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1. BACKGROUND & APPLICATION 
 

1. By letter dated June 30, 2016, the Northwest Territories Power 

Corporation (“NTPC” or the “Corporation”) submitted to the Northwest 

Territories Public Utilities Board (“the Board”) its Phase I General Rate 

Application (“GRA, Application”). The Application outlines forecast costs 

for providing electricity service for the 2016/17, 2017/18 and 2018/19 fiscal 

years (the “Test Years”). The Phase I application was updated on March 

1, 2017 by NTPC. 

 

2. In Decision 12-2016 the Board approved a 4.8% interim increase in 

energy rates for 2016/17, effective August 1, 2016.  In Decision 4-2017 

the Board approved a further interim increase of 4% for 2017/18, effective 

April 1, 2017. While the 4.8% increase for 2016/17 was applied on an 

across the board basis applicable to all energy rates, NTPC proposed to 

apply the combined 4.8% increase from 2016/17 and the 4% increase for 

2017/18 to achieve certain target revenue to cost ratios by rate class. The 

target revenue to cost ratios proposed by NTPC in this context are 

addressed in this Decision. 

 

3. The Board issued Decision 16-2017 dated December 15, 2017 

determining the issues raised in the Phase I proceeding and directed 

NTPC to file a Compliance Application reflecting the findings and 

directions in the Decision by February 15, 2017. 
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4. By letter dated March 1, 2017, NTPC submitted its Phase II General Rate 

Application (“GRA Phase II” or “Phase II Application”) for the 2016/17, 

2017/18 and 2018/19 Test Years for an order or orders of the Board: 
 

a) approving the Corporation’s proposed rates for retail, 
wholesale and industrial customers set out in Schedules 3.1.1 
and 3.1.2 for implementation effective April 1, 2017 and April 1, 
2018 respectively; and 

 
b) approving as final, the interim rates approved for the 2016/17 

Test Year that took effect August 1, 2016 as approved in Board 
Decision 12-2016.  

 
and for any such further and other orders within the Board’s 
jurisdiction as the Corporation may request, and the Board 
determines proper. [16/19 PHII-NTPC-X001] 

 

5. NTPC states, the Corporation prepared its Phase II Application based on 

the 2018/19 Phase I Revenue Requirement based on NTPC’s March 1, 

2017 updated revenue requirement and a 2018/19 Cost of Service (“COS”) 

study.  

 

6. While the Phase I proceeding involves the determination of the 

Corporation’s revenue requirement and the determination of the level of 

revenues required to meet the revenue requirement, the Phase II 

proceeding involves the recovery of the Board determined revenue 

requirement by rate zone and by rate class, rate design for different 

classes of service as well as the Terms and Conditions of service. 

 

7. Pursuant to the provisions of section 13.(1) of the Rules of Practice and 

Procedure, the Board, by letter dated June 14, 2017, directed NTPC to 

publish notice of the public hearing of the GRA (Phases I and II) in 
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newspapers that circulate in the Northwest Territories. The notice 

published in June 2017 indicated that the Hearing would take place in 

Yellowknife and invited parties wishing to comment on the GRA to do so 

by registering their appearance at the commencement of the Hearing. 

[16/19 PHII-NTPC-X015] 

 

8. The City of Yellowknife and Town of Hay River (collectively referred to as 

“YK/HR”), the Thermal Generation Communities, comprised of the Town 

of Inuvik, Town of Norman Wells and Village of Fort Simpson (hereinafter 

the “TGC”), the Northern Territories Federation of Labour (“NTFL”) and 

Northland Utilities Limited (“NUL”) were registered as interveners in the 

GRA (Phase I and II) proceedings. 

 

9. The 2016/19 NTPC GRA Phase II proceedings to examine NTPC’s 

application included a discovery process through exchange of written 

interrogatories and responses, intervener evidence, rebuttal evidence by 

NTPC, and a hearing. 

 

10. Written Phase II evidence was filed on behalf of YK/HR and NTFL, by 

letters dated May 26, 2017. Responses to Information requests were 

received on June 16, 2017. 

 

11. NTPC filed its Rebuttal Evidence respecting Phases I and II on June 30, 

2017. 

 

12. By letter dated July 6, 2017 NTFL advised that it is withdrawing its 

intervention from Phase II of the GRA and requested to remove from the 

record of the proceedings, the entirety of NTFL’s witness, Ms. 

Balakrishnan’s Phase II evidence as well as portions of her Phase I 
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evidence. [16/19 PHII-NTPC-X017] The matter of NTFL’s withdrawal from 

the Phase II proceedings as well as the removal of portions of the NTFL 

Phase I evidence was discussed at the commencement of the hearing on 

June 10, 2017. As a result, NTFL is not considered an intervener in the 

Phase II proceedings. 
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2. PUBLIC HEARING 
 

13. The hearing (Phases I and II) was held in the City of Yellowknife on July 

10 – 13, 2017. During the course of the hearing, members of the public 

who had not requested intervener status were invited to participate. There 

were several members of the public who made presentations to the Board 

and these are described in the 2016/19 GRA Phase I Decision 16-2017.  

 

14. Written Argument respecting the Phase II proceeding was filed on August 

21, 2017 by NTPC, YK/HR, TGC and NUL; Reply Argument was filed on 

September 5, 2017. 
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3. COST OF SERVICE STUDY 
 

3.1 General 

 

15. NTPC states the 2018/19 COS Study is based on the Corporation’s 

proposed 2018/19 Revenue Requirement and the Corporation’s rate 

proposals focus on the 2018/19 Test Year because it is the final test year. 

 

16. NTPC states, the 2018/19 COS Study was prepared consistent with the 

rate zones as per Board Decision 16-2010. The NTPC COS Study 

includes three zones: 

Snare Hydro, Taltson Hydro, and Thermal. The COS Study 

includes the following classes of customers: Wholesale, Industrial, 

Residential, General Service or Streetlights. The latter three are 

collectively considered the “Retail” classes 

 

17. The COS Study does not have separate rate classes for Government and 

Non-Government customers consistent with the Board’s view that there is 

no difference in costs between Government and Non-Government. 

 

18. The issues respecting the COS study are discussed in the following 

sections. 

3.2 Assignment of Snare assets to “All except Behchoko” 

 

19. NUL submitted that the Jackfish assets and the transmission assets 

connecting it to the rest of the Snare system should be treated in a 

manner consistent with the view the Jackfish plant and transmission 
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assets connecting it to the rest of the Snare system acts as a substitute for 

when hydro generation is not available and provides system support 

during drought conditions and for system peaking. As a result, NUL 

submitted Behchoko shares in the benefit of the Jackfish plant and its 

transmission connection and therefore should also share in the costs. 

