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I. Introduction 

1. This argument is submitted on behalf of Northland Utilities (Yellowknife) Limited and Northland 

Utilities (NWT) Limited (collectively, "Northland") in support of Northland's intervention in the 

Public Utilities Board (the “PUB” or the "Board") proceeding regarding the Northwest Territories 

Power Corporation (“NTPC”) 2016/19 General Rate Application (the “Application”). 

2. The purpose of Northland's intervention is to ensure NTPC’s revenue requirement is reasonable 

and to ensure NTPC has appropriately assigned or allocated costs to the wholesale customers, 

Northlands (and thereby Northland’s customers), and has designed its wholesale rates 

appropriately. 

3. While Northland has attempted to restrict the submissions provided herein to Phase I matters, 

Northland is of the view there is overlap between the Phase I and Phase II issues, considering 

the allocation and assignment of costs done within NTPC’s Phase I Application. Should the 

Board determine that any of these submissions are not applicable to NTPC’s Phase I 

Application and are more appropriately raised in relation to the Phase II Application, Northland 

hereby requests that any such submissions are considered by the Board in relation to the Phase 

II Application.  

4. Northland submits that within the Application there is an apparent shift of costs toward the 

wholesale customers, particularly in the Snare Zone, which, in turn, provides preferential 

treatment to NTPC retail customers. 

5. In this argument, Northland Utilities will discuss the following areas of concern: 

· Different Debt Rates by Zone; 

· Capital Spending;  

· Rate Stabilization Fund and Fuel Forecast in Snare Zone; 

· Common Cost increases; and 

· Colville Lake renewable energy and storage Project. 



II. Different Debt Rates by Zone 

6. Northland notes NTPC maintains and assigns separate financing tranches by zone, resulting in 

different debt rates and overall return on rate base by zone1.  

7. NTPC explains the different rates of return are the result of adjustments made to the Snare 

Zone and Thermal Zones2:  

The Snare zone return on ratebase includes the Snare Cascades capital lease 

obligation. This relates to assets that serve only the Snare zone. 

The Corporation does not earn a return on equity for Thermal zone assets. Instead, an 

interest coverage ratio of 1.5 is used for Thermal Zone assets. This treatment is 

consistent with the GNWT’s 2010 rate policy direction. 

8. When asked, NTPC could not provide examples of any other utilities that have debt rates or 

overall rates of return that differ by rate zone which were approved by their respective 

regulators3.  NTPC cites previous Board decisions4 as justification for continuing to make 

adjustments to the Snare Zone and Thermal Zone returns on rate base5. 

9. However, while there is a rate policy direction from the GNWT requiring NTPC to forgo its return 

on equity in the Thermal Zone, there is no direction from the GNWT forcing, or permitting, a 

different debt rate or overall return in the Snare Zone. In the submission of Northland, NTPC’s 

use of differing financing tranches by zone is unique to NTPC and, despite NTPC’s attempts to 

justify this practice, it has not been directed to do so by the Board. As the Board is aware, if 

NTPC were to follow a consistent approach, they would directly allocate all new debt issued to 

the rate zone of the assets or work where the debt is incurred. Of course, this approach is not 

practical, hence the standard, and accepted, utility practice of averaging or blending all debt and 

allocating it equally to all rate zones.  In the submission of Northland, it is this standard practice 

that should be utilized by NTPC, particularly in the absence of any justification to deviate from 

this norm in a manner that benefits one group of customers at the expense of another. 

10. To this end, Northland submits that NTPC’s approach of maintaining separate debt rates and 

overall rates of return by zone, is unduly preferential for customers outside the Snare Zone and 

discriminatory to customers within the Snare Zone. Where directions from the GNWT do not 

                                                
1 Proposed rates of return are as follows: 6.642% for Snare, 6.379% for Taltson, and 4.659% for Thermal 
2 Phase II, Exhibit 7, NUL.NTPC-11(b). 
3 Phase II, Exhibit 7, NUL.NTPC-11(a). 
4 Phase 1, Exhibit 1, Section 7.3  
5 Phase II, Exhibit 7, NUL.NTPC-11(c). 



expressly permit it, Northland submits the practice of different debt rates and overall rates of 

return by rate zone utilized by NTPC should no longer be continued and the capital lease 

obligation should be treated the same as any other financing tranche.  All amounts should be 

averaged to derive an overall financing cost to be allocated equally across all zones.   

