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1. APPLICATION 

 

By letter dated March 17, 2010, Northwest Territories Power Corporation 

(“NTPC”) submitted an application requesting the Northwest Territories Public 

Utilities Board (“the Board”) to issue an Order exempting NTPC from certain 

requirements of the Public Utilities Act (“the Act”) with respect to providing 

residual heating in the community of Fort Liard. 

 

In its application, NTPC provided a description of residual heating service for 

space or process heating as follows: 

“NTPC proposes to provide residual heating service for space or process 
heating based on the availability of heat generation as a by-product of 
thermal energy generation. In determining the availability of heat, NTPC 
will consider only operations that are within the normal operating regime of 
the facilities so as not impact either maintenance requirements or service 
lives. 
 
Residual heat service for space or process heating will only be available 
subject to the following conditions: 
 

• NTPC will make available and sell to the customers and the 
customers shall take delivery of and purchase from NTPC such 
heat as may be required by the customer for heating purposes and 
as may be available from the residual heating system. 

• The customer must acknowledge and agree that the amount of 
heat available to the Corporation for distribution to the residual 
heating system will vary and, as a result, the amount of heat 
delivered to the customer will also vary. NTPC is not obligated to 
deliver any amount of heat, or any heat at all, to the customer. 

• The customer will maintain its existing heating system to ensure on-
site capacity to provide 100% of its heating requirements in the 
event of residual heat interruptions. 
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NTPC has entered into contracts with each customer setting out the terms 
for the supply of the residual heat service, including the rate for providing 
the service and the limitations on the service as described in this 
application. 
 
NTPC proposes to credit the revenues from the sale of residual heat, less 
any directly attributable costs of providing the residual heat service such 
as billing or administration costs, to the regulated electric service 
customers. These revenues would be treated in NTPC’s cost of service 
study as miscellaneous revenues for the system providing the residual 
heat. As such, any forecast revenues from providing the residual heat 
service would act as an offset to the revenue requirement for the system 
and provide a net benefit to regulated customers.” 
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2. SECTION 18 EXEMPTION 

 

NTPC constitutes a “public utility” within the meaning of section 1 of the Act. As 

such, its rates are subject to the Board’s regulatory jurisdiction. 

 

Section 18 of the Act provides as follows: 
 

18(1) The Board may, on its own initiative or on application of a person 
having an interest, by order, declare 

(a) that a public utility is not for the purposes of this Act a 
public utility; and  

(b) that a provision of this Act does not apply to 
(i) a public utility or 
(ii) goods or services offered or provided by a 

public utility. 
(2) The Board may impose the terms and conditions that the Board 

considers necessary on an order made under subsection (1). 
 

Having regard to the circumstances surrounding NTPC, its customers and the 

market for energy for heating in the Northwest Territories, NTPC has submitted 

to the Board that the public interest is best served by exempting NTPC from 

having to comply with the full regulatory requirements under the Act with respect 

to providing residual heat service for space or process heating in Fort Liard in 

accordance with the March 17, 2010 application. 
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3. CONSIDERATION OF THE APPLICATION 

 

In its application, NTPC points out that it faces competition in the form of heating 

oil, propane, and other alternative fuel sources in Fort Liard. 

 

The Board accepts that competition from alternative fuels for space and process 

heating exists and the competition appears to be sufficient to negate the need for 

full regulation of residual heat service for space or process heating. 

 

The Board notes NTPC’s statement that, it will require as a condition for 

providing residual heat service for space or process heating, customers 

subscribing to the residual heat service maintain an alternate heating fuel source. 

This will ensure both the customers have a functioning heating alternative in the 

event of the interruption of the residual heat for space or process heating and 

also that customers maintain the opportunity to switch to another heating source 

should they determine that the price of the residual heat service becomes 

uncompetitive, without incurring any additional conversion costs and without the 

need to replace equipment. 

 

The Board notes NTPC’s statement that another important factor supporting the 

requested exemption is that each of the customers subscribing to the residual 

heat service for space and process heating will have agreed to the rate 

established, indicating that customers are of the view that the rates are fair and 

reasonable. Customers’ agreement on rates further demonstrates that full 

regulation of residual heat service for the purpose of space heating is not 

required. 
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The Board also notes that NTPC has developed the conditions under which it 

would be willing to provide the residual heat service in order to protect the 

interest of its regulated electricity customers. NTPC stated that it would credit any 

net revenues to the cost of providing electricity service; NTPC submitted this 

service would provide a benefit to regulated electricity customers. 