 

20. NUL submitted the “All Except Behchoko” cost assignment method that 

NTPC uses, provides preferential treatment to NTPC’s Retail customers at 

the expense of other customers (including Northland’s customers). NUL 

requested that the Board direct NTPC to remove the “All Except 

Behchoko” assignment method from its Cost of Service study. [NUL 

Phase II Argument, paragraphs 28, 29] 

 

21. In its Reply NTPC stated: 

NTPC acknowledges that in its Application, it referred to the 
Jackfish diesel plant as providing baseload for the Snare system 
during the recent low water conditions. In this regard, NTPC should 
have been more precise. The support provided to the Snare system 
by Jackfish is limited to Yellowknife and Dettah. Frank’s Channel in 
Behchoko was also run continuously during the low water condition 
to provide the necessary support to the Snare System. [NTPC 
Phase II Reply, p2] 

 

Board Findings: 
22. NTPC states, the transmission assets on the Snare system were assigned 

in three sections: Snare Hydro to Smiley Lake Tap (section 1); Smiley 

Lake Tap to Jackfish (section 2); and Smiley Lake Tap to Behchoko 

(section 3). The sections were illustrated in Figure 2-1 as follows by 

NTPC. 
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23. NTPC’s proposal is that Section 2 of the transmission system should be 

allocated to all customers except Behchoko since Behchoko has its own 

back up supply at Frank’s Channel and therefore does not have to rely on 

Jackfish for back up supply in the event of failure of supply from Snare 

hydro. Since the transmission line from Smiley Lake Tap to Behchoko 

provides service to customers in Behchoko Section 3 of the transmission 

system is direct assigned by NTPC to the Snare zone retail customer 

group. 

 

24. In the Board’s view, the manner in which the transmission system is 

planned on an ongoing basis, ought to determine cost responsibility rather 

than actual usage. Therefore, if supply to Behchoko does not need to rely 

on Jackfish supply for reliability reasons, then NTPC’s proposed allocation 

would appear to be appropriate. On the other hand, if not for the existence 

of the Jackfish plant and Section 2 of the transmission system, the 

Behchoko system, as a stand alone system, would require transmission 

reinforcement for system stability or reliability reasons, then the NUL 

argument that Section 2 of transmission system should be allocated to all 

customers including Behchoko may apply. 

 

25. The Board notes NUL did not file evidence with respect to this matter in 

these proceedings. Accordingly, there is insufficient evidence in these 

proceedings to persuade the Board to change the current cost 

assignment/allocation for Section 2 of the transmission system. However, 
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NTPC is directed to address the appropriate assignment/allocation for 

Section 2 of the transmission system, taking the above comments into 

consideration, at the time of the next Phase II proceedings. 

 

3.3 Distribution Plant Classification Factors 

 

26. NTPC undertook a review of utilities distribution plant classification factors 

in response to a direction from the Board in Decision 7-2016. 

 

27. With respect to the review and the NTPC proposed distribution plant 

classification factors, TGC submitted: 

In response to an undertaking at the hearing to provide an update 
with respect to the utilities noted above for which final regulatory 
approvals had not been received, NTPC filed a revised Table 4.1 – 
Distribution Plant Classifications for Surveyed Utilities. Since the 
classification factors for SaskPower have not been approved by the 
regulator, it is inappropriate to incorporate the classification factors 
for SaskPower. The TGC is not opposed to including the updated 
Distribution Plant classification factor results provided for Manitoba 
Hydro and BC Hydro as these are now approved by their respective 
regulators. 
 
The Board should therefore direct NTPC to refile, as part of its 
Phase 2 GRA Compliance Filing, the results of updated Distribution 
Plant classification as shown in Undertaking # 2 [X25], excluding 
the unapproved results of SaskPower. [TGC Phase II Argument 
paragraphs 46, 47] 

 

28. With respect to TGC’s Argument, NTPC replied as follows: 

TGC in its argument suggests that the Corporation should exclude 
SaskPower from the survey as the SaskPower study has not yet 
been accepted for rate making purposes. The Corporation noted in 
response to TGC.NTPC-9 that the survey was intended to expand 
the number of utilities in the sample compared to the 2012/14 GRA, 
but was not intended to be exhaustive. Further, the Corporation 
noted in response to TGC.NTPC-10 that minor changes to the 
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distribution classification ratios made only very small changes to 
class revenue requirements, and would not alter the Corporation’s 
rate proposals. 
 
The Corporation believes the classification ratios it has used are 
reasonable for ratemaking purposes, but in the event the Board 
elected to exclude the SaskPower results, the change would be 
relatively minor to the cost of service study and would not materially 
affect the Corporation’s rate proposals. [NTPC Phase II Reply, p 3] 

 

Board Findings: 
29. The Board has reviewed the updated distribution plant classification ratios 

as set out in Undertaking # 2 [16/19 PHII-NTPC-X022] and finds that they 

are within reasonable limits. Although there would be minor impacts from 

changing the classification factors as noted by NTPC, since these 

classification factors may go forward into future proceedings, before being 

reviewed again, the Board accepts the distribution plant classification 

factors as set out in Undertaking # 2 [16/19 PHII-NTPC-X022] with 

exclusion of SaskPower, for purposes of this Decision. NTPC is directed 

to reflect this finding in its Phase II compliance filing. 

 

3.4 Classification of Smart Meters 

 

30. TGC submitted that the new Intelligent Metering Hub or IMH system is 

capable of providing system-related benefits such as Transmission and 

Distribution benefits, and Asset Management and Engineering Benefits. In 

TGC’s view, customer-related benefits represent simply one element of 

the total benefits package this system promises to deliver. In view of this, 

TGC submitted that the continued use of classifying Metering costs as 

100% customer-related is no longer appropriate. [TGC Phase II Argument, 

Paragraph 76] 
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31. In response to TGC’s Argument, NTPC stated: 

While there is no doubt that the IMH project is expected to offer 
secondary benefits including in relation to load management, load 
profiling, and others, the Corporation remains of the view that as 
meters are designed to meet specific customer requirements and 
the existence of a meter is driven by the existence of customer, it is 
not appropriate to move away from the industry standard of 
classifying 100% of meter costs as customer related. 
 
NTPC is concerned that the study that TGC requests will be a 
costly and difficult undertaking. Further, NTPC is of the view that 
such a study ultimately is unlikely to provide conclusive information 
sufficient to support moving away from industry standard and prior 
Board approvals. [NTPC Phase II Reply, p 4, 5] 

 

Board Findings: 
32. While the Intelligent Metering Hub (“IMH”) system may be able to perform 

the basic metering functions, to the extent there are any additional costs 

included in the costs functionalized under meter costs that are capable of 

enhanced functions such as load management, load profiling and others, 

a case may be made that the meter costs so functionalized perform joint 

services and therefore should be allocated between the joint services.  

 

33. Notwithstanding the foregoing, the Board recognizes the integrated nature 

of the IMH infrastructure the costs of which include, not only the meters 

but also other components such as IT software and hardware systems. 

Therefore, in the Board’s view, it may be more appropriate to examine the 

entire IMH system from the perspective of cost causation and joint 

services/products to examine whether any changes to the corresponding 

functionalization and classification of costs are required. NTPC is directed 

to examine this matter in light of the above comments at the next Phase II 
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GRA and propose any changes to the functionalization and classification 

of the IMH system costs as may be considered appropriate.   

