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1. APPLICATION 
 

1. By letter dated April 26, 2017, the Northwest Territories Power 

Corporation (“NTPC” or “Corporation”) requested approval of an 

interruptible rate for Imperial Oil Resources N.W.T. Limited in Norman 

Wells on an interim basis. 

 

2. NTPC stated that the Corporation has a Purchase Power Agreement 

(“PPA”) with Imperial Oil Resources N.W.T Limited (“IOL”) for the 

supply of electrical power from IOL’s facilities in Norman Wells NT. 

The PPA was first signed by the Northern Canada Power Commission 

(“NCPC”) prior to the Government of the Northwest Territories 

purchasing the shares of NCPC on April 5, 1988. Purchased power in 

Norman Wells has been included in Revenue Requirement for all 

General Rate Applications (“GRA”) tested by the Board. The PPA was 

provided to the PUB in the 2012/14 GRA in response to TGC.NTPC- 

52(a). The existing agreement expires August 31, 2019 

 

3. On March 15, 2017, NTPC indicated that it received a letter from IOL 

indicating IOL was required to proceed with the safe shutdown of the 

Norman Wells operation as a result of Enbridge’s Line 21 closure. 

Power supply to NTPC is a by-product of IOL’s oil production. When 

IOL ceases oil production, purchased power supply will no longer be 

available. As a result, IOL will be unable to supply electricity to NTPC 

by the end of April 2017. Media reports indicate work on Enbridge’s 

Line 21 will start in June 2017 and is forecast to be completed by 

November 2017. From the end of April until November 2017, if IOL is 
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unable to produce oil and therefore also unable to supply power to 

NTPC under PPA, NTPC will be required to use the standby diesel 

plant in Norman Wells to supply generation to the community. 

 

4. NTPC stated that IOL has requested a “back-feed” power supply from 

NTPC’s diesel facilities in Norman Wells to its oil production facility for 

approximately one month. IOL requires power at its facility related to 

care and maintenance activities, in particular to ensure the system 

does not freeze up in the winter months. IOL will use its own backup 

generators to provide power to the facility for most care and 

maintenance activities. Due to higher loads in the remaining colder 

weeks of spring, IOL requires additional generation of between 700 

and 1200 kW from NTPC. Once the weather warms, the load 

requirement is forecast to decrease and IOL expects to able to meet 

its care and maintenance demands in the summer using its own 

backup generation. 

 

5. NTPC stated that given the uncertainty of the Enbridge Line 21 

schedule, IOL has indicated they may need additional power from 

NTPC to maintain their facility while in care and maintenance mode. 

This could be for two years until March 2019. 

 

6. NTPC indicated that its standby diesel facilities in Norman Wells 

consist of the diesel plant with two diesel generators of 720 kW and 

1400 kW capacity and a 1500 kW backup generator for a total 

capacity of 2,970 kWs. Over the last 4 years the average peak 

demand in May has been 1200 kW and NTPC has sufficient capacity 

available to supply its firm customers and provide interruptible service 

to IOL. 
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7. NTPC indicated that the interruptible rate for Norman Wells was 

developed using the inputs from the 2018/19 Cost of Service model 

filed with the Board for the 2016/19 GRA Phase II. The 40.5 

cents/kWh is calculated with a cost recovery formula.  

 

8. NTPC stated that the Corporation used the Non-Thermal zone rate of 

return instead of the Thermal zone rate as the Thermal zone does not 

have an imputed return on equity and uses a reserve margin concept 

as per the 2010 Electricity Rate Policy Guidelines. The reserve margin 

seeks to recover the costs of debt for the zone plus a reserve margin 

of 1.5 times interest coverage. The request from IOL is for interruptible 

service on an as and when needed basis. In order to provide benefits 

to other firm customers on the system, the Corporation is proposing to 

use a return that has an equity component. The 2018/19 rate of return 

for the Taltson zone is 6.38% and the rate of return for the Thermal 

zone is 4.66%. The Taltson zone rate of return is more appropriate 

than the Snare zone as the Snare zone includes the cost of the Snare 

Cascades hydro lease which is zone specific. 

 

9. In Decision 7-2016 the Board discussed its concerns with respect to 

the Corporation’s proposed interruptible rates (paragraphs 152-154). 

The Corporation understood the Board’s concerns related to the 

following issue:  

The Board was concerned a lower interruptible electric service 
rate could result in uneconomic bypass of higher firm rates if 
the eligibility requirements did not ensure customers were using 
the electric service for the intended purposes. The Board said 
interruptible rates should only apply where customers have 
alternatives to firm service in the form of alternative fuels or 
under circumstances where an economic activity would not 
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occur if not for the availability of interruptible service. The 
Corporation understands this concern to include ensuring the 
service does not cannibalize firm electricity service. 

