
Energy Transition Plan

Our vision of a sustainable and 
prosperous electricity future



Summary

Alberta’s electrical utilities are currently highly carbonized and highly centralized. Due to the high degree of cen-
tralization, taxpayers and consumers bear the brunt of costs related to an ine�  cient and expensive transmission 
and distribution framework. Whereas energy charges only account for roughly one third of the average residen-
tial electricity bill, transmission and distribution account for about half. 

In addition to being expensive, the high degree of centralization favors large-scale generation from fossil fuel 
sources instead of widely distributed generation from smaller-scale renewable sources. As a consequence, the 
electricity sector’s carbon footprint is as large as that of all oil sands operations combined. � e policy resolutions 
in this document are designed to encourage the decentralization of Alberta’s power grid and the creation of a de-
carbonized electricity market that produces fewer greenhouse gas (GHG) emissions and o� ers competitive prices 
to business and residential consumers.

Policy Resolutions
An Alberta Party government would:
- Employ a carbon levy to incentivize the expansion of energy generation from renewable sources. 
- Ensure that all future transmission projects are approved based on demonstration of need, expert consultation, 
and a robust regulatory review.
- Conduct an expert review of nodal pricing (where electricity prices are determined regionally, instead of 
province-wide) and determine how it could be administered to help improve the competitiveness of distributed 
renewable energy generation, as well as lower the overall delivered cost of electricity.
- Investigate the potential implementation of an infrastructure-as-service model to improve e�  ciency in electric-
ity distribution by enabling a competitive bidding process for proposed distribution infrastructure projects. 
- Mandate that electricity retailers give consumers the option of installing a smart meter to enable time-of-day 
pricing. 
- Facilitate the regulatory, installation and grid access process for homeowners and businesses who wish to be-
come micro-generators.
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Introduction
Electric utilities are essential to Alberta’s economic growth and to the well-being of its citizens. In light of this, it 
is essential for electric energy to be delivered in a reliable manner that o� ers competitive energy prices to busi-
nesses and families across the province.

In 1996, the government of Premier Ralph Klein began the process of deregulating Alberta’s electric utilities and 
bringing about a market based system. � is was done with the intention of fostering a competitive pricing en-
vironment, as well as reducing taxpayer exposure to investment risk. However, major cities in Alberta currently 
� nd themselves in the middle to upper end of the pack when it comes to electricity prices across Canada.1 Addi-
tionally, the Alberta Electric System Operator (AESO) projects that, for residential consumers, transmission and 
distribution costs alone could nearly double by 2025. For the average household, this would amount to approxi-
mately $350 per year in additional costs for the delivery of electricity.2

As well as ballooning costs to consumers, the current electrical framework in Alberta is highly intensive in terms 
of carbon-equivalent greenhouse gas (GHG) emissions. Electric power generation accounted for approximately 
one third of Alberta’s industrial GHG emissions in 2011. � is is roughly the same as the carbon footprint of all 
oil sands operations combined.

� e Alberta Party envisions a province where citizens and businesses have access to competitively prices elec-
trical utilities that are generated in a responsible and sustainable manner. We believe public policy should be 
designed to curb investment toward greener and more competitive business practices, while maintaining the 
advantages of a free market. With this vision in mind, this report outlines some of the Alberta Party’s energy 
committee’s proposed policy measures and how they might a� ect each component of the electricity market.

Components of the Electricity Market
- Generation involves the production of electricity by converting energy from another form. (e.g. Coal-� red 
plants, wind farm, etc.)
- Transmission involves the “wholesale” transport of electricity from the point of generation to the point of dis-
tribution. (e.g. high voltage lines)
- Distribution is the means of electricity delivery to the end user (from transmission to the consumer).
- Retailers purchase electricity in bulk amounts and sell it to the consumer (sale and metering).
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Generation

� e Problem: 
� e generation of electricity in Alberta is very carbon intensive as it accounts for roughly one third of all indus-
trial GHG emissions in the province. � is is largely to due Alberta’s abundance of fossil fuels (such as coal and 
natural gas) and to the low cost of accessing and consuming these resources for the purpose of generating elec-
tricity.

� e Solution: 
A carbon levy, charged on the basis of tonnes equivalent of CO2 emissions, could make renewable energy gen-
erators more competitive on the open market by o� setting some of the cost advantages of using fossil fuels to 
generate electricity. � is would occur because large GHG emitters would have to pay more, while generators who 
produce fewer GHG emissions would pay less. Carbon levy revenues would not be used for government opera-
tions. Instead, they could be used to invest in more green energy infrastructure and/or they could be returned to 
citizens and businesses in the form of tax cuts, to ease their overall tax burden.