 

3.5 Classification of General Plant and Expenses 

 

34. With respect to the classification of general plant TGC submitted as 

follows: 

TGC submits that General Plant and General Expenses relate to a 
broad array of functions, including administration, generation, 
transmission, distribution and customer service functions. Further, 
General Plant categories in NTPC’s COSS include General 
Expenses, Working Capital, Common Costs/Common Deferral 
Accounts and Deferred Credits. To the extent these categories are 
not necessarily driven by salaries, salaries cannot be considered an 
appropriate allocator for classifying General Plant expenses. In the 
TGC's view, the use of a broader allocator than salaries, such as 
non-fuel O&M, serves as a more suitable basis of classifying these 
costs. NTPC should be directed to use non-fuel O&M for classifying 
General Plant and General Expenses at its next Phase 2 GRA. 
[TGC Phase II Argument, paragraph 62] 

 

35. In Response to TGC’s comments, NTPC stated: 

The Corporation provided information in response to TGC.NTPC- 
14 that indicated the effect of that change would generally be to 
shift costs to demand from energy. In the Thermal zone, the 
change would not materially alter classification ratios (less than 
0.5% change to any of the classification categories) and therefore 
would not substantially affect the Corporation’s rate proposals. 
NTPC Phase II Reply, p5] 

 

Board Findings: 
36. In the Board’s view the appropriate classification method for general plant 

and expenses should reflect cost causation as closely as possible. The 

Board notes from paragraph 58 of TGC’s Argument that General plant 

categories in the COS study include: 
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• General expenses; 

• Working Capital; 

• Common costs/Common Deferral Accounts; and 

• Deferred Credits. 

 

37. In view of the diversity of capital related and O&M related items 

comprising general plant and expense, the Board considers that a broader 

metric for cost classification than salaries would be appropriate to reflect 

cost causation more closely. TGC has recommended that NTPC be 

directed to use non-fuel O&M for classifying General Plant and Expenses. 

The Board considers that other, broad based metrics such as all costs 

(capital and non-fuel O&M) excluding general plant may also fit the 

description for a broader metric for cost classification. Accordingly, NTPC 

is directed to examine a suitable, broad based metric for general plant and 

expense classification and address this matter at the time of the next 

Phase II application. 

 

3.6 System Coincidence Factors and Demand Allocation Factors 

 

38. NUL submitted that NTPC’s derivations for NUL-YK and NUL-NWT 

wholesale coincidence factors on the bulk system are very different; the 

“CP for Taltson system is not observed while the COS assumes 100% 

coincidence factor for Taltson wholesale consistent with the previous 

filings.” NUL states for the Snare Wholesale coincident factor, NTPC 

compares 5 years of measured Wholesale CP to measured Wholesale 

NCP and calculates a coincidence factor of 97.5%. [NUL Phase II 

Argument, paragraph 10] 
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39. NUL submitted further that NTPC’s proposed system coincidence factors 

are determined inconsistently and are skewed to favor NTPC’s retail 

customers; allowing NTPC to use different methodologies, results in rates 

that are preferential to NTPC’s Retail customers. Accordingly, NUL 

requested the Board to direct NTPC to use the same methodology for 

determining its system coincidence factors for the Wholesale customers 

as it does for its Retail customers, using energy data from Northland’s 

recent annual filings. [ibid, paragraphs 13,14] 

 

40. In response to the concerns raised by NUL, NTPC stated: 

Substituting the alternative data recommended by NUL on the 
Snare system would ignore the fact that NTPC has metering in 
place that allows it to observe the system coincidence factor for 
NUL at the bulk power level. This information has been provided on 
the record of the current proceeding, unlike the alternative 
information proposed by NUL. The Corporation submits that its 
proposed approach is consistent with previous board approvals and 
should be continued. In the alternative, if the Board considers there 
is merit in investigating the comparability of the wholesale and retail 
system level coincidence factors, the Corporation could undertake 
to consider that for future cost of service studies. [NTPC Phase II 
Reply, p 7] 

 

Board Findings: 
41. The Board agrees with NTPC that substituting NUL’s proposal for the 

Snare system would ignore the fact that NTPC has metering in place that 

allows it to observe the system coincidence factor for NUL at the bulk 

system level. Since actual measurement would provide a more accurate 

measurement of peak demands, the Board will not accept NUL’s 

proposals respecting determination of coincidence factor for NUL YK, for 

the purposes of this Decision.  
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42. The Board is concerned that NTPC does not have appropriate metering in 

place to determine the peak demands for the Taltson wholesale customer 

(namely NUL NWT) who is a significant customer on the Taltson system, 

in order to provide an accurate measurement of peak demands for NUL 

NWT. The Board notes this is a matter that needs to be addressed in any 

future discussions respecting contracts for wholesale customers referred 

to in Section 4.2 of this Decision. 

 

3.7 Reflecting Line Losses in Determination of Energy Allocation Factors  

 

43. NUL expressed concern that NTPC’s forecast of Wholesale energy 

includes all energy downstream of the primary meter. For example, NUL 

states, in the Taltson zone, the downstream energy from the Wholesale 

primary meter includes the distribution station service at Hay River, and 

energy used at Northland’s buildings connected to its distribution system. 

Likewise, NUL states, in the Snare Zone, primary metering for Wholesale 

sales occurs upstream of Northland substation station services, and 

upstream of Northland-owned buildings. NUL states, NTPC’s method for 

determining losses removes similar energy amounts from NTPC’s Retail 

customers’ responsibility. 

 

44. NUL states that, by removing distribution station service energy and 

energy consumption at NTPC-owned buildings in its retail zone from its 

retail energy requirements, NTPC is depressing its retail energy used for 

allocating costs and providing preferential treatment to its retail customers. 

[NUL Phase II Argument, paragraphs 19, 20] 
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45. In its Reply NTPC stated: 

The Corporation notes that these buildings do provide services and 
house employees that provide benefits to all customers, including 
bulk power customers. On that basis, these loads are properly 
considered station service loads the costs of which should be borne 
by all customers. The Corporation submits that its treatment of 
these loads is reasonable and should be approved. [NTPC Phase II 
Reply, p 7, 8] 

 

Board Findings: 
46. While the Board agrees that usage downstream of the wholesale interface 

should not be reflected in any energy cost allocations between wholesale 

and retail customers, the Board notes NUL did not bring forward this 

matter in evidence. Therefore, the Board is not able to assess the 

materiality of the issue in these proceedings. Accordingly, the Board 

directs NTPC to assess the materiality of the impacts of energy used for 

station service downstream of the wholesale interface at the transmission 

level, on energy cost allocation as well as on load factor and coincidence 

factor calculations and, to the extent it is considered material, reflect any 

adjustments for downstream losses in the cost allocation factors at the 

time of the next Phase II GRA. 
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4. RATE DESIGN AND REVENUE TO COST RATIOS 
 

4.1 Revenue to Cost Coverage Ratios and Proposed Rate Adjustments 

 

47. By letter dated February 23, 2017, the Government of Northwest 

Territories (“GNWT”) issued the following directions concerning rate 

design and revenue to cost coverage (RCC) ratios as follows: 

2017 Electricity Rate Policy Direction 
 
Pursuant to Subsection 14(1) of the Public Utilities Act, the 
Government of the Northwest Territories Executive Council directs 
that the Board implement the following directives: 
 
Revenues to Cost Coverage Ratios Range of Reasonableness: 
 
1. 90% to 110% Revenue to Cost Ratio by Zone 

A range of reasonableness for zone based revenue to cost 
ratios is desirable as it allows for greater flexibility in rate 
design and promotes gradualism when customers in a 
particular zone are faced with changing economic 
circumstances. The NWT has relatively small rate zones that 
can be significantly impacted by economic events and zone 
based revenue to cost ratio between 90% and 110% over 
the long term will promote rate stability. 

