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1. BACKGROUND 
 

On May 9, 2001, the Northwest Territories Power Corporation (“NWTPC”, “the 
Corporation”) submitted its Phase I General Rate Application (“Phase I GRA”) 

for the fiscal years April 1, 2001 to March 31, 2002 and April 1, 2002 to March 

31, 2003 (“Test Years”) to the Northwest Territories Public Utilities Board (“the 
Board”). 

 
NWTPC, by letter dated October 10, 2001, advised that it intended to contact all 

interested parties to determine whether they were receptive to a negotiated 

settlement conference. NWTPC, by e-mail dated October 23, 2001, provided the 

Board with a copy of a public notice of the negotiated settlement conference. 

 

The Board, by letter dated October 24, 2001, acknowledged receipt of NWTPC’s 

letter and e-mail. NWTPC was requested to provide the Board with a list of those 

interested parties intending to participate in the conference and to prepare and 

file a proposed Negotiated Settlement Agreement, if any, by November 16, 2001. 

 

The Comprehensive Negotiated Settlement Agreement (“Agreement”) was filed 

with the Board on November 20, 2001, together with letters of endorsement from 

all interested parties and revised Phase I GRA schedules. 

 

The Board accepted the Agreement as filed in Decision 1-2002, dated February 

15, 2002, subject to a number of Board Directives. In its decision, the Board 

determined Rate Base and Revenue Requirement for the two Test Years. 

 

Concurrent with the filing of the Phase I GRA, NWTPC filed an interim refundable 

rate application. NWTPC noted that until both the Phase I and Phase II 

regulatory proceedings were completed, continuation of the existing approved 
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rates would result in a substantial undercollection of the 2001/02 revenue 

requirement. NWTPC’s justification for the interim refundable rate application 

was not focused on financial hardship for NWTPC, but rather on a desire to avoid 

the need for the imposition of a revenue deficiency rider to be implemented at the 

same time as proposed rate increases were approved. 

 

Along with the application for an interim refundable rate increase, NWTPC filed 

under separate cover an application to adjust the Norman Wells Fuel 

Stabilization Fund, Rider “B” downward, in consideration of the new fuel price 

that will be reflected in the new interim rate, if approved.  

 

The Board approved the interim refundable rate application in Board Decision 5-

2001. 

 

In an application dated July 12, 2002, NWTPC advised the Board that the 

approved 2001/02 interim refundable rates had collected only 50% of the 

revenue requirement shortfall during the 2001/02 fiscal year. NWTPC’s final 

2001/02 financial results recorded a substantial under collection of NWTPC’s 

approved 2001/02 revenue requirement.  In addition, the Corporation advised 

that if the interim refundable rates then in effect were to continue through 

2002/03 the result would be a substantial under collection of the approved 

2002/03 revenue requirement. 

 

Copies of the application were distributed to interested parties across the NWT, 

at the time of filing with the Board. By letter dated July 22, 2002, the Board 

advised all parties that it would appreciate receiving comments with respect to 

the NWTPC application by July 26, 2002. Included with its letter, the Board 

provided a copy of a letter, of the same date, to NWTPC requesting a response 

to a number of information requests by August 2, 2002. 
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By letter dated July 22, 2002, the City of Yellowknife/Town of Hay River 

(“YK&HR”) expressed its concerns about the application. YK&HR requested the 

Board direct NWTPC to file information with respect to the 2001/02 shortfall rider 

and the 2002/03 interim rates based on cost and revenue data by rate zone and 

major wholesale and industrial customer. 

 

Miramar Mining Corporation (“Miramar”), by letter dated July 25, 2002, provided 

comment with respect to the proposed refund to the Giant Mine, the proposed 

2002/03 Interim Refundable rate for the Giant Mine, and the Con Mine contract. 

 

Counsel for the Village of Fort Simpson (“the Village”), by letter dated July 25, 

2002, in the interest of avoiding duplication, requested a delay in responding to 

the application until they had an opportunity to review the responses to the 

Board’s information requests. On July 29, 2002, the Board approved the request, 

subject to the Village responding no later than August 9, 2002. 

 

NWTPC provided responses to the Board’s information requests by letter dated 

July 31, 2002. NWTPC also responded to YK&HR’s letter concerning the 

Application. 

 

By letter dated August 7, 2002, counsel for the Village advised the Board that the 

Hamlet of Fort Liard (“Hamlet”) had authorized him to represent the Hamlet in 

the proceedings. The Village/Hamlet provided information requests to NWTPC. 

 

YK&HR, by letter dated August 9, 2002, after review of NWTPC’s responses to 

the Board’s information requests, provided comment with respect to the 

application. 
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NWTPC by letter dated August 14, 2002 responded to the information requests 

of the Village/Hamlet. In a second letter, dated August 14, 2002, NWTPC 

responded to the YK&HR letter of August 9, 2002.  

 

In Decision 6-2002 dated August 15, 2002, the Board rejected NWTPC’s July 12, 

2002 application to change non-industrial rates. The Board noted that the 

application for interim rates applicable to non-industrial customers was based on 

the concept of a single rate zone, which remained to be tested. Accordingly, the 

Board directed NWTPC to refile its application for interim rate adjustments based 

on existing rate zones. The Board approved NWTPC’s request to change rates 

for the Miramar Giant Mine, effective September 1, 2002, on an interim basis. 

 

By letter dated September 5, 2002, NWTPC filed a revised application for 

approval of interim rates. 

 

In Decision 8-2002, the Board modified NWTPC’s application. The Board stated: 

 

“The Board considers interim rates should be set so as to minimize rate 
adjustments on a final basis. Given that NWTPC’s tariffs are presently 
established on the basis of community revenue requirement, the Board 
considers it appropriate to allow NWTPC to recover the 2001/02 revenue 
deficiency and make adjustments to the 2002/03 go-forward rates based 
on revenue requirements by community. 
 
The Board notes that in the case of certain diesel communities there is 
considerable variance between revenues at existing interim rates and the 
community revenue requirement. The Board notes that NWTPC has 
proposed that the revenue to cost ratios for all hydro communities be 
increased to 105% to mitigate rate change impact for the diesel 
communities. This means increasing rates to wholesale customers, 
namely Northland Utilities (Yellowknife) Limited and Northland Utilities 
(NWT) Limited, to achieve a revenue cost ratio of 105%. 
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While rate design issues remain to be tested in the forthcoming Phase II 
proceedings, the Board considers, for purposes of setting interim rates, 
the revenue cost ratios for wholesale customers should be set as close to 
unity as practicable to avoid the possibility for uncompetitive wholesale 
rates. The Board also considers it is preferable to move the revenue cost 
ratios of communities served by NWTPC closer to tolerance in gradual 
steps over a period in order to mitigate rate shock. Accordingly, the Board 
has modified the rate adjustments proposed by NWTPC to reflect the 
above considerations.”  

 
 

The Board provided a calculation of interim adjustment to 2002/03 rates, and 

advised that for the purpose of its calculations, it had used the following rules: 

 

“-The maximum increase by way of rate adjustment in 2002/03 for any one 
community will be 15% 
 
-If a 15% maximum adjustment results in a revenue to cost ratio 
exceeding 105% the increase will be reduced so that the community 
revenue cost ratio does not exceed 105% 
 
-For those communities where existing revenues exceed the community 
revenue requirement there will be no further rate adjustment for 2002/03.” 

 

Accordingly, the Board modified the rate adjustments proposed by NWTPC to 

reflect the above considerations. NWTPC was directed to file rate schedules to 

reflect the Board determined 2001/02 revenue shortfall riders and 2002/03 rate 

adjustment set out in Decision 8-2002. 

 

In Decision 9-2002 dated September 30, 2002, the Board approved the rate 

schedules on an interim refundable basis. 
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2. APPLICATION 
 
After NWTPC’s Phase I Board Decision was issued in February 2002, NWTPC 

advised the Board that their Phase II GRA was delayed because of matters being 

considered by the Executive Council of the Government of the Northwest 

Territories. 

 

On September 6, 2002, NWTPC filed its Phase II GRA for the fiscal years April 1, 

2001 to March 31, 2002 and April 1, 2002 to March 31, 2003 (“Phase II GRA”), 

to determine appropriate rates for their customers. In its Phase II GRA, NWTPC 

requested approval to levelize the rates across the NWT.  

 

NWTPC, by letter dated October 17, 2002, requested approval to withdraw its 

Phase II GRA for levelized rates.  NWTPC advised that it would re-file its Phase 

II GRA to apply for community based cost of service rates.  

 

On November 12, 2002, NWTPC re-filed it’s Phase II GRA (Ex. 2). The Phase II 

Application requested an Order or Orders from the Board: 

 

1. Approving NWTPC’s proposed retail and wholesale rates for the test years 

2001/02 and 2002/03; 

2. Approving the revised Terms and Conditions of Service. 

 

Pursuant to section 13. (1) of its Rules of Practice and Procedure, the Board, by 

letter dated November 12, 2002 directed NWTPC to publish notice of the public 

hearing of the Phase II GRA in newspapers that circulate in the Northwest 

Territories. The notices, published in November and December 2002, included 
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details of the Phase II GRA, and invited interested persons to file a request with 

the Board for intervenor status (Ex. 1). 

 

Intervenors were provided an opportunity to make information requests of 

NWTPC and to file evidence. 

 

All information requests by the Board and intervenors together with the 

responses were made available to all parties before the hearing (Ex. 3). 

 

Mayor Peter Clarkson, on behalf of the Association of Municipalities for Fair 

Power Rates (“The Association”) representing certain communities located in 

the Beaufort Delta region filed written evidence by letter dated January 10, 2003 

(Ex. 4). 

 

The Board advertised and scheduled the hearing for April 9 – 11, 2003 in 

Yellowknife and for April 14, 2003 in Inuvik. The Board adjourned the hearing in 

Yellowknife on April 10th and continued in Inuvik on April 14th.  

 

The interested parties that attended the Yellowknife hearing were NWTPC, City 

of Yellowknife, Town of Hay River and Town of Fort Smith (“YK/HR/SM”), the 

Association and Mr. Charles Dent, MLA for Yellowknife Frame Lake. At the Inuvik 

hearing, the parties that attended were NWTPC and the Association. The 

Association coordinated a number of presentations made to the Board by 

residents and business people from the eight communities. Mr. Floyd Roland, 

MLA for Inuvik Boot Lake also made a presentation to the Board at the Inuvik 

hearing. 
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During the hearing in Yellowknife, the Board and interested parties agreed on 

dates for argument and reply argument. For argument, the date was set for May 

12, 2003 and for reply argument, the date was set for May 26, 2003. 