 

10. NTPC stated that the proposed interruptible service to IOL will allow 

the Corporation to maintain service to firm customers in Norman 

Wells. The diesel plant in Norman Wells is a standby plant used when 

the primary plant, the IOL facility, is down for maintenance or 

otherwise unavailable. The standby plant is scheduled for replacement 

in 2018/19. To ensure reliability a backup generator was moved to 

Norman Wells and this backup generator will be used in the new plant 

replacement infrastructure. The Corporation will use the backup 

generator to provide interruptible service to IOL. In the event the 

standby diesel plant is unavailable, the Corporation will interrupt 

service to IOL and use the backup generator to provide service to firm 

customers in Norman Wells. The availability of interruptible service in 

Norman Wells is available due to the circumstances of the scheduled 

plant replacement and having the backup generator situated at the 

plant.  

 

11. NTPC indicated that IOL has alternatives to the interruptible service. 

They have their own backup generation but require additional 

generation due to their forecast consumption. Instead of purchasing 

the interruptible power IOL could add additional generation to meet 

their peak demands. 

 

12. NTPC stated that its firm service will not be cannibalized and this is an 

incremental economic activity that would not occur if it were not for the 

interruptible service. IOL is only seeking service on an as and when 

needed basis and not on a firm basis. Other existing firm customers 
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will not transfer from a firm service for the lower interruptible rate as 

the service is available in Norman Wells due to the availability of the 

backup generation. The suggested changes to the Terms and 

Conditions discussed later would also limit the availability to IOL only. 

 

13. NTPC stated that if IOL required firm service additional generators 

would be required. This would increase the average and marginal cost 

to all customers in Norman Wells. The interruptible energy approach 

allows the Corporation to use the existing generation at no additional 

cost to firm customers. 

 

14. The Corporation is proposing to include the revenues and costs in the 

2016/19 GRA. Given the nature of the interruptible service and the 

unknown sales volumes for IOL, the Corporation will be in a better 

position to adjust the revenues and costs as IOL’s consumption 

requirements are further refined in May/June 2017. Similar to other 

interruptible services provided by NTPC, the net interruptible revenues 

(after recovery of incremental costs providing the service) will be 

credited to other firm customers in the Thermal zone. 

 

15. The Corporation is proposing the Board approved Terms and 

Conditions be applicable for this interruptible service. The Corporation 

is proposing the following changes to the Terms and Conditions of 

Service: 

2.23 Interruptible Service 
 
There are two types on interruptible service: 
 

a) Interruptible Power: Means electric service provided by 
the Corporation to Northland Utilities (NWT) Limited and 
Imperial Oil N.W.T Limited under agreement, which 
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permit curtailment or cessation of delivery by the 
Corporation. 

 
b) Interruptible Energy for Heating: Means electric service 

provided under SCHEDULE D and E or under certain 
closed agreements with heating customers, which permit 
curtailment or cessation of delivery by the Corporation. 

 

16. By letter dated April 28, 2017, the Board stated it was concerned that 

NTPC waited until April 26, 2017 to file an application which was 

triggered by a notice from Imperial dated March 15, 2017. However, in 

view of the apparent urgency of the matter, the Board has decided to 

deal with this application for interim rates expeditiously as a separate 

module; the final rates arising from this application including the 

evidence filed as part of this module will be considered in the context 

of the 2016/19 General Rate Application.  
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2. DECISION 
 

17. The Board notes from Section 6.3 of NTPC’s PPA with IOL that 

“Imperial shall pay NTPC for all NTPC electricity supplied to IOL in 

accordance with paragraph 3.2 at a rate equal to the rate then 

chargeable by NTPC to its commercial customers, other than 

Government customers, in Norman Wells.” Section 3.2 in turn 

provides that NTPC is under no obligation to supply and sell electricity 

to Imperial at the delivery point; however, Imperial may from time to 

time request that NTPC supply and sell electricity to Imperial at the 

Delivery Point and upon receiving such a request, NTPC shall use 

reasonable efforts to supply the electricity requested. 

 

18. NTPC states, the intention of Section 3.2 was to supply IOL with firm 

electricity at a rate approved by the Board if and when IOL requested 

such service in the same manner as any retail customer. NTPC also 

states, Section 3.2 was not originally intended to supply interruptible 

service as is the scenario now being proposed. Notwithstanding 

NTPC’s interpretation of Section 3.2, the Board is not convinced that 

the non-firm nature of supply contemplated in Section 3.2 of the PPA, 

to be materially different from the nature of supply currently being 

proposed by NTPC. 

 

19. The Board notes NTPC’s statement that IOL has alternatives to the 

interruptible service; they have their own backup generation but 

require additional generation due to their forecast consumption. NTPC 

states, instead of purchasing the interruptible power IOL could add 

additional generation to meet their peak demands. Since IOL would 

need to add additional generation to meet peak demands, the Board is 



The Public Utilities Board   8 
of the Northwest Territories 
Decision 9-2017 
 

concerned that the supply to IOL may not be incremental consumption 

which would not exist, if not for interruptible rates. 

 

20. In view of the above concern about the lack of an existing alternative 

supply to IOL to meet their peak demands and, considering that 

Section 3.2 of the PPA contemplates similar non-firm supply to IOL, 

the Board considers NTPC’s request for approval of an interruptible 

rate for IOL on an interim basis is neither necessary nor appropriate. 

Accordingly, NTPC’s request for approval of an interruptible rate for 

supply to IOL on an interim basis is denied.  
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