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Re: "Alberta's power bills high, survey finds," Dec. 13. 

The article on Hydro-Québec's survey of power bills in North America exposes several myths 

about electricity pricing in Alberta. 

Electricity consumers in our province deserve to know that deregulation, or the manner in 

which deregulation was implemented, is totally responsible for the high, volatile prices we are 

paying for electricity. 

In the year 2000, the all-in cost of generating electricity was about 3.5 cents per kilowatt 

hour. 

In 2001, the year deregulation was implemented, the average price was more than 13 cents 

per kWh, (the government subsidized the price residential consumers paid down to 11.3 

cents per kWh). 

Myth No. 1: Outgoing energy minister Ken Hughes said in the article that our prices are 

reasonable, given Alberta's limited access to cheap hydroelectricity. 

Lack of hydroelectricity is not the cause of high, volatile electricity prices here. Alberta has 

thousands of megawatts of potential hydro electricity. Sites on the Slave, Peace and 

Athabasca rivers have been investigated but not built because the costs are too high. 

Yes, the fuel costs are zero but the capital costs are huge. Manipulation is the cause of high, 

volatile electricity prices in Alberta. 

Myth No. 2: Hughes also said we have "a free market system that is functioning well in 

Alberta." 

The system does function very well for the generating companies, but consumers are 

required to pay an extra $2 billion to $3 billion a year toward the generator's bottom line. 

There is no electricity marketing system in Alberta - or anywhere else. 



Electricity is produced and delivered instantaneously whenever a consumer turns on a 

switch. There is no time for a retailer to bid on his requirements. 

Electricity contracts for future deliveries can be marketed, but that is not what is happening in 

Alberta. 

The Alberta Electric System Operator (AESO) describes the price-setting procedure as: "The 

pool price is the arithmetic average of the 60 one-minute system marginal prices. Only those 

offers accepted generate power and receive the AESO pool price. All offers accepted receive 

the same price, the pool price, not the price offered." 

This system is wide open to manipulation and can hardly be called a free-market system. 

Electricity is not a commodity that can be stored, packaged or carried home in a bucket. 

Electricity is an essential service that ought to be delivered to consumers at the lowest 

possible cost. 

Myth No. 3: "We have a very good system that is functioning well to make sure we have 

enough electricity at the right amount at the right time," Hughes said. 

The reality is the system operators don't know how much capacity, or what type of capacity 

(base load, intermediate or peaking) is required to provide a prescribed level of reliability at 

the lowest possible cost. 

They simply have the fond hope that, when the time comes, there will miraculously be 

enough capacity available to meet the demand. 

It is hoped the new electricity and renewable resource associate minister will employ staff 

who know the difference between a service and a commodity, and will direct their efforts to 

providing electricity to consumers at the lowest possible cost rather than maximum profits to 

generating companies. 
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