 

In this Decision, the Board will address all outstanding matters arising from 

NWTPC’s Phase II Application. 
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3. COST OF SERVICE STUDY 
 

3.1 Allocation of Head Office Costs 
 
NWTPC provided details of how head office costs were allocated to communities 

in response to PUB-NTPC-1. Essentially, the Corporation classified the salaries 

and wages for cost centers (President, Personnel, VP Operations etc.) within the 

head office function as either customer related or labour related. As a result of 

this classification, NWTPC proposed 23% of head office costs should be 

allocated to communities on the basis of number of weighted customers and 77% 

on the basis of labour. 

 

YK/HR/SM submitted that NWTPC’s allocation of entire department salaries and 

wages to either labor or customer is arbitrary and does not comply with the 

Board’s Directive in Decision 5-95. 

 

In this regard, YK/HR/SM submitted: 

 
“Clearly, some of the president’s salary, for example, is a function of both 
plant labor and number of customers rather than just labor. It is submitted 
that is why separate accounts were required to enable the allocation of 
head office costs on a rational basis. In the absence of a current cost 
classification to labor and customer based on separate accounts, it is 
submitted that 67% of head office general plant and expenses be 
classified to labor and allocated to individual plants based on plant labor, 
and, that 33% of head office general plant and expenses be classified to 
customer and allocated to individual plants based on weighted customers. 
The 67%/33% classification is derived from Exhibit 13 which, it is 
submitted, gives effect to the Board’s Directive from Decision 5-95.   
YK/HR submit that NTPC should be directed to refile its cost of service 
with this change.” [YK/HR/SM Argument PP 2,3] 
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NWTPC responded to YK/HR/SM’s concerns as follows: 
 

“Both the 1995/98 and 2001/03 GRA approaches lead to the same result.  
For example, costs for FERC code 930 Executive-General from the 
1995/98 GRA is consistent with the costs for the President and Chairman 
categories in the 2001/03 GRA.  In each case, the costs for these 
executive functions is considered to be labour-related.  In contrast, 
YK/HR/SM assert that “…some of the president’s salary, for example, is a 
function of both plant labor and number of customers rather than just 
labor” and therefore the 2001/03 GRA approach is arbitrary.1  However, all 
of the time allocated to the executive functions in both the 1995/98 GRA 
and the 2001/03 GRA is considered 100% labour-related.  Contrary to 
YK’s assertion, there is no change in this allocation.  Further, Ms. Goucher 
candidly acknowledged that the allocation of head office costs is not an 
exact science.2  Recognizing that costs such as the president’s salary are 
best tracked by the relative amount of activity, it is more accurately 
allocated relatively equally to NUL(Yk) and Inuvik (i.e. as labour-related), 
rather than 100 times more to Inuvik than NUL(Yk), which would be the 
result of a customer-related allocation. 
 
With respect to the YK/HR proposal that a 66% labour 33% customer 
allocation be used, it is clear that that approach is inadequate.  The 66:33 
allocation is taken from the 1995/98 GRA and based on a 1995/96 
timesheet study.  The 1995/96 head office timesheet study reflected the 
Corporation’s structure at that point in time, including a substantial number 
of retail customers served in Nunavut.  It does not, however, reflect the 
Corporation’s current structure.  For example, at the time of the 1995/98 
GRA almost 25% of the head office hours were invested in customer 
accounting (i.e. billing) and collections.3  Under the Corporation’s current 
structure, those activities are substantially delivered out of the area 
offices. Using of a 66:33 allocation in the 2001/03 cost of service study as 
proposed by YK/HR would be completely arbitrary. 
 
The Corporation’s head office allocation methodology is consistent with 
cost causation and appropriately functionalizes costs between labour-
related and customer-related categories.  The net result is a decrease in 
the customer-related costs since the 1995/98 GRA (reduced from 33% to 
23% of head office costs).4  This decrease is consistent with the changes 

 
1  YK/HR/SM Argument, p. 2. 
2  Tr. 1, p. 66, lns. 7-11. 
3  See NWTPC 1995/98 Phase II GRA, Ex. 4, BR-NTPC 6. 
4  Ex. 13; Ex. 3, PUB-NTPC 1, table 3. 
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that have occurred in the Corporation and the reorganization undertaken 
since the 1995/98 GRA.” [NWTPC Reply PP 3,4] 

 
 
NWTPC classified and allocated to the various communities, 5% of operations 

support plant and operating and maintenance expenses on the basis of weighted 

number of customers and 95% on the basis of labour. With respect to the 

allocation of operations support costs, YK/HR/SM submitted: 

 
“On cross-examination, it was indicated that the Hay River Warehouse 
comprises the contracts, purchasing, accounts payable, mail room and 
logistics functions.5   YK/HR submit that not all of these functions are best 
classified solely on the basis of labor as NTPC has proposed. Purchasing, 
accounts payable and logistics are more likely to be a function of the 
number of invoices and amount of materials and supplies issued by plant 
rather than labor. NTPC should be directed to review the component costs 
of the Operations Support function and provide allocators that better 
reflect the drivers of these costs than primarily labor at the time of its next 
GRA.” [YK/HR/SM Argument P 3] 

 
 
In its Reply Argument YK/HR/SM indicated standby generation assets included 

as part of operations support assets should be allocated equally to all plants, 

rather than on the basis of 5% of costs based on number of customers and 95% 

based on labour. [P 2] 

 
The Board is not persuaded by YK/HR/SM’s argument the classification of cost 

related to executive functions as labour related, for purposes of allocating head 

office costs to zones and communities is necessarily inappropriate. The Board 

notes YK/HR/SM’s submission that the bases used to allocate functions within 

operations support could be further refined. The Board considers it must strike a 

reasonable balance between more refinements to the basis of head office and 

operations support cost allocation and the potential for undue discrimination 

among zones and communities. The Board notes the proposed method of head 
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office and operations support cost classification and allocations are generally 

consistent with those previously approved. Given the division of NWTPC, the 

Board considers the results of allocations from prior years are not necessarily 

comparable with those in this proceeding. Based on the evidence before the 

Board, the Board is satisfied the Corporation’s proposed allocations of head 

office and operations support costs will not result in undue discrimination among 

zones and communities. Given the method of allocation proposed by NWTPC, 

the Board considers it appropriate to allocate all operations support plant 

including standby generators on a consistent basis. Accordingly, the Board 

accepts NWTPC’s proposed allocation of head office and operations support 

costs for purposes of this Decision. 

 

3.2 Allocation of Area Office Costs 

 

In Board Decision number 12-97, NWTPC was directed to carry out a study with 

regard to a number of topics including the appropriate allocation of area office 

expenses to the communities served by them. The Corporation undertook a time 

sheet analysis and an expense analysis for each of the four area offices 

(Yellowknife, Fort Smith, Inuvik and Fort Simpson) to determine the appropriate 

proportion of each of the area office expenses that should be allocated to the 

satellite plants. 

 

NWTPC noted, reflecting the study results would result in relatively minor 

impacts in revenue requirements for most communities compared to the method 

used in the 1995/98 GRA. In the 1995/98 GRA, NWTPC allocated 25% of each 

area office costs to (cost center 8730) the respective plants served by the area 

office. NWTPC indicated the new method shifts costs away from the area offices 

 
5 Transcript, April 9, p. 71  
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and onto the satellite plants. If the new method were used Yellowknife, Inuvik 

and Fort Simpson would all experience a decrease in net revenue requirement of 

approximately 1%. Fort Smith would see a 6% decrease. However, the satellite 

plants would see a range of increases with a median increase of 1% in revenue 

requirement. 

 

NWTPC states the new method of allocation using time sheet and expense 

analysis is considerably more complicated whereas the overall impact on most 

communities is quite small. Accordingly, NWTPC proposed to use the existing, 

method which allocates 25% of area office costs to satellite plants, for this GRA. 

 

YK/HR/SM acknowledged that the NWTPC proposal results in reasonable results 

elsewhere but submitted that it does not work for the Yellowknife system. 

YK/HR/SM submitted NWTPC considered the communities of Rae Edzo and 

Dettah as satellite plants whereas they are part of the Yellowknife system. This 

resulted in over allocation of area office costs to the Yellowknife system: 

 
“While this methodology appears to work for the Inuvik system, it does not 
appear to work for the Yellowknife system.6 . The reason offered by NTPC 
is that it considered that there were six plants in the Yellowknife area, 
three satellite plants plus Yellowknife, Rae/Edzo and Dettah. With all due 
respect, Rae/Edzo and Dettah are not satellite plants but rather part of the 
Yellowknife system. Yellowknife submits that 25% of the Yellowknife area 
costs or $364,829 should be allocated equally between the Yellowknife 
plant and the three satellites. Therefore, $91,207 should be allocated to 
each of Wha Ti, Rae Lakes and Lutsel Ke and $1,185,694 should be 
allocated to the Yellowknife system.” [YK/HR/SM Argument P4] 

 
 
NWTPC provided the following comparison of the impact of the different methods 

of area cost allocation on each of the communities: 

                                            
6 Transcript, April 9, pgs. 38-39, 
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Total Revenue Requirement per Community ($) 
 

2001/03 
Timesheet 

Study 

NTPC 
Proposed 
Approach 

YK Proposed 
Approach 

Difference between 
YK Proposed 
Approach and 

2001/03 Timesheet 
Study 

104 Wha Ti 1,310,310 1,299,755 1,330,157 19,847
105 Rae Lakes 930,008 919,686 950,088 20,080
110 Lutsel K’e 818,925 833,641 864,043 45,118
101/108/109 
Snare/YK 

24,598,098 24,604,257 24,513,051 -85,047

Source: NWTPC Reply P5 
 
 
NWTPC submitted: 
 

“YK is proposing to have the communities of Yellowknife, Rae/Edzo and 
Dettah pay approximately $85,000 less than is warranted, at the expense 
of the 3 diesel communities in the area, who will pay as much as $45,000 
over the properly measured revenue requirement (or almost 6% over their 
revenue requirement).  There is simply no basis to push costs properly 
borne by the Snare/Yellowknife system onto the diesel communities in the 
area.” [NWTPC Reply P5] 

 
 
The Board considers the question whether a community is a satellite plant or not, 

is not determined by the fact it is part of an integrated system, but rather, by the 

location of the plant in relation to the area office. To the extent the Rae Edzo and 

Dettah communities are located away from the area office they must be 

considered satellite offices. The Board notes the 25% allocation of area office 

costs to satellite plants produces results that are not materially different from that 

based on the time sheet and expense analysis, for most communities. The Board 

therefore accepts NWTPC’s proposed allocation of area office costs for purposes 

of this Decision. 
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3.3 Allocation of Working Capital to Plants 

 

YK/HR/SM raised the concern the proposed allocation of fuel costs to plants in 

the Snare/Yellowknife system based on energy would not reflect the particular 

fuel arrangements and costs associated with different plants. 

 

YK/HR/SM also submitted the materials and supplies for the Yellowknife system 

include $3.6 million which is the balance in the Snare Cascades deferral account. 

