
THOMPSON DORFMAN SWEATMAN LLP

Writer's Name
Direct Telephone
E-mail Address
Direct Fax

Sacha Paul
204-934-2571

srp@tdslaw.com
204-934-0571

August 28, 2017

VIAE-MAIL

NWT Public Utilities Board
203-62 Woodland Drive
Box 4211
Hay River, NT XOE 1G 1

Attention: Mr. Gordon Van Tighem, Chairman

Dear Mr. Van Tighem:

Re: NTPC 2016-19 General Rate Application
Reply of NTFL to NTPC on Phase I
Our Matter No. 0147533 SRP

Enclosed is the Reply of the Northern Territories Federation of Labour to the
Northwest Territories Power Corporation's Written Submissions on Phase I.

If you have any questions or concerns, please do not hesitate to contact us.

Yours truly,

SRP/MAS/tm
Encl.

THOMPSOND

201 Portage Avenue, Suite 2200, Winnipeg, Manitoba, Canada R3B 3L3
www.tdslaw.com Toll-Free: 855.483.7529

1'1)S is the Exclll~in~ !v1cmber in M'lIlitoba for Lex Mundi - the world's lcaJing nct\\-ork
of independent la,\- firms \\-ith in-depth experience in 100+ countries \n)rldwicie.



NORTHWEST TERRITORIES
PUBLIC UTILITIES BOARD

IN THE MATTER OF

NORTHWEST TERRITORIES POWER CORPORATION

2016-2019
GENERAL RATE APPLICATION - PHASE I

REPLY OF NORTHERN TERRITORIES FEDERATION OF
LABOUR

August 28, 2017

Thompson Dorfman Sweatman LLP
Barristers and Solicitors

201 Portage Avenue, Suite 2200
Winnipeg MB R3B 3L3

(Matter No. 0147533 SRP)
(Sacha R. Paul 204-934-2571)

(Fax. No. 204-934-0571)



-2 -

TABLE OF CONTENTS

I. Introduction

II. Return On Equity

"I. Negative Salvage

IV. Conclusion

Page No.

3

3

3

4



- 3 -

I. Introduction

The Northern Territories Federation of Labour ("NTFL") submits this Reply

to certain matters raised by The Northwest Territories Power Corporation ("NTPC") in its

Written Argument on Phase I. Specifically, NTFL submits replies to NTPC's comments

on Return on Equity ("ROE") and Net Salvage.

II. Return on Equity

The only point that NTFL seeks to make in reply on the issue of ROE is

this: there is nothing binding this Public Utility Board ("Board") to adopt the ROE

proposed by NTPC. NTPC argues that its ROE is consistent with the principles in the

2009 Creating a Brighter Future Report and the approach used in the 2012/2014 GRA.1

But, the real point is that these reports do not bind this Board to accept an 8.5% ROE.

The issue must be based on first principles. Fundamentally, NTFL invites

this Board to examine the significant role of government in the workings of NTPC in

setting the ROE. NTPC, in contrast, writes, that it "disagrees that the existence of a

supportive shareholder makes the benchmarks [on ROE] inapplicable.,,2

The Board will note that there are no cases directly on the point on the

issue of ROE when there is significant public involvement in a utility. This creates room

for this Board to make "a made in NWT solution." For the reasons we have articulated

in our main argument, we ask this Board to set the ROE at 0%.

III. Negative Salvage

NTFL has suggested the Board order NTPC to forgo the collection of

negative salvage in its depreciation rate, as a way to help manage the current rate

impact upon the ratepayer. NTFL suggests that by forgoing the collection of negative

net salvage in depreciation expenses, there will be a reduction in the rates.

1 NT PC Written Argument Phase I, at page 26.
2 NT PC Written Argument Phase I, at page 27.
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In its written argument, NTPC has relied on the evidence of Mr. Kennedy

to suggest that "negative net salvage does not already result in lower costs to

ratepayers," using his statements that the inclusion of negative salvage in the

depreciation rate will increase the depreciation expense but that this does not

necessarily translate to a lower or higher revenue requirement.3 Mr. Kennedy stated

that the inclusion of negative salvage in the depreciation expense would in certain

situations increase the revenue requirement, and in other situations reduce it.

The implication of this argument seemingly is that negative salvage does

not increase the cost to rate payers. If this is the implication, we invite this Board to

reject it.

Mr. Kennedy does admit that if his entire report on negative salvage were

adopted, it would lead to increased costs to the ratepayers.4 This is directly contrary to

the implication that negative salvage does not increase rates.

Simply put, Mr. Kennedy's report and NTPC's approach leads to high

rates today. The issue of negative salvage matters and deserves careful consideration

by this Board.

NTPC repeats Mr. Kennedy's concerns with respect to Manitoba Hydro's

approach to net salvage, being not to include it at all, and its impact on generational

inequity. NTFL addresses these concerns in its written argument at pages 19 to 21.

NTFL repeats and relies on these arguments in reply.

NTPC points to Mr. Kennedy's concern that overall burden on "toll payers"

would be higher due to inflation if collection of net salvage were deferred. In our

submission, this is a dangerous basis upon which to uphold NTPC's approach on

negative salvage.

Simply put, the issue of amortization is separate from the issue of cost.

The cost to remove an asset will be what it is. As these costs are in the future, inflation

3 NTPC Written Argument Phase I at pages 24-25.
4 NTPC Written Argument Phase I at page 25.
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will inevitably lead to more nominal dollars spent on the removal. But, this is not the

issue. Amortization does not increase costs of removal. It only speaks to spreading

that cost out over time. Mr. Kennedy's comments really relates to the fact that inflation

increases the nominal dollar cost of removal in the future.

Mr. Kennedy suggests that the approach to net salvage is a "balancing

act"5. But at least one utility, Manitoba Hydro, has determined the appropriate balance is

to not include negative salvage at all. NTFL submits this practice should be incorporated

by NTPC to mitigate the impact on today's ratepayer.

Again, NTFL invites the Board NTPC to, at the time of the next GRA,

explore the application of alternate approaches to negative salvage used by other

utilities and present the resulting rate impacts.

IV. Conclusion

In conclusion, NTFL believes the approach to ROE being used by NTPC

is inappropriate at this time and that the Board ought to set an ROE of O. NTFL further

submits that the collection of negative salvage is unnecessary at this time, and that

alternative accounting practices should be explored at the time of the next GRA.

NTFL repeats and relies on its Written Argument on Phase I filed August

14,2017, and continues to request the orders set out at pages 25-26 therein.

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 28th day of
August, 2017.

SWEATMAN LLP

5 NTPC Written Argument Phase I at page 25.


