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1. BACKGROUND 

 

1. In Decision 16-2010, the Northwest Territories Public Utilities Board 

("Board") approved the establishment of a Territory-wide Rate 

Stabilization Fund Rider (“RSF”) for the Northwest Territories Power 

Corporation ("NTPC", “Corporation”) in order to flow through to 

customers, variances between forecast and actual fuel costs, pursuant to 

the Electricity Rate Policy Guidelines issued by the Minister Responsible 

for the Public Utilities Board. 

 

2. In Board Decision 1-2013 respecting NTPC's 2012/13 and 2013/14 

General Rate Application ("GRA") the Board set out details respecting the 

operation of the RSF. The purpose of the RSF Rider is to flow through to 

customers, subject to a $2.5 million threshold, variances in fuel prices and 

purchased power prices relative to the GRA forecast, and to flow through 

fuel mix variances in dual fuel communities.  

 

3. By letter dated March 10, 2014, NTPC filed its RSF Application with the 

Board. The Board issued Decision 6-2014, dated April 29, 2014 approving 

an RSF collection Rider of 1.17 cents per kWh effective May 1, 2014.  

 

4. An RSF account reconciliation and update to December 31, 2015 was 

filed by NTPC on March 3, 2016. The Board acknowledged receipt of the 

December 31, 2015 filing by letter dated April 10, 2016. 

 

5. On April 29, 2016, the Corporation filed with the Board a request to 

implement a refund rider for the RSF balances that would apply to all 

firm power customers with the exception of NUL (NWT). The forecast 



The Public Utilities Board 
Of the Northwest Territories 2 
Decision 11-2017 
 

 

provided in April 2016 had the fund balance reaching the trigger point 

of $2.5 million owing to customers by June 30, 2016. In Decision 6-

2016 the Board approved a refund rider of 0.36 cents/kWh to apply 

from June 1, 2016 to March 31, 2019. The Board directed the 

Corporation to provide a reconciliation of the RSF rider incorporating 

actual information to March 31 of each fiscal year within 60 days of each 

fiscal year end. 
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2. APPLICATION 

 

6. By letter dated May 31, 2017, NTPC provided a reconciliation of the RSF 

incorporating actual information for fiscal year 2016/17. NTPC 

requested that the RSF Refund Rider approved in Decision 6-2016 be 

turned off effective July 1, 2017. The Corporation also requested that the 

Board approve the full $0.512 million cost of Aklavik fuel storage in the 

calculation of the RSF balance. 

 

7. NTPC provided RSF fund balance continuity schedules showing the fund 

balance has changed from a balance owing to customers to a balance 

owing to NTPC as a result of updating the fuel prices and efficiencies for 

the 2016/19 GRA and due to an increase in the price of diesel fuel. NTPC 

states, the continuity schedules use fuel prices, plant efficiencies and 

generation mixes (hydro/diesel, natural gas/diesel) proposed in the 

2016/19 GRA and are subject to change from the GRA process. NTPC 

states the price of diesel fuel has increased since April 2016. 

 

8. NTPC stated that in Decision 16-2010 the Board established the 

Territory-wide Rate Stabilization fund with a trigger threshold of +/- $2.5 

million. NTPC indicated that in the interest of timely 

activation/deactivation of rate riders that produce more consistent and 

stable rates the existing RSF refund rider should be terminated. 

 

9. In Decision 6-2016, the Board disallowed 50% of the cost of fuel storage in 

the community of Aklavik and directed NTPC to provide a chronology of 
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events surrounding the procurement of fuel storage in the community 

during the period of October 2015 to January 2016. 

 

10. NTPC stated that Aklavik is an isolated community with access only by 

air and winter road and there is only one fuel supplier. Prior to 

September 2015 fuel in Aklavik was supplied by Imperial Oil Limited 

(“IOL”). The price of fuel supplied in Aklavik by IOL in August 2015 was 

$1.18 per litre compared to $1.13 per litre in Inuvik which is supplied 

by the Fuel Services Division of the Government of the Northwest 

Territories. 

 

11. NTPC indicated that during the month of August 2015, Beaufort Delta 

Petroleum (“BDP”), purchased the assets from IOL. On September 1, 

2015, BDP sent a letter to NTPC proposing new terms. NTPC stated the 

term sheet which was confidential, was for a significant period of time and 

contained upfront payments and at a price significantly higher than in 

August 2015. NTPC ind icates i t  did purchase fuel from BDP in 

September 2015 at a price significantly higher than August 2015. For a 

number of reasons, including the significant higher price and legislative 

restrictions on the length of contract term, NTPC stated it was not in a 

position to agree to the proposed terms. 

 

12. NTPC stated that it considered a number of options to address the 

situation, including consulting legal counsel to explore potential legal 

remedies. NTPC concluded that the most prudent and commercially 

reasonable course of action was to attempt to negotiate with BDP but 

also look for alternatives for fuel supply in the community. 
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13. NTPC states, as BDP offered the only fuel source in the community, it 

began examining alternatives. NT P C  s t a t e s  t he Hamlet of Aklavik 

was also seeking a new fuel supplier and issued a Call For Proposals 

in September 2015, NTPC along with the GNWT’s Fuel Services 

Division reviewed transportation options such as barge, road and air 

and examined storage solutions. NTPC states it had approximately one 

month supply of fuel remaining in the fuel tanks and in mid-September a 

decision was made to rent tanks and transport them by barge until a 

more permanent solution could be found. 