This should be allocated on the basis of hydro plant allocation rather than total 

plant allocation 

 

NWTPC responded to these concerns as follows: 

 
“YK claims that it was not clear “…whether the fuel component of working 
capital reflects the fuel arrangements at individual plants.”7  The 
Corporation confirms that the fuel component of working capital was 
indeed derived from measured inventory levels at each individual plant. 
 
YK also claims that the balance of the Snare/Cascades deferral account 
($3.6 million) should be allocated based on hydro production plant rather 
than total plant in service, which in their view improperly includes an 
allocation of diesel assets to Rae/Edzo.8  As discussed in section 2(d) 
below, the Corporation has properly allocated diesel assets to Rae/Edzo.  
In any event, the Snare/Cascades deferral account, whether allocated 
based on hydro production plant or otherwise, has no effect on the final 
cost of service study. 

 
7  YK/HR/SM Argument, p. 5. 
8  YK/HR/SM Argument, p. 5. 
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The Snare/Cascades deferral account was established pursuant to the 
1995/98 Phase I negotiated settlement approved by the Board in Decision 
1-97.9  It was noted in the Corporation’s 2001/03 Phase I application that 
each year’s draw down of the Snare/Cascades deferral account is offset 
by a corresponding amount attributed to miscellaneous revenue which is 
netted off of the Snare/Yellowknife revenue requirement.  Consequently, 
the Snare/Cascades deferral account does not have any effect on the final 
cost of service study.” [NWTPC Reply PP5,6] 

 
 
The Board notes NWTPC’s confirmation the fuel inventory component at each 

plant reflects the measured inventory at the plant. Accordingly, the Board accepts 

NWTPC’s assignment/ allocation of fuel inventory. 

 

The Board agrees with YK/HR/SM that it is more appropriate to allocate the 

working capital component of the Snare Cascades deferral account and the 

miscellaneous revenue associated with Snare Cascades deferral on the basis of 

hydro plant. NWTPC is directed to change the method of allocation of these 

accounts for purposes of the refiling. 

 

3.4 Allocation of Diesel Plant to Rae Edzo 
 
NWTPC proposed allocation of the Jackfish diesel plant to all customers except 

Rae Edzo, in the Snare Yellowknife zone.  

 

 
9  NTPUB Decision 1-97, NWTPC 1995/98 Phase I GRA (January 14, 1997) at 8.  The 
following phase-in was agreed to and approved by the Board in negotiated settlement: 

a) the entire Snare Cascades project would be placed into rate base in 1996/97; 
b) the Corporation would collect the difference between the full revenue 
requirement for the project and the annual variable savings resulting from the project for 
five years (1996/97 to 2000/01) in a deferral account; 
c) the balance of the deferral account would earn a rate of return similar to AFUDC; 
d) the amount in the deferral account would be amortized over ten years 
commencing April 1, 2001; and 
e) the balance in the deferral account would earn a cash return during the ten year 
amortization period. 
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YK/HR/SM submitted NWTPC should be directed to allocate all diesel production 

plant including Jackfish plant to all customers including Rae Edzo as this is 

consistent with the way NWTPC plans the Snare Yellowknife system. YK/HR/SM 

argued all of the resources, including both Jackfish and Frank’s Channel units, 

are utilized to meet the Yellowknife system peak load of all customers from a 

planning perspective and therefore it is appropriate to allocate diesel plant to all 

customers.  

 

NWTPC stated the Rae Edzo does not rely on the Jackfish plant for its capacity 

requirements: 

 
“From a community planning perspective, the relevant measure to 
Rae/Edzo is not the Jackfish installed capacity.  Rather, the relevant 
measure is the installed capacity at Frank’s Channel, which has to be 
sufficient to supply those communities in times of outages.  It is not 
relevant to Rae/Edzo if Yellowknife grows and requires larger units at 
Jackfish, as it did in 1994/95,10 or if Yellowknife is able to reduce load and 
retire some units.  Under either scenario Rae/Edzo continues to be 
planned for a local diesel complement that must be able to carry those 
communities’ peak loads.  As noted in the Corporation’s 2001/03 Phase I 
Application “Capacity Planning Criteria” section cited in the YK/HR/SM 
Argument: 

 
[w]hile Yellowknife can receive energy generated at the Frank’s 
Channel plant in Rae/Edzo, the flow of energy can not be reversed.  
Therefore, Customers in Rae/Edzo can not access energy produced 
at the Jackfish diesel plant or the Bluefish hydro site.  As a result, a 
deterministic planning criteria is more appropriate for Rae/Edzo 
than the probabilistic method proposed for the balance of the Snare 
Yellowknife Zone.11

There is no basis to say that Rae/Edzo supply was planned in any way 
whatsoever with the Jackfish units in mind – the Jackfish units are simply 
irrelevant to Rae/Edzo.” [NWTPC Reply PP 7,8] 

 

                                            
10  Ex. 17. 
11  NWTPC 2001/03 Phase I GRA dated May 9, 2001 at 2-93. 
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The Board notes NWTPC’s assertion Rae Edzo does not rely on the Jackfish 

diesel plant for its capacity requirements. Accordingly, the Board considers 

NWTPC’s proposed allocation of the Frank’s channel plant only to Rae Edzo and 

the Jackfish plant to all customers except Rae Edzo to be reasonable. 

 

3.5 Allocation of Diesel Fuel and Operating Expenses to Rae Edzo 

 

NWTPC proposed to allocate fuel and operating costs of the Frank's Channel 

units to all customers while the fuel and operating expenses for the Jackfish plant 

were allocated to all customers except those in Rae-Edzo. YK/HR/SM expressed 

concern that: 

 
“…Yellowknife submits that NTPC should be directed to allocate all diesel 
fuel and all other operating and maintenance expenses12 to all customers 
based on the coincident peak demand and energy of all customers in the 
refiling of its cost of service study.” [YK/HR/SM Argument P 7]  

 
 
NWTPC opposed the above recommendation stating the Jackfish plant does not 

supply Rae Edzo: 

 

“The result of the differences between Jackfish and Frank’s Channel is 
that, from both a planning and operational perspective, the Frank’s 
Channel station can and does provide supply to Yellowknife while the 
Jackfish diesel plant does not supply Rae/Edzo whatsoever.” [NWTPC 
Reply P8] 

 
 
In view of NWTPC’s evidence noted above, the Board accepts NWTPC’s 

proposed allocation of diesel fuel and operating expenses to Rae Edzo for 

purposes of this Decision. 

 
12 Page 7 of 25, Tab 26 
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3.6 Miramar Cost Allocation 

 

In Decision 12-2002 dated November 12, 2002, NWTPC’s request for approval of 

a project permit to purchase the Bluefish generating plant was approved. In this 

Decision, the Board stated: 

 
“The Board is of the view that the terms of the second restated power 
sales agreement between NWTPC and Miramar are more appropriately 
dealt with as part of the upcoming Phase II proceedings. Accordingly, the 
Board will not deal with NWTPC’s request for approval of the second 
power purchase agreement in this Decision.” [P9] 

 
 
NWTPC explained how the Miramar demand used for the Phase II cost allocation 

purposes was developed: 

 
“MR. PATRICK BOWMAN:   No, the -- the five (5) 
year averages are measured gross Con load, to come up with 
the load factor and a coincidence factor.  And then those 
load factors and coincidence factors are applied to the net 
number of kilowatt hours, ignoring peak and time, but to the 
net number of kilowatt hours to come up with a calculated 
peak.  And then, subsequently, a calculated coincident peak 
for Miramar.   
                  That's where the five (5) year averages come 
in.  So one doesn't actually look at a certain number, 
subtract Bluefish, to come up with any of the numbers in the 
cost of service Study.  One starts with the number of 
kilowatt hours and then uses these accepted calculated 
numbers, using a particular methodology, to -- to come up 
with the measured peak.” [T187, lns 1-15] 

 
 
YK/HR/SM indicated it was satisfied the Corporation has used consistent 

approaches with respect to the Miramar Net load for planning and cost allocation 

purposes. 
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“Yellowknife is now satisfied that NTPC was using the Nerco peak 
demand net of Bluefish generation rather than the 6,500 kVA dedicated 
contract demand capacity for planning purposes.” [YK/HR/SM Argument P 
8] 

 
 
The Board notes Mr. Bowman’s explanation that the 5 year average load factors 

and coincidence factors developed from the gross Miramar Con Mine Load are 

applied to the Miramar Kilowatt hours net of bluefish generation Kilowatt hours to 

calculate the Miramar peak demand used for cost allocation purposes. This 

approach to cost allocation reflects the assumption that the Bluefish capacity 

would be relied upon by the entire Snare Yellowknife system for capacity 

planning purposes. In contrast, if the Bluefish capacity were considered as 

entirely dedicated to the Miramar mine load the Bluefish load at the time of 

system peak would have been deducted from the mine load for cost allocation 

purposes. The Board notes under the second restated power sales agreement 

Miramar would receive a credit of 7200 KVA per month regardless of the Bluefish 

plant’s generation; further the Corporation would have dispatch control over the 

Bluefish plant. The second restated power sales agreement is consistent with the 

assumption the Bluefish capacity would be relied upon by the entire Snare 

Yellowknife system for capacity planning purposes. 

 

The Board accepts the proposed cost allocation method for Miramar as it 

appears to be consistent with the current planning and operating assumptions for 

Miramar load and Bluefish generation.  
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3.7 Allocation of Costs between Fort Smith and Fort Resolution 

 

YK/HR/SM expressed the concern the Corporation was proposing the same 

rates for customers in Fort Smith and Fort Resolution whereas if the cost of 

service methodology approved by the Board in Decision 5-95 been consistently 

followed, the cost of service for Fort Smith would be lower than for Fort 

Resolution. 

 
 

“Fort Smith does not consider that NTPC has necessarily followed the 
Board’s directions in Decision 5-95 when it developed zonal rates for Fort 
Smith and Fort Resolution. The Board clearly indicated that it was 
appropriate to average generation costs and generation integration costs 
over all customers in the zone. However, the Board specifically identified 
that, differences in distribution costs would result in differing cost of 
service. One of the more significant remaining differences relates to the 
transmission grid costs allocated to each community. It should be noted 
that NTPC has specifically allocated transmission grid costs to Rae/Edzo, 
and, all communities excluding Rae/Edzo, on the Yellowknife system in 
determining the cost of service for those customers. Although NTPC 
determined the transmission grid costs separately for each of Fort Smith 
and Fort Resolution, it then ignored that information in its rate design.  Fort 
Smith is directly subsidizing the cost of serving Fort Resolution, unlike any 
other community served by NTPC.” [YK/HR/SM Argument P 10] 

 
 
NWTPC indicated a substantial portion of the difference in cost of service is 

attributable to the Pine Point mine legacy assets: 

 
“There is no basis for dividing Fort Smith and Fort Resolution for rates 
setting purposes.  Both of those communities continue to be served by the 
same generation and transmission grid.  Both are served on a consistent 
basis by the same Corporation staff.  While there may be some 
differences in the distribution costs in each community, a substantial 
portion of those cost differences is likely related to the Pine Point mine 



The Public Utilities Board 
Of the Northwest Territories 22 
Decision 3-2003 
 

 

legacy assets and not to any inherently higher costs to serve Fort 
Resolution versus Fort Smith.” [NWTPC Reply P 10] 

 
 
The Board notes NWTPC’s assertion that a substantial portion of the difference 

in cost of service between Fort Smith and Fort Resolution is attributable to the 

Pine Point mine legacy assets. However, in the Board’s assessment, based on 

the response to YK, HR, SM-NTPC 16, there are also material cost differences 

between Fort Smith and Fort Resolution at the diesel plant, distribution plant and 

general plant levels.  

