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1. APPLICATION 

 

1. By letter dated January 8, 2016 the Northwest Territories Power 

Corporation (“NTPC”) filed an application with the Northwest 

Territories Public Utilities Board (“the Board”) pursuant to Section 43 

of the Public Utilities Act to establish a rate for Interruptible Wholesale 

Energy for Resale on the Taltson system. NTPC states, the rate is 

intended to allow Northland Utilities (NWT) Limited (“NUL(NWT)”) or 

“NUL”) the opportunity to provide retail interruptible electric power for 

space or process heating to its customers in the NUL(NWT) Hydro 

Zone. 

 

2. NTPC states, it is currently experiencing increased interest in 

interruptible electricity purchases for heating purposes in the Taltson 

zone. NTPC indicates that it is in discussions with the Town of Fort 

Smith and a local contracting company to provide electric space 

heating on an interruptible basis in the near future. NTPC states it has 

also undertaken to promote the availability of interruptible service to 

other retail customers in the Taltson zone. NTPC states establishing 

an interruptible wholesale rate to allow NUL(NWT) to offer retail 

interruptible service for space or process heating will remove a barrier 

for NUL(NWT) to market this service to its customers in the 

NUL(NWT) Hydro Zone. 

 

3. NTPC states its approach to marketing interruptible power on the 

Taltson system has been to set the price at a level that allows 

customers to realize savings relative to alternative fuels while ensuring 

regulated firm electricity customers see benefits from added revenues 
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to offset system costs without impairing the ability to provide safe and 

reliable firm electricity service.  

 

4. Going forward, NTPC states, the Corporation is offering its General 

Service customers in the Taltson zone an interruptible electricity for 

heating purposes at a rate of 9.8 cents/kWh, which is equal to 80% of 

the cost of heating with fuel oil based on December 2014 prices, for a 

five year term. NTPC notes that the current offering to new General 

Service customers in the Taltson zone does not impact the pricing 

arrangements for the Corporation’s existing customers. 

 

5. In developing the proposed interruptible rate for NUL(NWT) to resell to 

its customers, the NTPC considered the following principles: 

 

1. The rate for interruptible wholesale energy for resale should 
allow NUL(NWT) to sell interruptible power in the NUL(NWT) 
Hydro Zone at approximately the same net contribution to 
generation that NTPC would receive from its retail customers. 
NTPC is currently offering interruptible service to its retail 
customers at a rate of 9.8 cents/kWh.  

2. NTPC has calculated a discount from the end-use rate equal to 
1/3 of the distribution cost estimate, taking into account the 
interruptible nature of the service which is a lower cost to serve. 
This approach is similar to a benchmark used by Manitoba 
Hydro in calculating its pricing of interruptible power. NTPC’s 
current distribution cost in the Taltson zone is estimated at 5.1 
cents/kWh, equating to a 1.7 cents/kWh discount to the 
interruptible rate offered to NUL(NWT) compared to NTPC’s 
retail interruptible rate.  

3. NTPC has also applied a line loss adjustment to the proposed 
interruptible wholesale rate based on distribution losses for the 
Taltson zone, currently capped at 8% by the Board, applied on 
the retail interruptible rate being offered less distribution 
discount. Based on the current retail interruptible rate offer of 
9.8 cents/kWh, the line loss adjustment would be 0.6 
cents/kWh [(9.8-1.7)x8%].  
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4. The total discount offered will be the sum of the distribution 
discount and line loss adjustment, which the Corporation 
proposes to fix at 2.3 cents/kWh (1.7 cents/kWh distribution 
discount plus 0.6 cents/kWh line loss adjustment). [Application 
pages 6, 7] 
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2. PROCESS FOR REVIEW OF THE APPLICATION 
 

6. The Board established a written process to deal with the Application. 

Information requests were issued and responses from NTPC were 

received on January 28, 2016 and February 12, 2016 respectively.  

 

7. Intervener evidence was filed on behalf of the Town of Hay River 

(“HR”) on February 29, 2016. Information requests to HR were issued 

and related responses received on March 14, 2016 and March 29, 

2016 respectively. 

 

8. Submissions from NTPC, HR and NUL were received on April 28, 

2016 and Reply submissions from NTPC and HR were received on 

May 9, 2016. 
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3. SUBMISSIONS OF PARTIES 

 

9. HR submitted the proposed wholesale interruptible rate should be 

adjusted to reflect the decline in prices for heating oil: 

 

As noted by Mr. Bell, the price of heating oil in Hay River has 
declined by 30% since 20l4. Applying this reduction in the price 
of fuel oil to the interruptible rate proposed by NTPC would 
result in an interruptible rate of 4.5 cents. The current 
interruptible rate available to Northland Utilities Limited (NUL) 
for its own use is 5.42 cents, also well below the proposed rate 
of 7.5 cents. As such, the proposed price of 7.5 cents is too 
high. [HR Submission paragraph 3] 
 

 

10. NUL submitted, absent a clear mechanism to parse and attribute 

specific interruptible revenue to generation, transmission, and 

distribution accounts, an appropriate and reasonable treatment for all 

associated revenues would be to allocate the benefits to all ratepayers 

in the Taltson Zone. In NUL’s view this treatment is appropriate 

considering the interruptible rate availability primarily relates to unused 

and available capacity at the hydro generation assets (which are paid 

for by all Taltson ratepayers). [NUL Submission page 1] 

 

11. NUL submitted it is concerned that NTPC’s proposed calculation for 

the interruptible rate for resale is different than what is available for 

NTPC’s existing interruptible customers. Further, NUL stated it is in 

general agreement with comments submitted by Hay River regarding 

the pricing for the interruptible rate which should be based on avoided 

cost of fuel. As such, if the interruptible rate is based on an avoided 
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cost of fuel, the price of fuel should be reviewed periodically and the 

interruptible rate updated accordingly. NUL submitted, for 

administrative and rate implementation ease, the price of fuel should 

be updated on a set schedule (i.e. quarterly). [NUL Comments, page 

2] 