 

14. NTPC states that it believed that due to its efforts to source its own 

storage and supply solution and demonstrate to BDP that a viable 

alternative was available, in December 2015, NTPC was able to 

negotiate a two year agreement with BDP that started February 2016 and 

expires in August 2017. 

 

15. By letter dated June 12, 2017, the Board issued information requests to 

NTPC, to which NTPC responded on June 23, 2017. 
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3. BOARD FINDINGS 

 

16. The Board notes NTPC’s request to include the disallowed costs of 

Alkavik fuel storage arising from Decision 6-2016 in the FSR fund balance. 

 

17. In Decision 6-2016, the Board stated: 

Based on the above response, it appears to the Board that NTPC 
may have paid about 72 cents per litre ($516,000/ 720,000 liters 
consumption from August 2015 to February 2016) for fuel storage 
in order to forestall a fuel price increase of about 48 cents per liter 
(1.77-1.29) in the community of Aklavik. Since the price for fuel 
storage that was procured exceeds the potential fuel price increase 
facing NTPC at the time, the Board finds on a prima facie basis, 
that the prudence of the fuel storage procurement transaction has 
not been sufficiently demonstrated. 

 

18. NTPC disagreed with the prima facie findings from Decision 6-2016 for the 

reason that, by incurring the $0.516 million storage cost NTPC avoided a 

potential price increase from BDP for a period significantly longer than 7 

months. NTPC estimated the benefits to extend for a period of 5 years.  

 

19. The Board notes NTPC’s statement in BR NTPC 2c that there was no 

other agreement documenting the provision of fuel by IOL to NTPC in 

Aklavik and as the arrangement had historically worked to the benefit of 

both parties, at no time did the need arise for NTPC to attempt to 

negotiate some other fuel supply arrangement with IOL.  

 

20. In the Board’s view, the absence of a fuel supply agreement with 

provisions to protect NTPC in the event of sale of business by IOL 

appears to have exposed NTPC to significant risk of fuel supply continuity 
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at reasonable prices, in a remote community with few options for fuel 

supply. The failure, on the part of NTPC, to anticipate and mitigate this risk 

appears to have helped BDP leverage its term sheet.  

 

21 The Board notes NTPC’s statement the final lower fuel price ultimately 

negotiated for February 2016 would not have been achieved without 

demonstrating an alternative fuel storage solution. 

 

22. The Board notes from the chronology of events provided in BR NTPC 2c) 

that NTPC needed enough fuel to last four months from September 2015 

to the end of December 2015 until the winter ice road opened; NTPC had 

approximately 1 month of fuel and no other fuel tanks were large enough 

in Aklavik with the capacity to last four months.  

 

23. Under these circumstances, NTPC appears to have explored other 

options besides rent/purchase of fuel storage tanks and barge them to 

Aklavik from Inuvik (the option chosen by NTPC). The Board notes that on 

September 15, 2015, NTPC working with Fuel Services (FSD) of the 

GNWT, received an air lift quote and the quote was greater than $1/litre of 

fuel.  

 

24. The Board notes that even if this price is somewhat higher than $1 per 

litre, the option of renting of fuel storage tanks for four months from 

October 2015 to January 2016 chosen by NTPC appears to be 

significantly higher at $1.72 per litre ($516,000 storage costs divided by 

about 300,000 litres of fuel use). It appears to the Board that NTPC 

needed a solution to tide over the four months from October 2015 to 

January 2016 until the winter ice road opened which would likely have 

opened up other more viable options thereby mitigating BDP’s leverage. 
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25. Since the winter ice road would likely have opened up other more viable 

options thereby mitigating BDP’s leverage, the Board is not convinced by 

NTPC’s assertion that the final lower fuel price ultimately negotiated for 

the post February 2016 period with BDP could not have been achieved 

without demonstrating an alternative fuel storage solution. In the Board’s 

view NTPC has not demonstrated that the storage solution to address a 

short term problem of fuel supply for four months had a significant bearing 

on the longer term contract negotiated by NTPC with BDP. The Board is 

also not persuaded that the storage option was the lowest cost option to 

address the short term issue of fuel supply for four months, given the airlift 

option around $1 per litre.  

 

26. Accordingly, the Board denies NTPC’s request to include the $258,000 

being 50% of the rental costs for storage in the community of Aklavik, in 

the fuel stabilization account. The Board considers, this adjustment to be a 

judgmental assessment for failure to take prudent and proactive action in 

the face of fuel cost uncertainty and the failure to demonstrate the storage 

option was the least cost option under the circumstances. NTPC is 

directed to adjust the FSR continuity schedule accordingly. Subject to this 

adjustment the Board accepts NTPC proposed FSR fund calculations. 

 

27. The Board notes that following the Aklavik fuel cost adjustment to the FSR 

continuity schedule, the FSR balance would reflect a receivable (by 

NTPC) balance as of June 30, 2017. Accordingly, NTPC’s request to 

terminate the FSR rider is approved effective July 1, 2017. 
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