 

The Board considers it appropriate to share the cost of any stranded assets 

related to Pine Point mine among all customers on the system. The Board directs 

NWTPC to identify the cost of any stranded Pine Point legacy assets and 

address the appropriate allocation of these assets in the Phase II refiling. 

Consistent with the cost allocation principles used for the Snare/ Yellowknife 

system, the separate costs based on the cost of service study for each of Fort 

Smith and Fort Resolution should be used to develop cost based rates for each 

of those communities. The Board directs NWTPC to revise the cost allocations 

for the Taltson system in accordance with the foregoing findings. 

 

3.8 Bluefish Transmission Line Losses 

 
With respect to the Bluefish transmission line losses reflected in the cost of 

service study, NWTPC stated: 

 
“Decision 12-97 also directed the Corporation to conduct a study 
respecting losses on the Bluefish transmission line.  In compliance with 
that direction, the Corporation analysed meter data from September 2000 
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to December 2001 and has determined that Bluefish transmission line 
losses are 7.1%.13

 
As noted in the Application and by Ms. Goucher, it was the Corporation’s 
intent to use a 7.1% loss factor for the Bluefish transmission line in its cost 
of service study.14  The Corporation has since determined that 5.7% (not 
7.1%) was inadvertently used.  The Corporation has undertaken to use a 
7.1% loss factor for the Bluefish transmission line in the final cost of 
service subject to directions from the Board.15” [NWTPC Argument P 8] 

 
 
The Board directs NWTPC to reflect the corrected line loss percentage for the 

Bluefish transmission line in its refiling. 

 

3.9 Retail Community Line Losses on Hydro Systems 

 
NWTPC used distribution loss factors of 26.9% for the communities of Dettah 

and Rae Edzo and 25.1% for the communities of Fort Smith and Fort Resolution, 

for purposes of cost allocations. [PUB-NTPC 4 and PUB-NTPC 11] The 

Corporation indicated the loss percentages are those used in the 1995/98 GRA 

and have not been updated.  

 

With respect to the loss percentages used for Fort Smith, YK/HR/SM submitted: 

 

“As noted by NTPC, it is the differential in losses as between customer 
classes that is relevant for cost allocation purposes. For purposes of cost 
of service, Fort Smith submits that the distribution losses should be limited 
to the 8% cap set by the Board in Decision 1-97 so as not to unduly 
influence the energy and coincident peak for allocation of hydro and 
generation integration assets.” [YK/HR/SM Argument PP 11,12] 

 
 

 
13  Ex. 2, p. 9-5, table A. 
14  Tr. 1, p. 35, lns. 9-25; Ex. 2, p. 9-6. 
15  Tr. 1, p. 28, lns. 13-16. 
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In response to YK/HR/SM’s comments, NWTPC stated: 

 
“In retrospect, the Corporation could have applied an 8% cap to 
distribution losses for all retail customers in the hydro zones in its cost of 
service study.  However, if the Board accepts SM’s recommendation to 
limit distribution losses to 8%, it must be recognized that doing so will not 
affect recovery of the Corporation’s revenue requirement; rather it will 
impact cost allocations to other communities.” [NWTPC Reply PP 10,11] 

 
 
The Board notes NWTPC has not carried out any studies to determine the loss 

percentages for the retail communities on the hydro systems. However, the loss 

percentages used for these communities for cost of service purposes appear to 

be materially high in relation to loss percentages considered reasonable by the 

Board in the past. In accordance with the YK/HR/SM’s recommendation, the 

Board is prepared to limit the loss percentages for these communities to a 

maximum of 8% for purposes of this Decision. Accordingly, the Board directs 

NWTPC to use a maximum line loss percentage of 8% for cost allocation 

purposes for the retail communities of Dettah, Rae Edzo, Forth Smith and Fort 

Resolution. 

 

3.10 Rae Edzo Transmission Gross Plant 

 

NWTPC proposed the following correction to the Rae Edzo transmission gross 

plant: 

 
“In preparing its response to that Undertaking, the Corporation determined 
that the Rae/Edzo transmission gross plant direct assigned assets did not 
include any costs related to FERC account code 354 (Transmission 
Poles).  Even though the $448,000 original cost of the Rae/Edzo 
transmission poles has been essentially fully depreciated, there could be 
some additional costs allocated to Rae/Edzo through the operating and 
maintenance allocation.  The Corporation has undertaken to make that 
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correction in the final cost of service subject to directions from the 
Board.16” [NWTPC Argument P 10] 

 
 
The Board directs NWTPC to correct the Rae Edzo transmission gross plant in 

accordance with the above submission. 

 
16  Ex. 24; Tr. 3, p. 16, ln. 9 to p. 17, ln. 5. 
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4. RATE DESIGN 
 

4.1 Rate Design Criteria 
 
With respect to its approach to rate design, NWTPC stated: 

 
“The broad rate design criteria previously adopted by the Board continue 
to be appropriate for the Corporation today.  In developing its rate design 
principles, the Corporation took guidance from the Bonbright criteria and 
the Board’s findings in the Corporation’s prior GRAs, as well as the 
2001/02 and 2002/03 Interim Rates and the 2001/02 Shortfall Rider 
decisions.17  Further, the Corporation was cognizant of the developments 
in its operating environment and the GNWT’s directions and work toward 
an energy strategy, both as discussed in section 2 above. 
 
The Corporation applied the following rate design principles: 

• continue elimination of government customer classes; 

• establish wholesale, industrial and streetlighting rates as 
close to unity as practical; 

• move all residential and general service customer classes 
toward 100% cost of service subject to a 15% maximum rate 
class increase over current interim rates; and 

• ensure that no community is above approximately 105% 
revenue to cost ratio.18” [NWTPC Argument PP 12,13] 

 
The Corporation acknowledged it could have applied a 105% cost of service limit 

at the community level before adjusting individual customer classes. However, 

 
17  NTPUB Decision 5-2001 NTPC 2001/02 Interim Refundable Rates (June 22, 2001); 
NTPUB Decision 8-2002 NWTPC 2001/02 Revenue Shortfall Rider and 2002/03 Interim 
Refundable Rates (September 16, 2002); NTPUB Decision 9-2002 NTPC 2001/02 Revenue 
Shortfall Rider and 2002/03 Interim Refundable Rates (September 30, 2002). 
 
18  Ex. 10, pp. 1-2. 
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NWTPC noted that the Corporation prioritized rate class adjustments over 

community revenue to cost ratios for the following reason: 

 
                       “By starting at the customer level, what we’ve 
effectively said is that if there were two (2) general 
service customer groups in two (2) different communities, 
both paying a 115 percent, both would see the same 
opportunity for rate decreases, rather than them seeing 
different opportunities for rate decreases, depending on 
what the residential customers in that community were sitting at.” 
[T142, lns 15-21] 

 
 
The Board accepts the above rate design criteria as they are generally consistent 

with those previously accepted by the Board subject to the following. The Board 

considers in order to be consistent with the interim rate adjustments approved in 

Decision 8-2002, the 15% maximum increase and 105% cost of service limit 

should be applied at the community level before adjusting individual customer 

classes. The Board considers this approach would provide a higher degree of 

rate stability as it is consistent with the approach used for interim rates approved 

in Decision 8-2002. The Board directs NWTPC to design its proposed rates in 

accordance with the foregoing findings for purposes of the refiling. 

 

4.2 Evidence of the Association 

 

The Association’s presented evidence expressing concern over the existing 

community based rates. 

 

The Association argued that although the Corporation has expressed the its 

intention to or design rates that would avoid rate shock, the cumulative effect of 

the increases, have had or will have that very effect on many of the Corporation’s 

customers in general and the customers in the communities represented by the 
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Association in particular. The Association suggested the 15% maximum increase 

proposed by the Corporation would be considered high in relation to maximum 

increases considered reasonable in other jurisdictions such as British Columbia 

and Alberta. 

 

The Association submitted much of the reason for the rate shock is attributable to 

the practice of establishing rates based on community cost of service. The 

Association expressed its concern over the strict application of community cost 

based rates principles. In this regard it stated: 

 
“Merely because the residents of the larger southern communities are able 
to benefit from the good fortune of being near Hydro generators does not 
warrant such a disproportionate skewing of the rates between different 
communities.   A relatively minimal increase in the rates of the large 
population centers will make available to the Corporation a significant sum 
which if applied to the costs of the diesel communities, would allow a 
significant reduction in the rates of customers in these communities.” 
[Association Argument P17] 

 
 
The Association recommended the Corporation’s rate design should explicitly 

take into account the Territorial Power Support Program (“TPSP”) as described 

below in order to shield residential consumption up to 700 kWh per month and 

commercial and street lighting customer classes. 

 
“The Association’s solution is that for all residential customers in the NWT, 
there would be two rates.  The first rate would apply to the first 700 
kilowatts of energy consumed in the month.  The rate for this first “block” 
of 700 kilowatts of energy per month would be equal to the current 
residential rate for that community plus an amount sufficient to recover the 
fixed costs of the Corporation (general plant, administration and general 
expense costs) in providing service to general service and streetlighting 
customers.  The rates for general service and streetlighting customers 
would be reduced accordingly. 
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Obviously, it is fundamental to this proposal that the TPSP remain in place 
and that it remain unchanged so that the residential customers can 
receive an increased subsidy for the increased cost of up to 700 kilowatts 
of energy per month.  The second or trailing block rate would be equal to 
the rates proposed by the Corporation so that there would be cost-
recovery for the non-subsidized block.  
 