 
2. 80% to 110% Revenue to Cost Ratio for non-Government 

customers 
 

To reduce the cost pressures faced by non-Government 
customers and to allow for greater flexibility in rate design, 
the revenue to cost ratio for non-Government customers 
should be between 80% and 110%. 

 
3. 100% to 130% Revenue to Cost Ratio for Government 

customers 
This allows for the GNWT to pay higher rates in certain 
zones to reduce the cost pressures faced by non-
Government customers, and allow for greater flexibility in 
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rate design. The revenue to cost ratio for Government 
customers should be between 100% and 130%. 

 
Rate Rebalancing: 
 
4. 1% Rate Rebalancing for non-Government customers 

To allow a gradual transition to rates that are not within the 
range of reasonableness for revenue to cost ratios by 
customer class and by zone, any rate impacts to non-
Government customers arising from the realignment of rates 
between zones and customer classes should not exceed 
one percent per year. 

 
5. 3% Rate Rebalancing for Government customers 

To allow a gradual transition to rates that are not within the 
range of reasonableness for revenue to cost ratios by 
customer class and by zone, any rate impacts to 
Government customers arising from the realignment of rates 
between zones and customer classes should not exceed 
three percent per year. 

 
Other Directives: 
 
6. Defer addressing Community Based Government Rates 

in NTPC thermal communities under the next General 
Rate Application (GRA) 
Community government utility bills are paid through 
contribution agreements to communities from Municipal and 
Community Affairs and combining thermal community 
government rates would require funding adjustments to 
communities.  For this reason the PUB is directed to defer 
any other rate rebalancing changes to Government rates in 
thermal zones, outside of bringing those rates within the 
100% to 130% revenue to cost ratio zone, until the next GRA 
so that governments can prepare for these changes. 

 
7. NTPC Monthly Fixed Customer Charges and Demand 

Charges to Remain the Same 
Maintaining a low monthly customer charge assists 
residential customers to manage cost of living through 
conservation and efficiency. Businesses can also manage 
their energy consumption more easily than their demand 
consumption. Recovering a portion of fixed and demand 
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charge costs through energy rates provides better price 
signals to businesses and residents. The current NTPC 
monthly customer and demand charges should remain the 
same until further direction is given. Monthly customer and 
demand charges should be comparable across zones and 
utilities to ensure no undue disparity between customers. 

 
Clarification for Government Directions 
 
It is noted by the GNWT that in Decision 7-2016, the PUB stated: 

“There is no guidance from the GNWT on the future direction 
of change for Government customer class revenue to cost 
ratios. The PUB is concerned by the extremely high rates 
applicable to Government customers in certain communities 
and considers that steps should be taken to bring these 
community based rates closer to zone based cost of 
service.” 

 
8. For issues similar to this that require clarification of 

government direction, the PUB is directed to request 
clarification in writing from the Minister Responsible for the 
PUB and take no action on those issues until clarification is 
obtained. Should the PUB require modification to 
government directions in order to resolve a rate setting or 
design issue, the PUB is directed to request clarification in 
writing from the Minister Responsible for the PUB. 

 

48. NTPC described the objectives for rate design in light of the GNWT 

instructions to be as follows: 

1. Rates must be set to recover the target 2018/19 
revenues. 
The proposed revenue to be recovered from electricity rates 
is $111.838 million in 2018/19. The proposed rates are 
currently targeted to recover the same total Corporate-wide 
revenue as equal 4% increases each year to all customers 
to facilitate comparisons of the effect of the proposed 
rebalancing on each rate class. This results in a shortfall 
from the proposed 2018/19 Revenue Requirement of 
approximately $0.235 million. The Corporation proposes to 
adjust its final proposed rates to fully recover the approved 
2018/19 Revenue Requirement as part of its compliance 
filing following a Board Decision. 
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2. Target proposed RCC ratios for each zone and customer 

class. 
NTPC’s rate design proposal was developed to make 
progress toward the zone and class RCC ratio targets 
contained in the 2017 Policy Direction and described in 
Section 3.1. 
 

3. Cap rate increases due to rebalancing: 
Consistent with 2017 Policy Direction, the Corporation’s rate 
proposal limits rate increases due to rebalancing (over and 
above the average Revenue Requirement related rate 
increase) to no more than 1% for Non-Government 
customers and 3% for Government customers. This results 
in total rate caps of 5% for Non-Government customers and 
7% for Government customers. 
 

4. Focus rate adjustments on energy portion of the rate. 
Consistent with 2017 Policy Direction the Corporation is not 
proposing changes to the existing customer and demand 
charges in this application. [Phase II Application p3-3] 

 

49. NTPC described the rate design criteria used to develop proposed rates to 

be as follows: 

1. Where the 4% average rate increase resulted in RCC ratios 
within the target ranges in 2018/19, those customer classes 
received the average rate increase. 

 
2. Where the 4% average rate increase resulted in RCC ratios 

below the target ranges, those customer classes received 
higher than average rate increases, subject to the rate caps 
on total rate increases of 5% to Non-Government customers 
and 7% to Government customers. 

 
3. Where the 4% average rate increase resulted in RCC ratios 

above the target ranges, those customer classes received 
lower than average rate increases or rate decreases to 
prevent them from exceeding the target RCC ratios. [ibid, 
p3-4] 
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50. NTPC provided the following Tables 3.1 and 3.2 summarizing the 

Corporation’s rate proposals for 2017/18 and for 2018/19 respectively: 
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51. A more detailed analysis of the Corporation’s rate proposals reflected in 

Tables 3.1 and 3.2 was provided in response to BR NTPC 1, Attachments 

1 and 2, filed as part of the March 1, 2017 interim rate application. 

 

52. With respect to the proposed RCC coverage for the Taltson Zone, TGC 

submitted that the GNWT’s 2017 Electricity Rate Policy Direction provided 

to the Board for all electric utilities requires rates be set so that the RCC 

for each rate zone is between 90-110%, i.e. within plus or minus 10% of 

the zone costs; NTPC appears to agree that its target RCC of 86.8% is in 

violation of the GNWT’s 2017 Electricity Rate Policy Direction. The TGC 

states it appreciates NTPC cannot fully comply with the 90-110% range 
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prescribed by the GNWT’s 2017 Electricity Rate Policy Direction as this 

same Direction also constrains NTPC to “rebalance” rates by no more 

than 1%. TGC submitted there is nothing in the 2017 GNWT Electricity 

Rate Policy Direction which would prevent the Board from making further 

adjustments to rebalance rates beyond the Test Year 2018/19 in order to 

ensure these rates (ie Taltson Zone) are fair, just and reasonable. [TGC 

Phase II Argument p4] 

 

53. The issue of whether the 3% limit on rate increases applicable to 

Government customers as prescribed in the GNWT Policy Direction to the 

Public Utilities Board (Board) dated February 23, 2017 also applies to 

NTPC’s Government industrial customer was raised at the time of the 

NTPC 2016/19 GRA Phase II proceedings.  