Transmission

� e Problem: 
A portion of rising electricity costs can be attributed to the rapid expansion of Alberta’s transmission infrastruc-
ture. � e Electric Statutes Amendment Act, 2009 (Bill 50) allowed the Government of Alberta cabinet to ap-
prove transmission infrastructure it deemed “critical”. Consumer advocates and academics have argued that this 
regulatory framework has produced an overbuild of transmission and will inevitably lead to “an electric system 
that has an ine�  cient mix of generation and transmission, leading to a higher than necessary cost of delivered 
electricity.”7, 8 Although the particular elements of Bill 50 that allowed cabinet to directly approve projects were 
removed in 2012, and all future transmission projects must be approved by the Alberta Utilities Commission 
(AUC), determining the needs-based merit of transmission projects is still a complex process that can place reg-
ulators in a precarious position. 

� e Solution: 
Nodal (locational) pricing is a system whereby the delivered price (which includes transmission and distribu-
tion) of electricity would be determined in separate zones of the province, rather than having a single prov-
ince-wide electricity price. � ere are two advantages to such a system: 
1) � ere would be price signals that would speci� cally demonstrate the need for more transmission, which 
would be a powerful tool in the regulatory approval process. 
2) It would incentivize more dispersed small scale generation to meet certain changes in demand, as this is o� en 
more cost e� ective than building transmission lines to bring power from afar. � is framework would also be 
friendlier to generation from renewable energy sources, which tends to be more cost e�  cient on a smaller scale. 
� e resultant increase in distributed generation would also contribute to greater stability of the overall grid, as it 
would decrease the likelihood of major outages. 
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Distribution
� e Problem: 
Utility companies were created as regulated monopolies in a time when the only method of economically and 
reliably delivering power to consumers required signi� cant infrastructure build outs with long-term paybacks. 
Part of the incentive to make sure that markets were not underbuilt was found in a revenue model that guaran-
teed returns on asset bases. � us, our transmission and distribution companies earn more only when they build 
more. � is is no longer tenable in a world with access to innovations in distributed energy (such as solar panels, 
improved battery technology, etc.) that would improve the cost-e� ectiveness and reliability of electricity delivery. 
Alberta’s current framework of paying distribution companies on the basis of their asset values does not provide 
incentive to � nd more cost e� ective solutions to resolving congestion in electrical demand. In fact, the incentive 
is for distribution companies to simply build more costly assets because, ultimately, those will bring in more rev-
enue. In this sense, the distribution and transmission of electricity has not been deregulated in Alberta as it is not 
subject to free market pressures and competition.

� e Solution:
 An infrastructure-as-service model would remove a distribution company’s capacity to pro� t simply by building 
more assets. Instead it lets them service their asset base (rent it out) to third parties. In essence, this would allow 
a competitive process to determine solutions to congestion issues, rather than merely defaulting to the construc-
tion of more distribution assets. For instance, a third party could bid to solve a congestion issue by placing solar 
panels on the roof of a condo building. � is third party would then pay the distribution company a fee for using 
their pre-existing asset base to tap into the grid. With a competitive process, regulators could approve solutions 
to meeting Alberta’s electricity distribution needs that o� er the greatest overcall cost-e� ectiveness.

SolarCity in California released a paper on Feb. 8, 2016 outlining the merits of an Infrastructure-as-a-Service 
model.9 � e paper asserts that moving to properly value distributed energy resources for their services could 
save California $1.4B annually in utility spending. While Alberta has a signi� cantly smaller electric market than 
California, the present value of annual savings 1/10 of those projected in California would amount to more than 
$2 Billion over the next two decades.
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Retail
� e Problem: 
Typically, current metering practices only measure total electricity consumption and do not factor in the time 
of day at which the electricity is used. In reality, prices of electricity � uctuate throughout the day as they peak 
mid-day and are at their least expensive at night time. Metering solely on the basis of total consumption prevents 
consumers, particularly residential consumers, from curbing their energy use to take advantage of these time-of-
day di� erences.

Additionally, micro-generation (the practice of generating your own electricity and selling the excess back to the 
grid) would become much more economical with time-of-day pricing. In essence, a citizen with a solar panel 
on her house could sell her excess power to the grid while prices are at their peak (in the day time). � is would 
incentivize the proliferation of micro-generators, which would further contribute to de-centralizing and de-car-
bonizing our electrical utilities.

� e Solution: 
Smart meters record both the amount of energy consumed as well as the time of its consumption. In Alberta, 
smart meters are currently available through some, but not all, electricity retailers. Mandating that all retailers 
give their consumers access to smart meters would allow citizens and businesses to access time of day pricing. 
As stated above, this would be a boon for micro-generation. In addition, it would allow people to � nd savings by 
timing their energy use. For instance, someone could reduce the cost of using their appliances by running them 
overnight instead of during the day. Lastly, time of day pricing could increase the incentive for electric vehicle 
use by allowing users of these vehicles to access less expensive night time power for the purpose of charging 
them.

It is also essential to simplify the micro-generator application process while continuing to uphold the strictest 
safety standards. � e AUC currently has a highly complex set of guidelines and long wait times for regulatory 
approval. � is adds undue di�  culty and expense to the process of becoming a micro-generator.
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