The portion of the fixed costs to be transferred or reallocated from general 
service and streetlighting customers to the first block of residential 
customers should be calculated so that the general service and 
streetlighting rates for all such customers of the Corporation would be 
equal to the rates paid by general and streetlighting customers of 
NUL(YK) in Yellowknife.” [Association Argument PP 23, 24] 
 

 
With respect to the Association’s concern over the strict application of the 

community cost based rates principle, YK/HR/SM submitted: 

 
“It is no part of the Board’s mandate to engage in social engineering or 
fundamental policy making on its own initiative.  As the Board has 
recognized in the past, that is the function of the Territorial government 
which must in such a pursuit, weigh all the competing interests rights and 
equities.  These include not only those spoken to by the speakers for the 
Association, but also the equally valid and compelling viewpoints of the 
Hydro communities as given a voice through such representatives as Mr. 
Charles Dent, who presented to the Board on April 10 in Yellowknife.” 
[YK/HR/SM Argument P 21] 

 
 
NWTPC responded to the Association’s concerns about rate stability as follows: 

 
“The Association has alleged that rates for its communities have increased 
over 50% in the last fifteen months.19  With respect, it is important to put 
the Association’s allegation into context.  It appears that the Association 
has included in its calculation the 2001/02 shortfall riders approved by the 
Board in Decisions 8-2002 and 9-2002.  It must be recalled, however, that 
the 2001/02 shortfall rider is a temporary rider that expires once the 
Corporation’s entire 2001/02 revenue shortfall has been collected.20 
Similarly, any 2002/03 shortfall rider and fuel riders approved by the Board 

 
19  Tr. 3, p. 77, lns. 12-14. 
20  Tr. 2, p. 55, lns. 6-9. 
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will also be temporary.  Focusing on a rate increase calculated over a 
short time frame that includes temporary riders is misleading and does not 
recognize the longer term rate stability achieved by the Corporation. 
Further, shortfall riders are put in place to allow the Corporation to collect 
revenues that would have been collected had the rates in effect reflected 
the approved revenue requirement. It is not appropriate to compare rates 
that collect current period revenues against rates that collect both current 
and past period revenues.” [NWTPC Argument P 21] 

 
 
With respect to the Association’s comments respecting the proposed maximum 

increase of 15%, NWTPC stated: 

 
“Unlike the British Columbia and Alberta integrated electric systems, the 
Corporation’s system is significantly smaller and largely made up of 
remote, small communities served by isolated diesel generation.  Absent 
the economies of scale enjoyed in other jurisdictions, a 15% rate cap is 
appropriate for the Northwest Territories.  Further, a significant portion of 
rate increases in the Northwest Territories is directly attributable to fuel 
price increases.  As noted at pages 22 and 23 of the Corporation’s Written 
Argument, the Northwest Territories does not have the luxury of being 
able to apply a lower definition of rate shock as other jurisdictions.21” 
[NWTPC Reply P 17] 

 
 
With respect to the Association’s proposal for rate design giving explicit 

recognition to the TPSP, NWTPC stated: 

 
“The Association’s proposal does not reflect sound rate making principles 
because it is entirely dependant upon continuation of the TPSP at its 
current levels and would not be robust enough to withstand future 
changes to the TPSP or to address residential customers that do not 
qualify for the TPSP.” [NWTPC Reply P 17] 

 
 
The Board notes the Association’s concern over the potential for rate shock 

resulting from rates established on the basis of community cost of service. 

 
21  Tr. 2, p. 93, ln. 5 to p. 95, ln. 14. 
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However, given the absence of a physical system integrating hydro and diesel 

communities, the creation of any form of cost averaging between hydro and 

diesel communities would be contrary to the principles of cost causation and rate 

making. This means, explicit subsidies among rate zones would be contrary to 

the principles of rate making and the Board cannot act on the recommendations 

of the Association unless directed otherwise as stated in Decision 5-95: 

 

“It is the view of the Board that if unaffordable power rates in diesel 
communities are to be subsidized by ratepayers in hydro communities or 
lower cost diesel communities, this can only be achieved by way of a 
policy direction from the GNWT, keeping in mind the existing subsidy 
program.” [P 57] 

 
 
The Board notes the rate design criteria discussed in Section 4.1 are intended to 

balance the move towards cost based rates while mitigating rate shock. The 

Board considers that the particular circumstances of the Corporation including 

cost based rates by community and the relatively high fuel costs must be 

considered in establishing the maximum increase. The Board considers the 

proposed maximum 15% increase proposed by the corporation to be reasonable 

under the circumstances.  

 

The Board notes the Association’s proposed rate design giving explicit 

recognition to the TPSP. However, the Board considers the Association’s 

proposal would not be consistent with cost based rates. Accordingly, the Board 

does not accept the Association’s proposed rate design. 
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5. REVENUE TO COST RATIOS 

 

5.1 Hydro Communities Revenue to Cost Ratio 

 

YK/HR/SM submitted the revenue cost ratios for the communities within the 

Taltson zone as well as Northland (NWT) Utilities Limited can and should be 

designed to recover as close to 100% of costs as practical. 

 

In response, NWTPC stated: 

 
“In effect, SM argues that Fort Smith, Fort Resolution and NUL(HR) rate 
classes should be given preference over other rate classes that are also 
above a 100% revenue to cost ratio.  The Corporation strongly disagrees 
with that position.  Subject to the Corporation’s other rate design 
principles, any potential rate decrease must be equally available to all rate 
classes with a revenue to cost ratio over 100%.  SM’s proposal would 
result in the Corporation unduly prefering Taltson zone rate classes over 
other rate classes.  There are ten diesel zone residential rate classes and 
nine diesel and hydro zone general service rate classes that have higher 
revenue to cost ratios than Fort Smith, Fort Resolution and NUL(HR).22  
There is no reasonable basis for unduly preferring Fort Smith, Fort 
Resolution and NUL(HR) over those 19 customer classes.  The 
Corporation’s position is that all customer classes with a revenue to cost 
ratio over 100% are equally entitled to rate decreases to the extent that 
any are available and subject to the Corporation’s other rate design 
principles.” [NWTPC Reply PP 15,16] 

 
 
The Board considers it appropriate to move all communities toward cost 

recovery. However, this move must be tempered by other rate design 

considerations including the potential for rate shock for communities seeing cost 

 
22  Ex. 3, SP,FL,LKFN-NTPC 2(f), table 3. 
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increases. The rate design criteria accepted by the Board as set out in Section 

4.1 are designed to balance the conflicting objectives of cost recovery while 

mitigating rate shock.  

 

The Board notes NWTPC’s observation that subject to the Corporation’s other 

rate design principles, any potential rate decrease must be equally available to all 

rate classes with a revenue to cost ratio over 100%.  Given the objective of 

moving all rates towards cost recovery, the Board considers there is merit in 

allocating any rate reductions such that communities and classes with relatively 

higher revenue to cost ratios in relation to the upper limit of the tolerance range 

of 105% receive a proportionately higher reduction relative to those with relatively 

lower ratios, subject to all other rate design criteria discussed in section 4.1. The 

Board directs NWTPC to take this into consideration in designing rates for 

purposes of the refiling. 

 

5.2  Hydro Zone Revenue to Cost Ratios 

 

YK/HR/SM submitted based on principles established by the Board in Decision 5-

95 that each of the Yellowknife, Taltson and Norman Wells rate zones should 

only recover their respective cost of service. Decision 5-95 states: 

 
“It is the view of the Board that if unaffordable power rates in diesel 
communities are to be subsidized by ratepayers in hydro communities or 
by lower cost diesel communities, this can only be achieved by way of 
policy direction from the GNWT, keeping in mind the existing subsidy 
program.” [P 57] 
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In response NWTPC submitted: 

 
“YK’s complaint is that the Corporation has not designed its 
Snare/Yellowknife and Taltson zone rates to reflect exactly 100% revenue 
to cost ratio.  There is no support for that position.  In fact, the Board has 
approved a range of tolerance in recognition of the fact that rates will not 
always be set at unity for a particular rate class, community or zone. 

Recognizing the judgemental nature of cost allocations reflected in 
the cost of service study, the Board has generally accepted a 
revenue cost ratio tolerance range of 95% to 105%.  The Board 
considers this range to be a  useful guide for the establishment of 
revenues and revenue cost ratios by rate class, community and 
zone.23

Both the Snare/Yellowknife rate zone (99.83%) and the Taltson rate zone 
(104.89%) are within the tolerance range and the Board should approve 
them as such.24  Any reduction of the rates in these two zones as 
compared to the Application will require additional increases in other 
communities (i.e. diesel communities) in excess of the proposed 15% rate 
cap.” [NWTPC Reply P 14,15] 

 
 
The Board is not persuaded the hydro zones should be treated differently from 

communities within the diesel zone for the purposes of applying the rate design 

criteria discussed in Section 4.1. The Board considers the Corporation should 

have the flexibility to apply the rate design criteria to all zones within its service 

territory. The Board is not persuaded the Yellowknife, Taltson and Norman Wells 

rate zones should only recover their respective cost of service as proposed by 

YK/HR/SM. 

 
23  NTPUB Decision 5-95, NTPC 1993/94 Phase II GRA (June 9, 1995) at 60-61.  See also 
NTPUB Decision 12-97, NTPC 1995/98 Phase II GRA (June 16, 1997) at 24-25; NTPUB Decision 
2-98, NTPC 1998/99 Rates (March 19, 1998); NTPUB Decision 2-99, NTPC 1999/2000 Rates 
(March 2, 1999); and NTPUB Decision 8-2002 NTPC 2001/02 Revenue Shortfall Rider and 
2002/03 Interim Refundable Rates (September 16, 2002) at 8. 
24  Ex. 3, table C. 
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6. INDIVIDUAL RATES, TOLLS AND CHARGES 

 

6.1 Northland Utilities (Yellowknife) Limited (“NUL(YK)”) and Giant Mines 
Energy Rate 

 

NWTPC proposed a two block energy rate for NUL(YK) and Giant mines. 

NWTPC explained the need for the two block energy rate as follows: 

 
“As sales vary beyond the levels used to set the average rate, additional 
load is met by higher cost diesel generation. The cost of diesel generation 
is 13.88 cents per kwh while the proposed blended rate for NUL (YK) and 
Giant Mine is 10.55 and 7.58 cents per Kwh, respectively, resulting in a 
net loss on increased sales.” [Application P 7-3, lns. 22 - 27] 

 
 
NWTPC explained the specific cut off between the first block and the second 

block is set at the annual energy in the 2002/03 approved load forecast. This 

means all load growth above the approved forecast for either customer would be 

serviced at the higher second block rate. NWTPC stated failure to address this 

rate design issue in this proceeding could lead to more frequent GRAs for the 

Snare/Yellowknife zone. 