III. Capital Spending 

11. Northland reviewed NTPC’s capital addition summary in Chapter 11 of its Application and has 

the following comments: 

(i) Capital spending on projects by zone (or by corporate head office) was provided 

in NTPC’s revised response6. Table 1 summarizes total capital spending by zone, 

and shows a noticeable disparity between capital spending in the Taltson Zone 

compared with the Snare Zone, Thermal Zone, and Corporate: 

Table 1: Capital Spending by Zone (2011/12 to 2018/19) 

Zone 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 Total 
Snare  2,610 40,016 4,164 9,169 6,907 23,122 5,364 12,790 104,142 
Taltson  788 2,209 1,456 3,266 1,324 2,270 440 325 12,078 
Thermal  11,024 6,819 21,023 9,566 15,958 4,726 8,532 8,097 85,745 
Corporate 1,515 1,717 1,398 1,437 4,126 5,169 5,269 3,515 24,146 

Total 15,937 50,761 28,041 23,438 28,315 35,287 19,605 24,727 226,111 

(ii) The catch-up period for Snare and Thermal Overhaul Deferral accounts was 

changed from 10 years to 5 years whereas the catch-up period is maintained at 

10 years in the Taltson Zone. Northland sought clarification on how this deferral 

account worked and received the following response which does not sufficiently 

explain how this specific  deferral account works: 

Deferral accounts are established by the PUB when expenditures have 

benefits that extend beyond a single year and the expenditure is not 

covered in the Corporation’s current Revenue Requirement. The purpose 

of the accounts is to levelize the charges to customers (via Revenue 

Requirement) at a standard normalized amount each year. 

Actual/Forecast overhaul costs are included as additions to the fund in 

line 7 of Schedule 11.4. The levelized cost is the amortization provision 

included in amortization expense on line 8 of Schedule 11.4 and this 

reduces the balance of the fund. 
                                                
6 Phase I, Exhibit 34, NUL.NTPC-27(a)&(b). 



12. Northland is concerned with the noticeable, disproportionate capital spending between zones 

over the reported period and its ultimate effect on the NWT’s zonal rate system. Further, the 

lack of transparency with regard to how deferral accounts work raises concerns about their 

potential use or misuse to provide preferential treatment to a particular zone or customer class. 

13. Under the zonal rate system, Northland is concerned that the extended capital spend in the 

Snare Zone will be fixed into rates beyond the test years which may ultimately lead to Snare 

Zone customers subsidizing other customers. Northland submits that increased transparency by 

zone for capital spending is required to ensure there is compelling and supported evidence to 

ensure fair, consistent treatment between rate zones and classes is provided. Furthermore, 

without any evidence to support NTPC’s proposal, Northland requests the deferral catch-up 

period should be consistent across all zones to ensure consistency for all customers. 

IV. Rate Stabilization Fund and Fuel Forecast in Snare Zone 

14. NTPC did not include the Rate Stabilization Fund (“RSF”) as part of its deferrals in its 

Application7. NTPC suggests the RSF was excluded from the Application because it is “required 

to be excluded from rate base and the capital structure as per Decision 1-97”8. Northland 

submits that the applied-for revenue requirement is comprised of more than “rate base and 

capital structure”, and also includes operating expenses and fuel expenses. Base fuel forecasts 

form a fundamental part of the RSF and account for a material proportion9 of NTPC’s proposed 

revenue requirement, it is therefore necessary that the RSF should be considered as part of this 

rate-setting process. 

15. The Board previously raised concerns about the RSF and base fuel prices in Decision 16-2010: 

What the Board is concerned about is that the artificial manipulation of the base fuel prices 
by Part (a) could become a back-door mechanism from transferring dollars from ratepayers 
in one zone to ratepayers in another zone. For instance, if base fuel prices are set artificially 
low for a zone then the effect would be that ratepayers in that zone would appear to be 
paying their 100% revenue cost ratio but in actuality they would not be as the calculation of 
the 100% revenue cost ratio would be based upon artificially low base fuel prices. What 
could have the appearance of fairness would not be fair as the shortfall in revenue that 
would rightfully be earned in that zone would have to then be earned in other zones. 
Through the territorial fuel and water rider, those other zones could end up consistently 
paying significantly more than their 100% revenue to cost ratio. 

                                                
7 Phase 1, Exhibit 1, Table 1.3, Page 1-26 
8 Phase 1, Exhibit 11, NUL.NTPC-5(d). 
9 Phase 1, Exhibit 35, Schedule 3.0: Actual fuel expense was ranged between 23% and 24% of NTPC’s revenue requirement, and 
forecast fuel expense is approximately 21% of NTPC’s revenue requirement. 