 

The Board finally notes that the significant costs to NTPC and its customers 

associated with the full regulation of the residual heat service for space or 

process heating provides additional justification for an exemption under Section 

18. NTPC stated that it expects that revenues from the service will be small 

compared to the overall revenues of the Corporation. The costs associated with 

full regulation for the residual heat service, including internal accounting costs, 

filing preparation costs, costs associated with rate hearings, etc., would 

substantially increase the cost of providing the service. Further, the very nature 

of the service, that is residual heat that is provided at the discretion of NTPC in 

order to protect the interests of regulated electricity customers, means that there 

may be requirements to interrupt or discontinue the service. This would mean 

that NTPC would have no ability to recover the full regulatory costs from the 

residual heat customers and this, in turn, would negatively impact regulated 

electricity customers. NTPC submitted that it is not necessary to incur these 

costs and it is in the best interest of NTPC’s regulated customers that these costs 

be avoided, particularly in light of the fact that effective competition exists to 

control residual heating rates, and customers will have agreed to the rates for the 

service. 
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4. DECISION 
 

As discussed in section 3, the Board accepts that competition for alternative fuels 

exists and the competition appears to be sufficient to negate the need for full 

regulation. 

 

Residual heat service for space or process heating is not a monopoly and given 

that competition is present and the customers have the ability to use alternate 

sources of supply, the Board concludes that the NTPC need not be subject to full 

regulation with respect to the provision of residual heat service for space or 

process heating. Accordingly, the Board will approve NTPC’s request for 

exemption for provision of residual heat service for space or process heating in 

Fort Liard in accordance with the March 17, 2010 application subject to certain 

conditions noted below and in the Order Section of this Decision 

 

By virtue of the fact residual heat service will be a competitive service the Board 

expects the contracts to reflect market based pricing having regard to the nature 

and firmness of residual heat supply relative to other competitive sources of heat 

supply in Fort Liard. 

 

The Board notes NTPC's proposal to credit the revenues from the sale of 

residual heat, less any directly attributable costs of providing the residual heat 

service such as billing or administration costs, to the regulated electric service 

customers. The Board also notes that NTPC expects to receive a grant of up to 

$1.3 million as part of its Energy Priorities Investment Plan to fund the cost of the 

residual heat project in Fort Liard. 
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The Board considers the residual heat service, as a competitive service, should 

not be subsidized by the regulated electric customers. This means the residual 

heat revenues net of incremental capital related costs and incremental operating, 

billing and administration costs of providing residual heat service should not be 

negative. The Board expects NTPC to proceed with the residual heat project 

accordingly. 
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5. BOARD ORDER 
 

NOW THEREFORE, IT IS ORDERED THAT: 
 

 

1. Pursuant to section 18 of the Public Utilities Act, the Board hereby 

declares that the provisions of the Public Utilities Act do not apply to the 

provision of residual heat service for space or process heating in Fort 

Liard by NTPC as described in the March 17, 2010 application subject to 

the following conditions: 

 
 

a) That the Public Utilities Board will retain the authority under section 
52 of the Public Utilities Act to take action upon complaints received 
pursuant to section 52 in respect of this service; 

 
 

b) That the contracts entered into by NTPC shall reflect market based 
pricing having regard to the nature and firmness of residual heat 
supply relative to other competitive sources of heat supply. Any 
changes to contracts shall be filed with the Public Utilities Board;  
 
That the residual heat service shall not be subsidized by regulated 
electric service customers. The subsidy test shall be performed 
taking into account the residual heat revenues, the incremental net 
capital related costs, the incremental operating, billing and 
administration costs, all as related to provision of residual heat 
service in the community of Fort Liard; and 

 
c) That the Public Utilities Board shall retain the authority under 

section 67 of the Public Utilities Act to review, as it deems 
necessary, the affairs, earnings and accounts of NTPC in respect 
of this service. 
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2. 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 
 

       
 
       
      Joe Acorn 
      Chairman 
 
      Dated April 26, 2010 
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