 

NWTPC stated it does not need a second energy block to recover incremental 

diesel generation expenses attributable to higher than forecast sales in Rae/Edzo 

or Dettah because the energy rates for retail and general service in those 

communities are higher than the incremental cost of diesel.  A second energy 

block has only been proposed for those Snare/Yellowknife customer classes 

whose energy rate is less than the incremental cost of diesel because the very 

purpose of the rate modification is to track those costs going forward. 
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YK/HR/SM opposed the proposed change. YK/HR/SM submitted the proposed 

rate is asymmetrical in that it allows NWTPC to recover any additional costs 

incurred due to higher than forecast load growth and increased diesel generation 

while allowing NWTPC to retain the benefits of lower than forecast load growth 

and decreased diesel generation for only these two customers. YK/HR/SM 

submitted it is inappropriate to focus on one component of increased costs in 

isolation; costs for the Snare Yellowknife system could change as a result of the 

corporation assuming control of the Bluefish plant and revenues could change as 

a result of higher demand revenues through load growth. YK/HR/SM submitted 

the Corporation would need to be back before the Board in any event as a result 

of changes to the Miramar contract and there is no urgency to approval of the 

proposed rate. 

 

NWTPC, in reply, stated: 

 
“Implicit in YK’s position is the assumption that a benefit in the form of a 
13.88¢ per kWh avoided cost will accrue to the Corporation if NUL(Yk) 
annual consumption is less than the load forecast.  That assumption is 
incorrect.  The Corporation’s approved revenue requirement is based on 
the load forecast priced at a blended energy rate reflecting both hydro and 
diesel generation.  To the extent that the negotiated settlement load 
forecast is not met (i.e. consumption is less than 150,720,446 kWh), the 
avoided costs are blended costs (not simply incremental diesel costs) 
because there will always be some diesel generation supplying the first 
block energy.25” [ NWTPC Reply P 13] 

 
 

“The Corporation acknowledges that integration of the Bluefish station will 
eventually allow for more coordinated operations and perhaps operating 
efficiencies.  However, such efficiencies are not forecast to occur until 
2007 or 2008.26  Further, future hydro operational efficiencies are not 
relevant to the proposed rate modification.  It does not matter how the 

 
25  Tr. 1, p. 48, lns. 2-10. 
26  Tr. 1, p. 57, ln. 1 to p. 58, ln. 2. 



The Public Utilities Board 
Of the Northwest Territories 37 
Decision 3-2003 
 

 

                                           

hydro system is operated or what cost efficiencies may be eventually 
gained through integration of the Snare and Bluefish facilities.  Rather, the 
increase in diesel generation expense is substantiated because energy 
consumed above the load forecast will be generated by diesel, not a blend 
of diesel and hydro.27

 
Respecting YK’s implicit request for an assessment of incremental 
demand charge revenues, it is noted in section 3(a) above that the current 
rate does not recover all of the demand related costs attributable to 
NUL(Yk).  To the extent that the Corporation collects any incremental 
demand charge revenues, such revenues would appropriately recover 
more of NUL(Yk)’s demand related costs.  The proposed 13.88¢ per kWh 
rate is designed to only recover the incremental cost of supplying energy 
and not the incremental cost of demand growth which will recovered by 
the demand charge.” [NWTPC Reply PP 13,14] 

 
 
With respect to the mechanics of how the second block energy rate would be 

applied to the second block energy consumption NWTPC stated: 

 
“In terms of whether it's paid at year end  
or -- or on a monthly basis, that's simply a mechanics 
 
question of how the -- how the billing is applied.  One could 
come up with proxy numbers for each month and do the 
adjustments and then just do a true-up at year end. 
But to the extent that these numbers could 
vary up or down, you'd want to make sure there would be 
annual reconciliation reflects the costs that it's the annual 
number of kilowatt hours that matter.  Having a high month 
and a low month doesn't necessarily drive more diesel.  It 
may just allow the water to be moved, it's only have a high 
year that drives more diesel. 
So it's the annual number that matters.  On a 
practical basis, it could be applied monthly on a bill, but 
that's -- that's more of a -- a detail, if I can put it that 
way.” [T189, lns 24,25 - T190, lns 1-14] 

 
 

 
27  Tr. 1, p. 46, lns. 2-18. 
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The Board notes YK/HR/SM’s concerns respecting the asymmetric nature of the 

two block energy rate. The Board agrees if the Corporation has the ability to 

recover increased fuel costs when load is higher than forecast it should also be 

required to refund any decrease in fuel costs due to load reduction relative to 

forecast. The Board also notes the proposed rate would require year end 

reconciliations to ensure the second block energy consumption is determined 

correctly. This means there is little difference between the proposed mechanism 

and establishment of a separate deferral account. Given these considerations, 

the Board is not prepared to approve the two block energy rate for NUL(YK). 

However, Board recognizes as valid the reasons the two block energy rate was 

proposed. The Board will not preclude the Corporation from proposing some 

other mechanism of cost recovery that takes into account the asymmetry concern 

noted above. NWTPC’s request for approval of a two block energy rate for 

NUL(YK) and Giant Mines is denied. 

 

6.2 Northland Utilities (Yellowknife) Limited Demand Ratchet 

 

NWTPC proposed to increase the demand ratchet for the NUL(YK) rate from 

85% of peak demand to 100% of peak demand established by the customer. 

NWTPC stated this matter of raising the ratchet percent was considered during 

the 1995/98 GRA Phase II negotiated settlement and it was agreed that a move 

to a 100% ratchet might be too abrupt and that movement to an 85% ratchet 

would be more appropriate at the time. NWTPC submitted a move to a 100% 

ratchet will result in the NUL(YK) ratchet being the same as that for other large 

customers and commercial customers in all communities. 

 

YK/HR/SM submitted there are significant differences between other large 

customers and NUL(YK) which is a wholesale customer. For example, each 
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mining or industrial customer would have considerable direct control over its 

peak demands, while NUL(YK) would have very little control. 

 

YK/HR/SM submitted the Corporation has not provided any evidence as to the 

extent to which the NUL(YK) peak coincides with system peak: 

 
“Mr. Bowman testified that it is a customer’s  peak over the course of the 
year that drives the amount of generation plants that are required28.  It is 
self-evident this is only true to the extent that customer’s peak coincides 
with the system peak.  On this point NTPC bears the onus of proof and 
has provided no evidence.” [YK/HR/SM Argument P 13] 

 
 
YK/HR/SM questioned whether the 100% ratchet in fact strikes the right balance 

in terms of providing appropriate price signals: 

 
“In view of the demand ratchet practices of Northland and other utilities in 
Alberta, SM questions the appropriateness of NTPC’s 100% demand 
ratchet as it applies to General Service Customers. The purpose of a 
demand ratchet is to provide a price signal to customers to control their 
peak demand29. The question is whether a 100% demand ratchet provides 
a price signal to customers or whether it is punitive to those customers 
who occasionally have a load excursion. It appears that other utilities have 
struck a balance in coming to what appears to be a fairly universal 85% 
demand ratchet for wholesale, industrial and general service customers.” 
[YK/HR/SM Argument P 13] 

 
 
NWTPC responded to YK/HR/SM as follows: 
 

“As noted by SM, it is the extent that a customer’s peak coincides with the 
system peak over the course of the year that drives the amount of 
generation plant required.30  Contrary to SM’s assertion, however, the 
Corporation has provided relevant evidence and met its onus of proof on 
that point.  In the case of NUL(Yk), its coincidence factor was 0.96 from 

 
28 Transcript, April 9, p. 38 lines 3- 18 
29 Transcript, April 9, p.39 
30  YK/HR/SM Argument, p. 13. 
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1999 to 2001.31  Clearly NUL(Yk)’s peak is driving the system peak.  
When the Miramar Con and Giant mines suspend mining operations, 
NUL(Yk) will be primarily responsible for the Snare/Yellowknife system 
peak.” [NWTPC Reply P 12] 

 
 
With respect to the practical application of the rider, NWTPC stated: 

 
“SM appeared to express some concern that NUL(Yk)’s demand ratchet 
may be triggered by “...an artificial peak arising from the cold load pick up 
following a prolonged outage”.32  The Corporation confirms that it will 
adjust demand readings for NUL(Yk), as well as Miramar Con and Giant 
mines, in the event of abnormal operating conditions lasting in excess of 
48 hours caused by unanticipated events on the interconnected electric 
system.” [NWTPC Reply P12] 
 

 

The Board notes the coincidence factor of 96% for the NUL(YK) load. Given the 

high coincidence factor, the Board considers the Corporation’s proposal to move 

the NUL(YK) demand ratchet percentage to 100% reasonable. Accordingly, the 

Board approves NWTPC’s proposed 100% demand ratchet for NUL(YK). 

 

The Board notes YK/HR/SM’s concern whether the 100% demand ratchet for 

commercial customers strikes the right balance between providing the right price 

signals to control peak demand and being punitive to those customers who 

occasionally have a load excursion. The Board has addressed this matter in 

Section 9.1 of this Decision. 

 
31  Ex. 2, p. 9-4, table A. 
32  YK/HR/SM Argument, p. 12-13. 
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6.3 Retail Standby Service Rates 

 

NWTPC proposed a new retail standby rate primarily to respond to demand for 

such a rate from customers with access to self generation from natural gas in 

Norman Wells and Inuvik. Under the proposed rate, customers would be charged 

a monthly customer charge equal to the full monthly general service customer 

cost calculated from the cost of service study. Customers would also be charged 

a demand charge equal to the full cost of demand reflected in the cost of service 

study. 

 

Although the Corporation has proposed standby rates, it does not appear to have 

looked at the cost characteristics of serving standby loads. The Corporation 

indicated the standby rates were being proposed at this time in order to provide 

potential self generation customers an indication of what it would cost to provide 

standby service, in order to assist them in their evaluation of potential self 

generation opportunities.  

 

The Corporation submitted: 

 

“The proposed retail stand-by service rates will not shift costs between 
communities or customer classes.33  Further, the Corporation does not 
have any existing stand-by customers and has not forecast any revenue 
from those rates.34  It is important to note that the Corporation will develop 
a stand-by service agreement that addresses interconnection standards, 
subscription periods, exit fees and re-subscription fees.  The Corporation 
will seek Board approval of that agreement.35” [NWTPC Argument P 19] 

 

 
33  Ex. 10, p. 2; Tr. 1, p. 27, lns. 22-23; Tr. 2, p. 171, lns. 22-23. 
34  Ex. 3, SP,FS,LKFN-NTPC 7(b) & (c). 
35  Tr. 2, p. 173, lns. 12-25. 
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The Board notes the Corporation has done very little analysis to ascertain the 

cost characteristics of standby service customers. The Board considers it is 

appropriate to provide realistic estimates of standby service costs to potential self 

generation customers by undertaking further analysis in this regard. The Board 

directs the Corporation to file the results of a study assessing the cost of 

providing standby service together with a proposed standby service agreement 

including proposals for interconnection standards, subscription periods, exit fees 

and re-subscription fees within 90 days of this Decision. NWTPC’s request for 

approval of standby rates in this application is not approved. 