16. In this Application, NTPC is proposing a material, fourfold increase to the base Snare Zone fuel 

volume requirement, from 1.2GWh to 5GWh. When requested for the derivation of the 5GWh, 

NTPC stated the forecast was a management estimate “based on maintenance, capital work, 

and overhauls scheduled to take place in the Snare Zone” and “the Corporation’s recent 

operational experience” based on three years’ of actual data, with an average of 4.59GWh10. 

Northland submits the base fuel forecast is more appropriately justified by normal water levels, 

whereas NTPC has justified its forecast by its work schedule and operational experience. 

17. Northland requested “actual water flow data related to the hydro generators in the Snare zone 

for all historical years available” and was provided an unsatisfactory response from NTPC which 

stated, “With regard to water flows, this information is publicly available from the Wek’eezhii 

Land and Water Board”11.  Subsequently NTPC provided a link to a PDF document on the 

Water Board’s website12, which unfortunately links to a file that no longer exists.  This is one 

example in this proceeding where NTPC has placed unnecessary burden on interveners due to 

their unwillingness to provide required information, data or external information to adequately 

test NTPC’s application.   

18. Northland submits that NTPC should have excel tables and reports for the water board and 

those same excel tables and reports should be provided and on the record of this proceeding to 

be tested. For example, even if NTPC fuel volume forecast in the Snare Zone was due to 

normal water levels, NTPC should be required to provide comfort that its forecast is somehow 

quantifiably connected to normal water levels. 

19. NTPC has relied on its “operational experience” to support the fuel volume forecast.  In the 

submission of Northland, the reliability of such experience is not demonstrated in the 

Application.  The recent capital spending in the Snare Zone, shown in Table 1 (which will 

exceed $100M for the provided period), with a significant proportion of this capital going towards 

                                                
10 Phase 1, Exhibit 11, NUL.NTPC-14(a). 
11 Phase 1, Exhibit 11, NUL-NTPC-10(d) 
12 Phase 1, Exhibit 34, NUL-NTPC-14(d): http://www.mvlwb.ca/Boards/WLWB/SitePages/search.aspx?app=N1L4-0150, accessed 
2017-07-22 at 10:30am, the following error was received: 

 



the hydro system, should be considered, in this regard. Many of these Snare Zone capital 

projects promise to increase the Snare system reliability13. However, in Northland’s submission 

the increased capital spending and resulting system reliability should reduce operational diesel 

volumes from those seen in recent years. 

20. Upon review of NTPC’s RSF schedule14, the RSF appears to allow for volume adjustments in 

the Snare Zone that are above the base fuel volume forecast15, but not for adjustments below 

the base fuel volume forecast. Therefore, to minimize overpayment of “base” fuel requirements 

by Snare Zone customers, the base fuel volume forecast should be the minimum fuel 

requirement in recent history, not an average. NTPC provided eight years’ of actual diesel 

generation data16 (despite Northland’s original request for ten years). Based on that information, 

the minimum diesel generation required in the data provided was 1.266GWh, observed in 

2009/10, and is reasonably close to the former base fuel volume amount of 1.2GWh.  

21. Under the RSF mechanism and the NWT’s zonal rate system, Northland submits the higher fuel 

volume forecast in the Snare Zone will be embedded into rates beyond the test years which 

increases the Snare Zone customers’ responsibility of NTPC’s overall fuel risk. In turn, 

Northland is concerned this will lead to Snare Zone customers subsidizing other customers. 

Despite NTPC stating the RSF is excluded from this proceeding, Northland submits the 

proposed fuel forecast drives a significant and fundamental change to the inter-zone risk profile 

of the RSF. Without a comprehensive review of the RSF, the proposed fourfold fuel volume 

increase in the Snare Zone is too significant a change to make without more in-depth scrutiny 

and proper justification.  

22. Northland submits NTPC has not provided compelling evidence to change the base fuel volume 

requirement in the Snare Zone from 1.2GWh to 5GWh. Northland respectfully requests the 

Board reject the forecast fuel volume increase in the Snare Zone and to direct NTPC to continue 

using the 1.2GWh throughout the test period and until such compelling evidence is presented 

that suggests the increase is necessary, appropriate, and justified. 