 

12. In its Reply, NTPC stated that under the current interruptible electric 

heat program, NTPC only has revenues from the retail customers of 

the Taltson zone. As such, NTPC has allocated these revenues back 

to the customers of the retail group. NTPC submitted that, if approved, 

the Corporation is amenable to directly assigning any future 

interruptible electric heat revenues from NUL (NWT) to the Wholesale 

group. [NTPC Reply, page 2] 
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4. DECISION 

 

13. In concurrent Decision 7-2016 involving NTPC’s 2012/14 Phase II 

application, the Board determined that the price for interruptible 

service should reflect the price of competitive alternatives for energy 

supply available in the market with an appropriate discount to reflect 

its relative value and that the rate for the same type of interruptible 

service in a given zone should be the same for all customers at the 

retail level.  

 

14. In the same Decision, the Board determined that interruptible service 

is to be provided on a non-discriminatory basis. Therefore the 

eligibility requirements and pricing approach should be fully 

transparent and should therefore be part of the utility’s regulated rate 

schedules. Further, since interruptible rates typically operate in 

competition with competitive alternatives for energy supply, the 

benchmark prices used for competitive energy supply should be 

reasonably current and reflect go forward prices rather than historical 

prices for alternative fuels. No discounts for recovery of equipment 

costs by the retail customer should be included explicitly or implicitly in 

the interruptible rate offerings.  

 

15. The Board notes NUL’s submission that if the interruptible rate is 

based on avoided cost of fuel alternatives, the price should be 

reviewed periodically and the interruptible rate updated accordingly. 

The Board also notes NUL’s view that for administrative and rate 

implementation ease, the price is to be updated on a set schedule (i.e. 
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quarterly). In view of the Board’s finding that prices used for 

competitive energy supply should be reasonably current, the Board 

agrees with NUL’s view that if the interruptible rate is based on the 

avoided cost of fuel alternatives, the price should be reviewed 

periodically and the interruptible rate updated accordingly. 

 

16. The Board notes NUL’s view that the benefits of interruptible rates 

should be allocated to all ratepayers in the Taltson Zone because 

interruptible rate availability relates primarily to unused and available 

capacity at the hydro generation assets. In the Board’s view the 

benefits of interruptible rates arise from the contribution they provide 

towards system fixed costs.  

 

17. Accordingly, the Board considers that the contribution to fixed costs 

arising from interruptible rates at the wholesale level should be a 

revenue offset against generation and transmission asset related 

costs and allocated based on a sub total of such costs. Similarly the 

contribution to fixed costs arising from interruptible rates at the retail 

level should be a revenue offset against generation, transmission and 

distribution asset related costs and allocated based on a sub total of 

such costs. The Board directs NTPC to reflect the above methods for 

allocating the net contribution (i.e. revenue less short term incremental 

costs such as fuel, if any and incremental O&M) from interruptible 

rates at the time of the next GRA Phase II. 

 

18. With respect to the level of contribution to fixed costs arising from 

wholesale versus retail interruptible rates, NTPC calculated the 

difference in contribution to be equal to 1/3 of the distribution cost 

estimate. NTPC calculated this difference to be 1.7 cents per kWh 
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based on a third of the current distribution cost in the Taltson zone of 

5.1 cents per kWh. The Board considers NTPC’s proposed approach 

to determining the contribution difference between wholesale and 

retail interruptible rate offerings to be reasonable and accepts NTPC’s 

approach as proposed. 

 

19. The Board also accepts NTPC’s approach to adjusting the wholesale 

rate to reflect distribution losses in the interruptible rate calculation. 

 

20. Having regard to the above findings, the Board directs NTPC to file a 

revised wholesale rate as follows as part of NTPC’s Phase II 

Compliance filing: 

 

• A proposed wholesale interruptible rate schedule for the 
Taltson Zone setting out eligibility requirements, the pricing 
approach and rate; 

• The pricing approach and rate to reflect the go forward price of 
competitive alternatives for energy supply available in the 
market for energy supply in the Taltson zone; 

• Propose a method of determining go forward prices for fuel 
alternatives in the Taltson Zone from publicly available sources 
of information as well as the frequency with which such prices 
are to be adjusted so as to be reasonably current; 

• Identify the discount for interruptible energy relative to the price 
of alternative fuels that would be applicable at the retail level in 
the Taltson Zone (subject to any transition arrangements for 
existing contracts as discussed at paragraph of Decision 3-
2016) and the same discount should be used to determine the 
wholesale rate; and 

• Reflect the distribution level contribution adjustment of 1.7 
cents per kWh and the distribution loss adjustment in the 
design of the wholesale rate as per NTPC’s proposal. 
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21. The Board notes, NTPC’s statement, going forward, the Corporation is 

offering its General Service customers in the Taltson zone an 

interruptible electricity for heating purposes. In view of the changes to 

interruptible service in general, contemplated in concurrent Decision 

7-2016 and in this Decision, NTPC is directed to file retail interruptible 

rates for the Taltson zone setting out the eligibility requirements under 

which such rates are offered and the pricing approach describing how 

the interruptible rates are determined having regard to, among others, 

the applicable fuel prices. 

 

22. In view of the changes to the terms and conditions governing the 

provision of interruptible service determined in this Decision and in 

concurrent Decision 7-2016, NTPC is directed to update the terms and 

conditions of service as required to reflect the terms and conditions 

under which interruptible service will be offered. 
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