 

54. The Board sought clarification of the matter directly from the Minister 

responsible for the Public Utilities Board. By e-mail dated October 17, 

2017, the Minister confirmed that, for ratemaking purposes, Giant Mine 

need not be subject to the 3% limit applicable to all other Government 

customers. By letter dated October 20, 2017, the Board sought comments 

from all Parties respecting whether they had any objections to the 

admission of the Minister’s communication clarifying the applicability of the 

3% limit for Giant Mine. None of the parties responded to the request for 

comment. 

 

Board Findings: 
55. Having reviewed the response to BR NTPC 1, Attachments 1 and 2, filed 

as part of the March 1, 2017 interim rate application, the Board notes that 

the percent changes in rates were calculated by NTPC in relation to 

energy revenues only and did not consider energy, fixed and demand 
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revenues. Since the GNWT’s February 23, 2017 Instructions refer to rate 

impacts, the Board interprets that the percent rate changes should be 

calculated on total revenues comprised of energy, fixed and demand 

revenues.  

 

56. Accordingly, for the purposes of the Phase II compliance filing, NTPC is 

directed to determine the allowed increases as per the Instructions using 

total revenues comprised of energy, fixed and demand revenues. 

 

57. The Board notes from the response to BR NTPC 1, Attachments 1 and 2, 

filed as part of the March 1, 2017 interim rate application that certain non-

Government rate classes did not reflect the full adjustment for rate 

realignment allowed for in 2018/19 under the Instructions, although the 

corresponding RCC ratios were below the 90% threshold specified in the 

Instructions. The Table below identifies, among others, those rate classes 

where rate realignment increases could be maximized. In the Board’s view 

this may help improve the RCC for the Taltson zone without compromising 

the requirements of the Instructions.  

 

58. The Board also notes from the response to BR NTPC 1, Attachments 1 

and 2, filed as part of the March 1, 2017 interim rate application that 

certain non-Government rate classes did not fully reflect adjustments to 

bring RCC ratios within the upper limit of 130% specified in the 

Instructions. The Table below identifies, among others, those rate classes 

where the realignment decreases could be maximized to help bring all rate 

classes under 130% RCC. 

 

59. In view of the inapplicability of the 3% limit to the Giant Mine as per the 

Minister’s letter and considering that the Giant mine RCC is below 90%, 
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the Board considers that the realignment increase should bring the Giant 

Mine RCC to 90% for the purposes of these proceedings. 

 

60. NTPC is therefore directed to make the appropriate changes to RCC for 

the purposes of the compliance filing as per the following Table: 

 

 

 
 

Rate Class Proposed RCC (1) Changes for  Design of 2018/19 Rates
Snare System:
Non Government-Residential 84.6% Increase up to 1% realignment Increase (2)
Government industrial-Giant Mine 83.4% Increase to achieve 90% RCC
Government-Residential
 Behchoko 88.8% Increase up to 3% realignment Increase 
Government General Service
 Behchoko 130.7% Reduce RCC to 130% or less
Government Lighting
 Behchoko 132.3% Reduce RCC to 130% or less

Taltson System:
Non Government-Residential 77.4% Increase up to 1% realignment Increase (2)
Non Government-General Service 78.4% Increase up to 1% realignment Increase (2)
Government-Residential
 Ft Smith 79.5% Increase up to 3% realignment Increase (2)
Government General Service
 Ft Smith 85.1% Increase up to 3% realignment Increase (2)
Government Lighting
 Ft Resolution 151.6% Reduce RCC to 130% or less

Thermal System:
Non Government-Residential 83.1% Increase up to 1% realignment Increase (2)
Non Government-General Service 75.9% Increase up to 1% realignment Increase (2)
Non Government-Residential Norman 65.5% Increase up to 1% realignment Increase (2)

Notes:
1. Per Attachment 2 to BR NTPC 1 March 1, 2017 Interim Rate Application
2. The 1% and 3 % rate relignment increases must be calculated on total revenues including fixed 
and demand charges

Changes to RCCs for Consideration in Phase II Compliance filing
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61. NTPC is also directed to provide revised tables in Excel format similar to 

BR NTPC 1, Attachments 2 from the 2017/18 interim rate application, 

reflecting the above noted changes to the rate realignment 

increase/decrease and to also use the 2018/19 percent change in rates 

arising from Phase I Decision 16-2017 in place of the NTPC proposed 

Phase I rate increase. 

 

4.2 Customer Fixed Charges, Demand Charges and Contract Demand 

 

62. In Decision 7-2016 dealing with NTPC’s 2012/14 GRA Phase II, the Board 

directed NTPC to address the appropriateness of residential fixed 

charges, demand charges for general service customers, demand charges 

and contract demands for wholesale and industrial customers as follows: 

The Board notes that except for the thermal zone residential 
customers, the recovery of customer related costs through the 
relevant customer related charges is low for the remaining 
residential classes in each rate zone. Similarly, the revenue to cost 
coverage of demand costs for general service customers in each 
zone appears to be low. In the Board’s view there is room for 
improvement in the revenue to cost coverages for customer related 
costs and demand related costs, with the exception of the thermal 
zone residential class. Accordingly, NTPC is directed to address 
the matter of customer fixed charges and demand charges, having 
regard to all relevant rate design criteria, at the time of the next 
GRA Phase II. [Decision 7-2016, paragraph 185] 

And 

The Board is concerned that if the revenue to cost coverages for 
recovery of fixed demand charges for wholesale/industrial 
customers is either absent or low, or if there are no contract 
demand requirements, particularly for larger customers, there could 
be a significant risk of revenue variability for the Corporation. 
Accordingly, NTPC is directed to address the appropriate revenue 
to cost coverages by rate component as well as the matter of 
contract demands, for the wholesale and industrial classes at the 
time of the next GRA Phase II. [ibid; paragraph 186] 
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63. In response to the above directions NTPC stated that, for the residential 

class, utilities vary widely regarding the amount of cost recovered through 

the customer charge, with NUL NWT collecting the lowest percentage 

(34%) and both SaskPower and Maritime Electric collecting over 100% of 

customer costs through the customer charge. NTPC stated, the other 

utilities surveyed collect around 60% of customer-related costs through 

the customer charge and the Industry average for customer related cost 

recovery rate through the customer charge is approximately 61%. NTPC 

stated its 2018/19 COS study indicates that in the thermal zone, where the 

greatest proportion of customer accounts are, 92.4% of customer related 

costs are recovered through the customer charge. NTPC stated that the 

recovery rate for the Snare zone and Taltson zones are approximately 

49%. 

 

64. With respect to the general service class, NTPC stated utilities vary both 

in the percentage recovered through the demand charge and if they 

charge a customer charge for general service customers. Industry 

average for demand related cost recovery rate through the demand 

charge is approximately 53%. NTPC stated its demand charge recovers 

between 20-35% of demand related costs in each zone. 

 

65. With respect to the wholesale industrial classes NTPC stated, the 

recovery rate of the demand charge for the surveyed utilities is highly 

variable, between 40% to over 100%. NTPC stated that its demand 

charge recovery rate is 42% for the industrial customer and 23% for the 

wholesale customer. 
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66. NTPC also submitted Directive 7 of the 2017 GNWT Directions indicate 

the current NTPC monthly customer and demand charges should remain 

the same until further direction is given. Accordingly, NTPC did not 

propose any changes to the fixed customer charges, demand charges or 

contract demands. 