23. In addition, Northland notes NTPC’s RSF rider is the same for all customers, regardless of 

whether they are retail or wholesale. Northland submits this results in inconsistent treatment 

between Northland’s customers and NTPC’s customers, considering Northland must adjust this 

rider for distribution losses.  Northland respectfully submits that the Wholesale RSF rider should 

                                                
13 Phase 1, Exhibit 1, Chapter 11. 
14 Phase 1, Exhibit 11, NUL-NTPC-10 - Attachment 1, Line 21 “Diesel generation above 1.2GWh due to water level (MWh)” 
15 Phase 1, Exhibit 11, NUL-NTPC-10 - Attachment 1, Line 21 “Diesel generation above 1.2GWh due to water level (MWh)” 
[emphasis added] 
16 Phase 1, Exhibit 34, NUL.NTPC-14(c) Undertaking 5 – Attachment 1 



be adjusted by Northland’s approved loss-adjustment factor to ensure the RSF impact on end-

use customers is equitable and consistent. 

24. Finally, Northland respectfully submits that all deferrals, including the RSF, must be reviewed 

and tested from time to time, particularly within the context of revenue requirement applications. 

These deferral accounts have a material impact on rates and how these accounts are accrued 

and dispersed and needs to be well understood in order to provide comfort that there is minimal 

cross-subsidization and that no preferential treatment is afforded to one rate class (or rate zone) 

over another. 

V. Common Costs 

25. The GNWT introduced ratemaking guidelines in 2010 which stipulate: 

(4) All costs included in a utility’s revenue requirement that do not relate specifically to 

providing service in a single community or zone, referred to as head office and general 

operational costs, should be shared among all of the utility’s zones, equally weighted by 

energy sales (per kWh). 

26. In 2011, the GNWT updated the guidelines, adding: 

(4) All costs included in a utility's revenue requirement that do not relate specifically to 

providing service in a single community or zone, referred to as head office and general 

operational costs, should be shared among all of the utility's zones, equally weighted by 

energy sales (per kWh), subject to the following: 

a. In the NTPC Snare and Taltson zones, the calculation of head office and general 

operational costs in the wholesale rates for Yellowknife and Hay River should not 

include direct distribution costs. The calculation of head office and general 

operational costs should be reviewed at the next GRA. 

27. Northland is concerned that NTPC has increasing Common Costs, and that, NTPC’s 

interpretation of the above guideline as applying to all Common Costs results in costs being 

shifted to the Wholesale customers. Northland is particularly concerned about Common Costs 

being used as a catch-all for costs that should otherwise be directly assigned or more 

appropriately allocated. In the 2018/19 test year, NTPC is proposing to allocate $25.3M dollars, 

or 28% of its revenue requirement (excluding Production Fuel), on the basis of energy, with the 



Snare Zone absorbing the bulk of this expense, approximately $12.6M17. In turn, in NTPC’s 

Phase II Application, NTPC proposes the Wholesale rate absorb approximately 90%, or the 

majority of this expense, approximately $11.3M18. 

28. Northland submits that there is no concise layout of what exactly constitutes Common Costs or 

how the changes to Common Costs proposed in the Application impact the different rate zones. 

For example, Northland requested that NTPC “quantify the changes in Common Costs resulting 

from the change in budget methodology” which was met with a response that presented a $4M 

increase to Common Costs for three function codes, and an explanation that NTPC could not 

quantify the changes without “effectively redoing the budget forecast for all those function 

codes”19. Without a more transparent record, Northland submits NTPC’s default assignment of 

Common Costs by energy is shifting an increasing burden to the Wholesale customers.  

29. Northland submits that a more granular view of NTPC’s Common Costs is required, with 

detailed descriptions of expenses, more detail on direct assignment, and justification for 

assignment or allocation methodology. As an example, the Board’s recent direction20 to 

Northland on how to interpret Guideline #4 provides more guidance as to what qualifies for this 

allocation method: 

1. In the Board’s view the costs which correspond to the head office and general 

operational cost description in the case of Northland NWT are the general plant costs 

and A&G costs. Accordingly, the Board finds that Northland NWT’s general plant 

costs and A&G costs to be the subset of unassigned costs that are required under 

Guideline #4 to be allocated on the basis of energy sales; all other costs that do not 

relate specifically to providing service in a single community or zone should be 

allocated to rate zones based on appropriate cost causation principles. (paragraph 

#47) [emphasis added]  

30. The FERC system of accounts that NTPC uses, should allow NTPC to perform a similar 

breakdown to Northland. For example, after directly assigning as many costs as possible to its 

two rate zones, Table 2 below breaks down Northland’s Common Cost expenses, how much of 

these expenses were directly assigned, and how the remaining costs in these categories were 

allocated: 

                                                
17 Phase 1, Exhibit 35, Schedule 3.1-3 
18 Phase 2, Exhibit 1, “2018-19 COSA.XLSX”, Exhibits 11 & 12 
19 Phase 1, Exhibit 11, NUL.NTPC-18(d) 
20 Decision 1-2016, p. 47 