 

6.4 Space Heating Rate for Taltson Hydro 

 

YK/HR/SM submitted the Corporation should review the feasibility of offering a 

firm economically discounted rate for space heating or other use to increase 

utilization of the Taltson plant: 

 
“While no electrical system is 100% reliable, it must be noted that NTPC 
has not evaluated the incremental cost of diesel generation required to 
support the hydro and transmission system to bring it to an acceptable 
level of reliability such that it could offer a firm rate that could take 
advantage of up to the 94 GWh of energy that was spilled at Taltson in 
1999/2000, for example. Given that any incremental energy from Taltson 
is essentially free and even if 5% diesel were required for outages (at the 
13.88 cents per kWh proposed for the NUL (Yk) second block), the 
average cost would still only be 0.7 cents per kWh. Based on Exhibit 16, it 
appears that NTPC could market up to 9 MW of firm energy at a relatively 
low cost.  
 
It appears that the prospects for interruptible load or export of energy have 
not and may not materialize for some time. HR/SM submit that the Board 
should direct NTPC to review the feasibility of offering a firm economically 
discounted rate for space heating or other use in an attempt to increase 
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revenues from the Taltson hydro plant which is grossly under-utilized.” 
[YK/HR/SM Argument PP 18,19] 

 
 

With respect to a space heating rate, NWTPC stated: 

 
“The Corporation is pleased to discuss with potential customers the use of 
surplus Taltson system power.  The Corporation is concerned, however, 
that all potential customers fully appreciate the circumstances under which 
surplus Taltson system power could be supplied.  Any rate developed 
would have to be an interruptible rate because it will be served from 
surplus hydro and the rates for that type of service would not cover diesel 
generation in the event of a transmission line outage, maintenance to a 
hydro unit or additional load coming on to the system, such as the Pine 
Point Mine reopening.36  Further, the customer’s load requirement may 
come at a time when the system has its least surplus.  As Mr. Grabke 
explained, hydro surplus does not occur throughout the year.  Rather, “[i]t 
occurs in opposition to the load of Fort Resolution, Fort Smith, and Hay 
River.  So in other words, you have left very little surplus energy during the 
winter, and an awful lot during the summer.  So some projects like heating 
and that, are in conflict to when the surplus is occurring.”37 [NWTPC 
Argument P 20] 

 
 
The Board notes NWTPC’s statement that firm rates cannot be offered due to 

limitations imposed by transmission reliability. However, the Board considers 

diesel generation if strategically located close to loads may perhaps be used to 

overcome the transmission reliability problems. This is how the Board 

understands YK/HR/SM’s suggestion. The feasibility of this option has not been 

explored by NWTPC. The Board also notes the Corporation’s willingness to 

discuss with potential customers the use of surplus Taltson system power. The 

Board directs the Corporation to investigate the feasibility of these options and 

provide a report at the time of the next GRA. 

 

 
36  Tr. 1, p. 114, ln. 14 to p. 115, ln. 13. 
37  Tr. 1, p. 115, lns. 20-25 
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6.5 Time of Use Rates 

 

The Association submitted in its evidence that the Board should require NWTPC 

to investigate time of use rates: 

 
“More generally, the Board ought to require NTPC to investigate time-of-
use rates since many general service customers can likely shift load to 
non-peak hours, which ought to reduce demand-related costs.” [EX 4,P 4] 

 
 
NWTPC stated only a very small number of its customers could make use of time 

of use rates and even for those customers there should be a tie to the potential 

cost savings resulting from time of use rates: 

 
                              “so, what we’re really talking about is the 
peaks, can you move the peaks. Time-of-use rates would be 
relevant to send a price signal to customers, to the extent 
that the customers can respond to those price signals. 
                            In most cases the types of customers served by 
the Power Corporation are not the types that one would 
normally identify as being able to respond to price signals. 
A -- supermarket or a hotel doesn’t have a lot of potential 
to shift their load.  Their load is driven by the hours of 
day when the lights need to be on and their refrigerators 
need to be on. 
                    So, it’s a very small number of customers who 
actually have loads, on a practical basis, that they can move 
around to take use of -- to gain the benefit of a – of 
a time-of-use rate. 
Even for those customers who can move the 
load, the savings that would result from shifting it would 
have to be tied to the fact that there's actually a savings 
in costs on the system. 
                      And a savings in the costs on the system would 
arise when the peak in the community is driving the need for 
 
new investment in a larger diesel plant, or a larger 
capacity. 
In those cases, given that there’s a very 
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small number of customers that we're talking about who can – 
who can even take benefit from that, a much more straight- 
forward proposal would be for the Corporation, when it 
reviews the plant that it needs to add, to consider not only 
a passive capital addition, to say our peak is currently 2 
megawatts, we have 1.9 installed and we need to add one (1), 
but also to say what can we do to curb that 2 megawatt peak. 
                       And in those cases go to directly talk to the 
customer who may have the ability to shed load at those times 
or shift load and just individually arrange a means to have 
that customer shift -- use their load to address the – the – 
-load pattern.” [T157, lns 5-25 - T158, lns 1-15] 

 
 
The Board considers there is merit in the Association’s proposal even though it 

may have limited application at the present time. The Board believes it is 

appropriate to provide the right price signals that would result in delaying new 

plant additions. The Board directs NWTPC to investigate the benefits and market 

potential for time of use rates and address this matter at the time of the next 

GRA. 
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7. TERMS AND CONDITIONS OF SERVICE 

 

7.1 Maximum Corporation Investment 

 

In response to PUB-NTPC 22 (d), NWTPC indicated the Corporation’s maximum 

investment level in customer facilities has stayed the same over the last 10 

years. NWTPC confirmed it has not carried out any assessments to confirm 

whether or not these investment levels remain appropriate. The Corporation 

stated as follows in its Reply Argument: 

 
“YK/HR/SM request that the Corporation be directed to “…review its 
current connection costs as compared to its investment levels and file that 
information at its next GRA, at the latest.”38  The Corporation concurs with 
that request.39” [NWTPC Reply P 19] 

 
 
The Board directs NWTPC to carry out an assessment of maximum corporation 

investment levels for the next GRA. 

 

7.2 Changes to Terms and Conditions of Service 

 

The revisions proposed to the Terms and Conditions of Service in NWTPC’s 

application are hereby approved subject to revisions and deletions identified by 

the Corporation and to the following reservations and changes: 

 

 
38  YK/HR/SM Argument, p. 23. 
39  NWTPC Written Argument, pp. 2, 33 and 35. 
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Section 2.8: the words “(including, without reservation, individual members of 

such association)” are struck out. 

 

Section 10.2: the words “with the exception of residential areas” are inserted after 

the word “property” in the first sentence of the first paragraph. 

 

Section 13.2: largely duplicates the effect of section 13.3 and is not approved 

 

Section 13.3: The subheading above this section should read “Limitation of 

Corporate Liability”. 

 

Section 14.1: Is not approved. The Board is not convinced that a customer 

should be exposed to liability for losses or damages to third parties arising from 

the use of the Corporations’ Service. The Board does not feel that Customers 

could reasonably be expected to be aware of this kind of liability imposed 

thorough Terms and Conditions of Service. 
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8. FINAL RECONCILIATION 

 

In its opening statement provided at the commencement of the Yellowknife 

hearing, NWTPC indicated it had detected a linking error in the Phase I 

negotiated settlement tables and consequently in the Phase I approved revenue 

requirement for each of the test years. Correction of the error results in a lower 

revenue requirement for both test years. In response to Exhibit 27, NWTPC 

provided a reconciliation of the Phase I negotiated settlement revenue 

requirement with the corrected revenue requirement. Based on Exhibit 27, the 

Board approves the corrected revenue requirement for 2001/02 and 2002/03 as 

follows: 

 

Board Approved Revenue Requirement 2001/02  $63,236,000 

Board Approved Revenue Requirement 2002/03 $66,344,000 

 

With respect to finalization of rates resulting from these proceedings, NWTPC 

requested the following of the Board: 

 

(i) directing the Corporation to file with the Board within 30 days of its 
decision a final cost of service report for the test years 2001/02 and 
2002/03 incorporating the updates to the cost of service discussed 
in section 3 below and revisions to the approved revenue 
requirement discussed in Exhibit 27; 

(ii) approving the rate design principles discussed in section 4 below 
and directing the Corporation to file with the Board within 30 days of 
its decision final rates for 2002/03 based on the final cost of service 
and approved rate design principles, to be effective as soon as 
practical following a final Board decision; 

(iii) ordering that the 2001/02 interim rates and shortfall riders approved 
by the Board in Decisions 5-2001, 8-2002 and 9-2002 are final and 
directing the Corporation to file with the Board within 30 days of its 
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decision a final calculation of the 2001/02 revenue shortfall 
collected by community consistent with the principles set out in 
Decision 8-2002, the final cost of service and revisions to the 
approved revenue requirement discussed in Exhibit 27; 

(iv) directing the Corporation to file with the Board within 30 days of its 
decision a final calculation of the 2002/03 revenue shortfalls by 
community and customer class based on the final cost of service 
and revisions to the approved revenue requirement discussed in 
Exhibit 27; 

(v) directing the Corporation to file with the Board within 30 days of its 
decision a recommendation respecting finalization of the 2002/03 
interim rates based on the final cost of service and revisions to the 
approved revenue requirement discussed in Exhibit 27; [NWTPC 
Argument P 2] 

 

 

Having considered the above request, the Board directs NWTPC as follows with 

respect to finalization of rates: 

 

i) to file within 30 days of this Decision a final cost of service study for the test 

years 2001/02 and 2002/03 incorporating the changes to the cost of service 

discussed in section 3 of this Decision and revisions to the revenue 

requirement discussed above; 

 

ii) to file within 30 days of this Decision final rates for 2002/03 based on the final 

cost of service and approved rate design principles, to be effective as soon as 

practical following a final Board Decision; 

 

iii) to file within 30 days of this Decision a final calculation of the 2001/02 

revenue shortfall collected by community consistent with the principles set out 

in Decision 8-2002, the final cost of service and revisions to the approved 

revenue requirement discussed above; 
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iv) to file with within 30 days of this Decision a final calculation of the 2002/03 

revenue shortfalls by community and customer class based on the final cost 

of service and revisions to the approved revenue requirement discussed 

above; 

 

v) to file within 30 days of this Decision a recommendation respecting 

finalization of the 2002/03 interim rates based on the final cost of service and 

revisions to the approved revenue requirement discussed above 
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9. OTHER MATTERS 

 

9.1 Requests for Consultations and Commentary 

 

The Village of Fort Simpson, Hamlet of Fort Liard and Liidlii Kue First Nation, in a 

letter to the Board dated April 7, 2003, indicated the Board should direct the 

Corporation to increase its level of consultations with communities in the planning 

of capital expenditures that would have a significant effect on power rates. They 

also indicated their desire to be kept informed of any changes to the TPSP that 

may have an impact on electricity rates. They expressed the desire for increased 

participation in the development of Government and NWTPC policy as it affects 

end users of electricity through initiatives such as the paper on energy strategy. 