 

67. In its Argument TGC submitted as follows with respect to the residential 

fixed customer charges: 

The filed evidence indicates the percent recovery of fixed costs in 
the Monthly Customer Charge is highest in the Thermal Zone, at 
92% compared to the recovery in Hydro Zones of 49%, and 
compared to the industry average of 61%. Attempts to save 
electricity costs by Residential customers in the Thermal Zone by 
way of conservation, for example, is much less effective than 
corresponding efforts in the Hydro Zone. The customer charge 
should be set at a level necessary to provide appropriate and 
effective price signals for customers to conserve energy, 
particularly in the Thermal Zone where energy rates are three times 
higher than the Hydro Zone. 
 
The TGC recommends that the Board direct NTPC to address at its 
next GRA: (i) Why the recovery of customer-related costs through 
the Customer Charge should not be set at about 60%, which is the 
industry-wide average as per NTPC’s survey of peer utilities, for 
each zone?; and (ii) the impact(s) on price signals, and other rate 
design criteria, of the differential cost recoveries in each zone in 
respect of customer-related costs in the Fixed Customer Charge for 
Residential customers. [TGC Phase II Argument, p24] 

 

68. With respect to demand charges applicable to General Service customers 

TGC stated: 

However, in light of the GNWT’s 2017 Electricity Rate Policy 
Direction [Directive 7], the TGC concur there is no option in the 
context of the current 2016/19 Phase 2 GRA, for NTPC to move the 
RCC’s for General Service customer class i.e. from the current 
recovery of 20-35% of demand related costs to the industry 
average of 53%. 
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NTPC should be directed, for purposes of its next Phase 2 GRA, to 
design General Service rates so that the recovery through the 
demand portion of the General Service rates moves closer to the 
industry-wide average noted above. As well, considering that a 
number of peer utilities surveyed include both a demand and 
customer charge for General Service customers, NTPC should be 
directed to provide an assessment of including a customer charge, 
in addition to the demand charge, at its next GRA. [TGC Phase II 
Argument, p38] 

 

69. With respect to wholesale and industrial customers TGC submitted: 

As the system is planned to meet the demands imposed by the 
large customers, it makes sense to have a demand charge which 
appropriately recovers the demand-related costs imposed by these 
large customers. To avoid the potential “free-ridership” issue, the 
Board should direct NTPC, as part of its Phase 2 Compliance 
Filing, to submit a proposal for a demand charge for Wholesale and 
Industrial customers. 
 
The Board should direct NTPC to enter into immediate discussions 
with both its Wholesale and Industrial customers with a view to 
developing a contract which governs the terms and conditions of 
providing service to these large customers. As soon as the contract 
with these customers is signed, a copy should be sent to the Board 
for approval. If parties are not able to come to an agreement on 
suitable contract terms within 6 months of the Board’s Decision on 
this Phase 2 GRA, NTPC should advise the Board, including next 
steps, if any. [TGC Phase II Argument paragraphs 102, 103] 

 
70. In response to TGC’s Argument respecting residential fixed charges and 

general service demand charges, NTPC stated: 

NTPC submits that the TGC’s recommendations should be denied 
in the interest of regulatory efficiency. NTPC notes that Directive 7 
specifies that customer and demand charges remain the same 
“until further direction is given.” The GNWT is the only party who 
can revise the Directive 7. Without a revision to Directive 7, the 
PUB directives sought by the TGC are completely irrelevant and 
undertaking the work to respond to the recommendations would be 
inefficient, unnecessary and divert Corporate resources from more 
critical matters. [NTPC Phase II Reply, p12] 
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71. With respect to TGC’s Argument respecting wholesale/industrial demand 

charges and contracts, NTPC stated: 

In the Corporation’s view, the industry and wholesale customers 
are included in the class of customers that Directive 7 is intended to 
and does apply to and therefore, NTPC is unable to adjust demand 
and customer charges for these customer classes as well. [ibid, 
p13] 

 

72. Further, NTPC submitted: 

Despite the fact that it is not the PUB’s job to oversee the 
operations of the Corporation, TGC once again is seeking a 
directive the effect of which is to substitute the Board’s judgment for 
the Corporation’s judgment in assessing the appropriate need for 
and timing of any negotiations of long term contracts with the 
Corporation’s industrial and wholesale customers. NTPC submits 
that the PUB in Decision 13-2007 appropriately understood and 
articulated the role that the PUB is to play in relation to such 
matters. As the PUB referenced, wholesale rates continue to be set 
by the Board regardless of whether wholesale contracts are in 
place. And further the PUB understood that “if wholesale rate levels 
or structure were to change as a result of …any contractual 
arrangements, the Board will be privy to the revenue impacts of 
such changes at the time.” That continues to be the situation today. 
The Board, in its role of setting just and reasonable rates, will 
continue to assess the rates being charged to wholesale and 
industrial customers and the existence or not of a long term 
contract does not change that. NTPC echoes the Board’s finding in 
Decision 13-2007, that “no action is required by the Board with 
respect to this matter at this time.” [NTPC Phase II Reply, p18] 

 

Board Findings: 
73. Under the Public Utilities Act (“PU Act”), the Board is charged with the 

responsibility of establishing just and reasonable rates. In doing so, the 

Board, by regulatory convention and practice, is required to balance a 

number of rate design criteria including the following: 
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Principles of Public Utility Rates by James C. Bonbright: 
 

• Rate attributes: simplicity, understandability, public acceptability 
and feasibility of application and interpretation 

• Effectiveness of yielding total revenue requirements under the 
fair return standard 

• Revenue (and cash flow) stability from year to year 
• Stability of rates themselves, minimal unexpected changes that 

are seriously adverse to existing customers 
• Fairness in apportioning cost of service among different 

consumers 
• Avoidance of “undue discrimination” 
• Efficiency of rate classes and rate blocks in discouraging 

wasteful use of service while promoting all justifiable amounts of 
use: 

o In the control of the total amounts of service supplied by 
the utility 

o In the control of the relative uses of alternative types of 
service (on-peak versus off-peak electricity) 

 

74. Sections 48(2) of the PU Act provides that the Board is the sole judge 

whether: 

(a) a rate for service is unreasonable, unjustly discriminatory or 
unduly preferential; 

(b) there is undue prejudice or disadvantage in respect of a rate 
or service; or 

(c) a service is extended under substantially similar 
circumstances. 

 

75. The Board has viewed the February 23, 2017 Electricity Rate Policy 

Direction in the context of the Board’s statutory mandate. Section 14(1) of 

the PU Act provides that the Executive Council may issue directives to the 

Board respecting policies to be applied by the Board in the determination 

of its orders, decisions and rules: 
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14.(I) The Executive Council may issue directives to the Board 
respecting 
(a) policies to be applied by the Board in the determination of its 

orders, decisions and rules; and 
(b) the general performance of the duties of the Board. 

 

76. Given its statutory mandate, the Board considers it must interpret and 

apply the directives of Executive Council under Section 14(1) of the PU 

Act in a manner consistent with the Board’s responsibilities as prescribed 

in the PU Act. 