Table 2: Northland Utilities (NWT) Ltd. Common Costs Breakdown21 

Expense Description % Direct 
Assigned 

Method for Allocating Remaining % of 
Cost between zones 

General and Administration 5% Allocated on Energy 
Amortization of deferred costs/credits 32% Mid-year Gross PP&E 
Customer Accounting and Meter Reading 100% All direct assigned 
Public Information 22% 85% on energy, 15% on customer count 
General Plant 56% Allocated on Energy 
Insurance 0% Mid-year Gross PP&E 
Fuel & Purchase Power 100% All direct assigned 
Miscellaneous Production 74% Mid-year Production Gross PP&E 
Transmission 100% All direct assigned 
Distribution 73% Mid-year Distribution Gross PP&E 
Total 75% As described above 

31. Northland notes that the issue of Common Cost allocation was brought up at NTPC’s last 

Phase II proceeding: 

51. The Board considers there is merit in reviewing the items included under general 
plant to identify any items of a material amount, that are directly related to function 
level plant or O&M. Accordingly, NTPC is directed to review the composition of 
general plant costs and reflect only those costs that fit the description of general plant 
(i.e. costs that in NTPC’s view are not directly related to function level plant or O&M) 
as part of general plant costs for purposes of the allocation of head office and general 
plant costs, at the time of the next Phase II GRA. 

32. NTPC provides a high level breakdown of how it attempted to address the above direction22, 

however Northland submits NTPC has not made significant progress towards direct assigning 

these costs, and the majority, 69%, of NTPC’s Common Costs are still allocated based on 

energy. Northland submits further, substantive progress can be made to improve the 

transparency of these costs and properly address part a. from the 2011 Guideline 4 and the 

Board’s direction. 

33. Northland respectfully requests the Board direct NTPC to provide further detail on its Common 

Costs and, where appropriate, to increase the proportion of these costs that are either directly 

assigned or to use more appropriate allocation methods for costs that are not directly assigned. 

Northland respectfully requests the Board direct NTPC to provide this detail in a dedicated 

schedule for Common Costs assignment and allocation, in a similar, concise layout to what 

Northland provides in its Schedule 4-T-31.   

                                                
21 Northland Utilities (NWT) Limited Amended 2014 - 2015 General Rate Application Phase II Compliance Filing, Schedule 4-T-31, 
Allocation of Common Costs Between Hydro and Thermal Zones on Energy 
22 Phase II, Exhibit 7, NUL.NTPC-5(a) & (b) 



VI. Colville Lake Project 

34. Northland notes the following from Decision 7-201523: 

While NTPC indicates it has chosen to incorporate the solar/battery storage components as 
part of the project in response to GNWT policy intentions, the Board considers such costs 
must continue to be incurred wisely and prudently. NTPC's response to BR NTPC 2e} 
indicates the life cycle cost (net of subsidy) per kWh of solar output, in conjunction with 
battery storage, is higher than the cost per kWh of diesel fuel displaced by the solar 
generation, on an average cost basis. The Board notes the forecast initial capital costs, 
ongoing operating costs as well as a relatively low capacity factor of the solar/ battery 
storage facility may be contributing to the high cost of solar generation relative to the cost of 
diesel fuel displaced on a per kWh basis. Notwithstanding the foregoing observations, the 
Board considers issues concerning the prudence of the Coleville Lake plant replacement 
costs are best addressed in the context of the next GRA when the issue of the inclusion of 
the plant in rate base will be examined. The ongoing monitoring and reporting of average 
generation by source, improvements in reliability, engine efficiency and system durability of 
the plant, as itemized by TGC, are matters best addressed at that time. 

Accordingly, the Board directs NTPC to address the prudence of the actual and life cycle 
costs of the Colville Lake plant replacement at the time of the next GRA. 

[emphasis added] 

35. Northland submits NTPC has not addressed the prudence of the actual and life cycle costs of 

the Colville Lake plant replacement in this GRA and therefore has not complied with the PUB 

Directive regarding economic viability. 

36. Northland is supportive of reducing reliance on diesel generation; however Northland 

recognizes the PUB’s direction for NTPC to address the prudence of the actual and life cycle 

costs of the Colville Lake plant replacement and expects that Northland will be held to a similar 

standard for its future renewable projects. Therefore, Northland respectfully requests the Board 

disallow costs associated with the solar/battery storage components of this Project or treat it as 

Plant Held For Future Use until an appropriate economic analysis is provided, tested and 

approved. 

                                                
23 Colville Lake Plant Project Permit Decision, pp. 6-7 
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