 

In its Argument, NWTPC submitted: 

 

“With respect to the first concern that the Board direct more community 
consultation respecting capital expenditures, it is the Corporation’s 
position that such a direction from the Board is both unnecessary and not 
supported by the record in this proceeding.  Ms. Goucher stated in the 
Corporation’s opening statement that the Corporation is: 
 

…not aware of any specific issues that Mr. Ackroyd or his clients 
would like to bring to the attention of the Corporation in this regard. 
 
However, I will commit to getting in touch with each of those 
communities to see if I can find out where their concerns lie.  In my 
experience, however, particularly in the last few years, I would 
suggest that the Corporation has made considerable improvements 
in its efforts to communicate with communities.40

 
40  Tr. 1, p. 30, ln. 23 to p. 31, ln. 4. 
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Given the uncertainty as to the exact nature of the expressed concern and 
the Corporation’s commitment to contact each of the Village of Fort 
Simpson, Hamlet of Fort Liard and Liidlii Kue First Nation, it is clear that a 
direction from the Board on this matter is not warranted.” [NWTPC 
Argument P 32] 

 
 
The Association recommended in its Argument the Board ought to comment on 

the vagaries that a cost based rate design imposes on small diesel communities: 

 
 

“It is submitted that the PUB has a unique opportunity to articulate the 
unique circumstance of the Northwest Territories and to indicate how 
those unique circumstances have created a rate methodology that must 
be adjusted.  This decision could give vital and sophisticated information 
to the government’s energy strategy forum.  The anticipated public debate 
regarding rate adjustments leading to fairness, i.e. levelized or postage 
stamp rates, will be more useful and productive and lead to a viable 
solution if the debate has the foundation of knowledge that the expertise of 
the Board can provide.  The Board in our submission should articulate in 
this decision the vagaries that a cost based rate design imposes upon 
small diesel communities.” [Association Argument P 27] 

 
 
The Association also recommended the Corporation should investigate the 

possibility of extending the TPSP to cover renters: 

 
“It is submitted that the Board should recommend that the Corporation 
investigate and facilitate a programme whereby renters, including 
especially those in homes and apartments, would pay rates as residents 
and qualify for the TPSP.  This would alleviate the current inequity 
whereby apartment building owners, who do not have individual metering 
and who are general service customers, do not qualify for the TPSP.” 
[Association Argument P 28] 
 

 

The Association recommended the Corporation should conduct system wide 

discussions explaining the demand charge to general service customers: 
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“At Transcript 3, pages 104 to 116, is a discussion regarding the Inuvik 
Rec Centre and the high demand charge of $2,000/month based on six to 
eight hours of peak use in the year when the chillers are operating in the 
Fall to freeze the ice surfaces for the first time in months.  
 
At page 114, the Corporation offered to have one of its representatives 
speak to a representative of Inuvik to discuss the demand charges.  The 
Association submits that the Board should make a recommendation that 
such discussions occur system wide, especially for general service 
customers.” [Association Argument P 28] 

 
 

NWTPC submitted the matters concerning TPSP and Government Energy 

strategy are beyond the scope of this proceeding. 

 

With respect to the Association’s request for consultations on demand charges 

NWTPC stated: 

 
“The only customers that expressed a concern in this proceeding about 
not understanding the basis for a demand charge were Inuvik, in respect 
of its recreation centre, and the Hamlet of Tuktoyaktuk.41  The Corporation 
has already undertaken to consult with Inuvik and any other customer that 
is unclear respecting the basis for demand charges and how they may be 
able to control those charges.42  A requirement that the Corporation 
consult on a system wide basis is far too broad given the concerns 
expressed in this proceeding.” [NWTPC Reply P 18] 

 
 
The Board notes the concern of the Village of Fort Simpson, Hamlet of Fort Liard 

and Liidlii Kue First Nation that the Corporation should increase its level of 

consultations with communities in the planning of capital expenditures that would 

have a significant effect on power rates. The Board considers this to be a useful 

recommendation particularly if the consultations can lead to better planning of 

resource additions. The Board notes one of the major drivers of rate change at 

 
41  Tr. 2, p. 105; Tr. 3, p. 133. 
42  Tr. 2, p. 107, lns. 3-20. 
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the community level is capital additions. Systematic consultations with customers 

when planning future capital projects could potentially result in the identification 

of alternatives including demand side management initiatives. The Association 

has identified time of use rates as a potential demand side management 

initiative.  

 

The Board notes the Association’s concern that the Corporation consult with 

general service customers on a system wide basis with respect to the 

management of demand charges. The Board recognizes the need for educating 

customers with respect to the wise use of electricity including the purpose of 

demand charges and demand ratchets.  

 

The Board also notes YK/HR/SM’s concern that a 100% demand ratchet may not 

strike the right balance between providing the right price signals and being a 

punitive rate for certain customers. The Board believes these are matters that 

should be subject to consultations with affected customers and if necessary 

NWTPC should consider changes to the design of demand charges for 

commercial customers at the time of the next GRA. 

 

The Board considers NWTPC should give priority to the foregoing matters as part 

of its communication and consultation strategy. Accordingly, NWTPC is directed 

to file a proposal as part of its phase 2 refiling describing how the Corporation 

intends to communicate with its customers in regard to future resource planning 

and capital additions, as well as, on the wise use of electricity by commercial 

customers with particular emphasis on demand charges and ratchets.  

 

The Board notes the Association’s comment with regard to the vagaries that a 

cost based rate design imposes on small diesel communities. The Board 

considers the foregoing directions on the need for consultations particularly when 
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large capital projects are being planned, may help address the Association’s 

concerns in some respects although not in all. The Board also notes the fuel 

stabilization accounts that have been in place for sometime were designed to 

mitigate rate shock resulting from fuel price changes.  

 

The Board will not comment on matters relating to the TPSP or the Government 

Energy strategy as these matters are considered to be outside the Board’s 

jurisdiction. 
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10. SUMMARY OF BOARD DIRECTIVES 
 
1. The Board directs NWTPC to identify the cost of any stranded Pine Point 

legacy assets and address the appropriate allocation of these assets in the 

Phase II refiling. 

 
2. The Board directs NWTPC to revise the cost allocations for the Taltson 

system in accordance with the cost allocation principles used for the 

Snare/Yellowknife system. The separate costs based on the study for each of 

Fort Smith and Fort Resolution should be used to develop cost based rates 

for each of those communities. 

 

3. The Board directs NWTPC to reflect the corrected line loss percentage for the 

Bluefish transmission line in its refiling. 

 

4. The Board directs NWTPC to use a maximum line loss percentage of 8% for 

cost allocation purposes for the retail communities of Dettah, Rae Edzo, Fort 

Smith and Fort Resolution. 

 

5. The Board directs NWTPC to correct the Rae Edzo transmission gross plant 

in accordance with the submission made in page 10 of its Argument. 

 

6. The Board considers that the 15% maximum increase and the 105% cost of 

service limit should be applied at the community level before adjusting 

individual customer classes and directs NWTPC to design its proposed rates 

in accordance with this finding for purposes of the refiling. 
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7. The Board notes NWTPC’s observation that subject to the Corporation’s other 

rate design principles, any potential rate decrease must be equally available 

to all rate classes with a revenue to cost ratio over 100%. Given the objective 

of moving all rates towards cost recovery, the Board considers there is merit 

in allocating any rate reductions such that communities and classes with 

relatively higher revenue to cost ratios in relation to the upper limit of the 

tolerance range of 105%, receive a proportionately higher reduction relative to 

those with relatively lower ratios, subject to all other rate design criteria 

discussed in section 4.1. The Board directs NWTPC to take this into 

consideration in designing rates for purposes of the refiling. 

 

8. The Board directs the Corporation to file the results of a study assessing the 

cost of providing standby service together with proposed standby service 

agreement including proposals for interconnection standards, subscription 

periods, exit fees and re-subscription fee within 90 days of this Decision. 

 

9. The Board notes NWTPC’s statement that firm rates cannot be offered due to 

limitations imposed by transmission reliability. However, the Board considers 

diesel generation if strategically located close to loads may perhaps be used 

to overcome the transmission reliability problems. This is how the Board 

understands YK/HR/SM’s suggestion. The feasibility of this option has not 

been explored by NWTPC. The Board also notes the Corporation’s 

willingness to discuss with potential customers the use of surplus Taltson 

system power. The Board directs the Corporation to investigate the feasibility 

of these options and provide a report at the time of the next GRA. 

 

10. The Board directs NWTPC to investigate the benefits and market potential for 

time of use rates and address this matter at the time of the next GRA. 
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11. The Board directs NWTPC to carry out an assessment of maximum 

corporation investment levels for the next GRA. 

 

12 The Board directs NWTPC as follows with respect to finalization of rates: 

 

i) to file within 30 days of this Decision a final cost of service study for the 

test years 2001/02 and 2002/03 incorporating the changes to the cost of 

service discussed in section 3 of this Decision and revisions to the 

revenue requirement discussed in section 8 of this Decision; 

 

ii) to file within 30 days of this Decision final rates for 2002/03 based on the 

final cost of service and approved rate design principles, to be effective as 

soon as practical following a final Board Decision; 

 

iii) to file within 30 days of this Decision a final calculation of the 2001/02 

revenue shortfall collected by community consistent with the principles set 

out in Decision 8-2002, the final cost of service and revisions to the 

approved revenue requirement in section 8 of this Decision; 

 

iv) to file with within 30 days of this Decision a final calculation of the 2002/03 

revenue shortfalls by community and customer class based on the final 

cost of service and revisions to the approved revenue requirement 

discussed in section 8 of this Decision; 

 

v) to file within 30 days of this Decision a recommendation respecting 

finalization of the 2002/03 interim rates based on the final cost of service 

and revisions to the approved revenue requirement discussed in section 8 

of this Decision. 
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11. BOARD ORDER 

NOW, THEREFORE IT IS ORDERED THAT: 
 

1. NWTPC shall prepare and file with the Board that information required to 

comply with the directions contained in this Decision. 

 

2. The interim rates and shortfall riders approved by the Board in Decisions 

5-2001, 6-2002, 8-2002 and 9-2002 are approved as final rates. 

 

3. The Terms and Conditions of Service attached hereto as Appendix 1 are 

approved with the revisions and deletions identified at section 7.2 of this 

Decision. Sections 13.2 and 14.1 are not approved. 

 

4. Nothing in this Decision and Order shall bind, affect or prejudice the Board 

in its consideration of any other matter or question relating to Northwest 

Territories Power Corporation. 

 
      ON BEHALF OF THE 
      PUBLIC UTILITIES BOARD 
      OF THE NORTHWEST TERRITORIES 
 
 
 
 
       
      DATED June 26, 2003 
      John E. Hill 
      Chairman 
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