 

77. The Board notes the intent of Directive 7 of the 2017 Electricity Rate 

Policy Direction dated February 23, 2017 is to allow for flexibility in rate 

design, among others:  

The following directives are for all electric utilities in the NWT 
unless otherwise specified, and will promote rate stability, 
gradualism and allows for greater flexibility in rate design. 

 

78. Given the Board’s statutory mandate to establish just and reasonable 

rates and the intent of the Policy Direction to allow flexibility in rate design, 

the Board interprets the requirement in Directive 7 that the current NTPC 

monthly customer and demand charges should remain the same until 

further direction, as policy guidance for NTPC’s current Phase II GRA, and 

not intended to limit the Board’s statutory mandate to establish just and 

reasonable rates in any future Phase II GRA proceedings. The Board will 

therefore deal with the issue of fixed customer and demand charges and 

wholesale contracts, consistent with this interpretation. 

 

79. The Board considers that, continuing to give effect to rate increases 

exclusively through energy charges in future proceedings, without due 

balancing of the different rate design criteria in a public forum and in a 

transparent manner, would not serve the public interest.  
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80. Although NTPC addressed the Board’s directions respecting rate 

components from a cost recovery perspective, NTPC did not address how 

the design of rate components including contract demand for large 

customers may be designed to provide the right price signals for economic 

efficiency of rates, while balancing all other rate design criteria.  

 

81. The Board recognizes the limited time between the release of the 2012/14 

GRA Phase II Decision in June of 2016 and the filing of the current Phase 

II GRA in March of 2017 for NTPC to comprehensively review rate design 

issues. However, in the go forward environment for supply and use of 

electricity, the appropriate design of rate components must consider, 

among other rate design criteria, the greater differentiation of the 

electricity services required of NTPC for economic efficiency. 

 

82. With this in view consideration may be given to reflecting in the energy 

rates Long Run Marginal Cost (LRMC) signals (levelized energy and 

capacity costs) based on the most economical form of generation addition; 

this approach to pricing the energy component of rates for residential and 

general service classes may help customers considering net metering or 

other forms of self-generation to make their choices based on 

economically efficient least cost choices.  

 

83. The design of fixed residential and general service demand charges, 

rather than being limited on the basis of revenue to cost coverages by 

component, may be designed with due regard to the economic pricing of 

energy (based on LRMC), while ensuring the general service rate design 

provides appropriate demand price signals based on relevant rate design 

criteria. 
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84. Other possibilities for differentiated service may include time of use rates 

for electric vehicles reflecting appropriate price signals for off peak use of 

the system (generation, transmission and distribution) versus on peak use. 

 

85. Revenue stability is one of the Bonbright rate design criteria; revenue 

instability may be caused by economic cycles or because of load 

defections and load reductions, if the rate design does not provide for 

appropriate recovery of the costs of fixed investments in facilities planned 

and built to provide service, particularly to large customers. Under these 

circumstances, failure to appropriately differentiate between fixed cost 

recovery and variable cost recovery in rates applicable to wholesale and 

industrial customers, could result in lack of cost accountability on the part 

of customers for facilities that are planned and added to serve their 

maximum load requirements, as well as, cause potential revenue (and 

cash flow) instability from year to year.  In this regard, the fixed facility 

costs (whether allocated or assigned) that are planned and built to serve 

the maximum requirements of wholesale and industrial customers are best 

recovered by contracts and priced appropriately to ensure cost 

accountability on the part of the wholesale and industrial customers and 

for revenue stability. 

 

86. NTPC is therefore directed to bring forward rate design proposals at the 

next Phase II GRA taking the following into consideration: 

• The design of rate components to consider, among other rate design 
criteria, the greater differentiation of the electricity services required of 
NTPC for economic efficiency. The design of fixed residential and 
general service demand charges, rather than being limited on the basis 
of revenue to cost coverages by component, may be designed with 
due regard to the economic pricing of energy (based on LRMC), while 
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ensuring the general service rate design provides appropriate demand 
price signals consistent with relevant rate design criteria. 

• The rate components and rate levels for wholesale and industrial 
customers to appropriately differentiate between fixed cost recovery 
and variable cost recovery and facilitate cost accountability through 
contractual arrangements including consideration of contract demand 

 

87. NTPC is directed to establish milestones for purposes of discussions with 

wholesale and industrial customers respecting development of appropriate 

demand charges and commitments for improving cost accountability for 

fixed costs through the rates and propose dates for implementation of any 

resulting changes as part of the Phase II Compliance filing. If the parties 

are not able to reach agreement at any stage in the process NTPC may 

forthwith bring forward disputed matters respecting costs or revenues, for 

Board resolution.  

 

4.2 Rate Stabilization Fund Rider 

 

88. In its Phase I Argument NUL submitted that NTPC’s Fuel stabilization rate 

rider is the same for all customers, regardless of whether they are retail or 

wholesale. NUL submitted this results in inconsistent treatment between 

NUL’s customers and NTPC’s customers, considering NUL must adjust 

this rider for distribution losses. NUL requested that the Wholesale RSF 

rider should be adjusted by NUL’s approved loss-adjustment factor to 

ensure the Rate Stabilization Fund (RSF) rider impact on end use 

customers is equitable and consistent. [NUL Phase I Argument, 

paragraphs 20- 23] 
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Board Findings: 
89. The Board considers that it would be consistent with the principles of cost 

causation to distinguish between losses applicable to the wholesale and 

industrial (transmission) level and the retail level (transmission and 

distribution) in designing NTPC’s RSF riders. Accordingly, NTPC is 

directed to reflect this distinction between the wholesale and industrial 

level and the retail level in future RSF rider filings. 

 

4.3 Government Customers 

 

90. Directive 6 of the 2017 Electricity Rate Policy Direction states: 

6. Defer addressing Community Based Government Rates 
in NTPC thermal communities under the next General 
Rate Application (GRA) 
Community government utility bills are paid through 
contribution agreements to communities from Municipal and 
Community Affairs and combining thermal community 
government rates would require funding adjustments to 
communities.  For this reason the PUB is directed to defer 
any other rate rebalancing changes to Government rates in 
thermal zones, outside of bringing those rates within the 
100% to 130% revenue to cost ratio zone, until the next GRA 
so that governments can prepare for these changes. 

 

91. The Board notes from BR NTPC 1 Attachment 1, filed as part of the March 

1, 2017 interim rate application, that the RCC ratios for Government 

customers reflect a wide range based on the 2017/18/ interim rates: the 

RCC ratios range from a high of 262.2% in Nahanni Butte to a low of 

74.9% in Norman Wells for residential; from a high of 423.3% in Nahanni 

Butte to a low of 79.8% in Norman Wells for general service and from a 
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high of 776.2% in Coleville Lake to a low of 80.9% in Norman Wells for 

Lighting. 

 

92. The rates for Government customers in some of the communities are at 

such high levels that they clearly contravene rate making principles and 

norms. The Board notes that the existence of contribution agreements 

have been put forward in past proceedings as reasons to delay any 

meaningful reform of Government rates in the Thermal communities.   

 

93. The Board considers reform of Government rates should be given priority 

so that all Government rate classes in the Thermal communities are 

transitioned to be in line with the Zonal revenue to cost ratios for 

Government classes, with due consideration to rate and revenue stability. 

