decision that is confidential in nature.  

 
Stakeholders also discussed whether the requirement to solicit a minimum of three 
bids should be amended. Several stakeholders indicated that, in some cases, it 
can be difficult to meet this requirement because market forces drive the number of 
bids.  
 
It was also suggested that the requirement to “solicit a minimum of three bids” be 
changed to “obtain a minimum of three bids.” Similarly, several stakeholders 
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indicated that this requirement would be difficult to meet as responses to 
solicitations are not within their control. 
 
Other stakeholders were satisfied with the existing requirement in the rule. If the 
rule was revised to “receiving” three bids, was suggested that the AESO could 
grant an exception if the three bids were not received. 

Exceptions, Project Procurement Project 13. What are some of the pros and cons associated with 
the current exception rule? 

13. Several stakeholders indicated that they are satisfied with the current exception 
rules, which, among other things, provides enough flexibility and is aligned with 
current business practices.  It was noted that adding to or varying the current 
exceptions would increase reporting requirements and require changes to their 
existing business practices. 

14. What are your suggestions with respect to obtaining 
an ISO exception?  i.e. Is the exception an 
unnecessary stop/delay in awarding the contract? 

14. Stakeholders are generally satisfied with the current rule. It was noted that the 
existing exception rule provides transparency and does not result in unnecessary 
stops or delays in awarding contracts. Stakeholders also discussed the frequency 
associated with reporting to the ISO with respect to exceptions; such that if the rule 
changed from a minimum of 3 received solicited bids to a minimum of 3 received 
bids, the number of requests for exceptions may increase. 

 

15. What level of detail would you suggest organizations 
provide with respect to a procurement update in the 
Monthly Progress Report? 

15. It was suggested that the focus of procurement in the Monthly Project Reports 
should be reporting only of exceptions. Certain stakeholders questioned the 
reasons for and value of providing a detailed procurement update because 
increased reporting requirements may result in higher costs. The AESO heard that 
the current rule appropriately balances materiality and risk. However, if a 
procurement update is required, it should not apply to customer projects. 

 

Value for Money 16. What are some of the challenges and opportunities 
you foresee with applying a Value for Money 
approach? 

16. It was noted that stakeholders were generally amenable to a Value for Money 
approach rather than the current rule of receiving the “lowest cost” bid. Comments 
received indicate that the biggest challenge with a Value for Money approach is 
disclosure of the criteria used to assess bids and weight factors. Certain 
stakeholders were of the view that disclosure reduces ambiguity; while others were 
concerned that disclosure could result in bid manipulation. It was suggested that 
“lowest compliant bid” could be “lowest price before normalization”, or “lowest price 
after normalization” could be used to provide latitude. 
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17. What additional criteria do you think is important with 
applying this approach? 

17. No other criteria related to Value for Money was suggested. However, 
stakeholders considered that auditing and compliance criteria and terminologies 
used in the Value for Money concept should be clarified to facilitate their 
compliance with the requirements.  The AESO would also need to clarify if value 
for money means total price or total life cycle costs. 

 