Accordingly, NTPC is directed to propose a plan in consultation with the 

relevant Government Department(s), for transitioning Government 

customers in the Thermal communities to the relevant zonal revenue to 

cost ratios for Government customers, at the time of the next Phase II 

application. 
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5. TERMS AND CONDITIONS OF SERVICE  

 

94. The Board has reviewed the Terms and Conditions of Service filed as part 

of the Phase I application and accepts them as filed. 
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6. SUMMARY OF BOARD DIRECTIONS 
 

95. The Board notes NUL did not file evidence with respect to this matter in 

these proceedings. Accordingly, there is insufficient evidence in these 

proceedings to persuade the Board to change the current cost 

assignment/allocation for Section 2 of the transmission system. However, 

NTPC is directed to address the appropriate assignment/allocation for 

Section 2 of the transmission system, taking the above comments into 

consideration, at the time of the next Phase II proceedings. (paragraph 25) 

 

96. The Board has reviewed the updated distribution plant classification ratios 

as set out in Undertaking # 2 [16/19 PHII-NTPC-X022] and finds that they 

are within reasonable limits. Although there would be minor impacts from 

changing the classification factors as noted by NTPC, since these 

classification factors may go forward into future proceedings, before being 

reviewed again, the Board accepts the distribution plant classification 

factors as set out in Undertaking # 2 [16/19 PHII-NTPC-X022] with 

exclusion of SaskPower, for purposes of this Decision. NTPC is directed 

to reflect this finding in its Phase II compliance filing. (paragraph 29) 

 

97. The Board recognizes the integrated nature of the IMH infrastructure the 

costs of which include, not only the meters but also other components 

such as IT software and hardware systems. Therefore, in the Board’s 

view, it may be more appropriate to examine the entire IMH system from 

the perspective of cost causation and joint services/products to examine 

whether any changes to the corresponding functionalization and 

classification of costs are required. NTPC is directed to examine this 

matter in light of the above comments at the next Phase II GRA and 
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propose any changes to the functionalization and classification of the IMH 

system costs as may be considered appropriate. (paragraph 33) 

 

98. In view of the diversity of capital related and O&M related items 

comprising general plant and expense, the Board considers that a broader 

metric for cost classification than salaries would be appropriate to reflect 

cost causation more closely. TGC has recommended that NTPC be 

directed to use non-fuel O&M for classifying General Plant and Expenses. 

The Board considers that other, broad based metrics such as all costs 

(capital and non-fuel O&M) excluding general plant may also fit the 

description for a broader metric for cost classification. Accordingly, NTPC 

is directed to examine a suitable, broad based metric for general plant and 

expense classification and address this matter at the time of the next 

Phase II application. (paragraph 37) 

 

99. While the Board agrees that usage downstream of the wholesale interface 

should not be reflected in any energy cost allocations between wholesale 

and retail customers, the Board notes NUL did not bring forward this 

matter in evidence. Therefore, the Board is not able to assess the 

materiality of the issue in these proceedings. Accordingly, the Board 

directs NTPC to assess the materiality of the impacts of energy used for 

station service downstream of the wholesale interface at the transmission 

level, on energy cost allocation as well as on load factor and coincidence 

factor calculations and, to the extent it is considered material, reflect any 

adjustments for downstream losses in the cost allocation factors at the 

time of the next Phase II GRA. (paragraph 46) 

 

100. Accordingly, for the purposes of the Phase II compliance filing, 

NTPC is directed to determine the allowed increases as per the 
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Instructions using total revenues comprised of energy, fixed and demand 

revenues. (paragraph 56) 

 

101. NTPC is therefore directed to make the appropriate changes to 

RCC for the purposes of the compliance filing as per the following Table: 

 

 

 
(paragraph 60) 

Rate Class Proposed RCC (1) Changes for  Design of 2018/19 Rates
Snare System:
Non Government-Residential 84.6% Increase up to 1% realignment Increase (2)
Government industrial-Giant Mine 83.4% Increase to achieve 90% RCC
Government-Residential
 Behchoko 88.8% Increase up to 3% realignment Increase 
Government General Service
 Behchoko 130.7% Reduce RCC to 130% or less
Government Lighting
 Behchoko 132.3% Reduce RCC to 130% or less

Taltson System:
Non Government-Residential 77.4% Increase up to 1% realignment Increase (2)
Non Government-General Service 78.4% Increase up to 1% realignment Increase (2)
Government-Residential
 Ft Smith 79.5% Increase up to 3% realignment Increase (2)
Government General Service
 Ft Smith 85.1% Increase up to 3% realignment Increase (2)
Government Lighting
 Ft Resolution 151.6% Reduce RCC to 130% or less

Thermal System:
Non Government-Residential 83.1% Increase up to 1% realignment Increase (2)
Non Government-General Service 75.9% Increase up to 1% realignment Increase (2)
Non Government-Residential Norman 65.5% Increase up to 1% realignment Increase (2)

Notes:
1. Per Attachment 2 to BR NTPC 1 March 1, 2017 Interim Rate Application
2. The 1% and 3 % rate relignment increases must be calculated on total revenues including fixed 
and demand charges

Changes to RCCs for Consideration in Phase II Compliance filing
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102. NTPC is also directed to provide revised tables in Excel format 

similar to BR NTPC 1, Attachments 2 from the 2017/18 interim rate 

application, reflecting the above noted changes to the rate realignment 

increase/decrease and to also use the 2018/19 percent change in rates 

arising from Phase I Decision 16-2017 in place of the NTPC proposed 

Phase I rate increase. (paragraph 61) 

 

103. NTPC is directed to bring forward rate design proposals at the next 

Phase II GRA taking the following into consideration: 

o The design of rate components to consider, among other rate 
design criteria, the greater differentiation of the electricity 
services required of NTPC for economic efficiency. The design 
of fixed residential and general service demand charges, rather 
than being limited on the basis of revenue to cost coverages by 
component, may be designed with due regard to the economic 
pricing of energy (based on LRMC), while ensuring the general 
service rate design provides appropriate demand price signals 
consistent with relevant rate design criteria.  

o The rate components and rate levels for wholesale and 
industrial customers to appropriately differentiate between fixed 
cost recovery and variable cost recovery and facilitate cost 
accountability through contractual arrangements including 
consideration of contract demand. 

(paragraph 86) 
 

104. NTPC is directed to establish milestones for purposes of 

discussions with wholesale and industrial customers respecting 

development of appropriate demand charges and commitments for 

improving cost accountability for fixed costs through the rates and propose 

dates for implementation of any resulting changes as part of the Phase II 

Compliance filing. If the parties are not able to reach agreement at any 
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stage in the process NTPC may forthwith bring forward disputed matters 

respecting costs or revenues, for Board resolution.  (paragraph 87) 

 

105. The Board considers that it would be consistent with the principles 

of cost causation to distinguish between losses applicable to the 

wholesale and industrial (transmission) level and the retail level 

(transmission and distribution) in designing NTPC’s RSF riders. 

Accordingly, NTPC is directed to reflect this distinction between the 

wholesale and industrial level and the retail level in future RSF rider filings. 

(paragraph 89) 

 

106. The Board considers reform of Government rates should be given 

priority so that all Government rate classes in the Thermal communities 

are transitioned to be in line with the Zonal revenue to cost ratios for 

Government classes, with due consideration to rate and revenue stability. 

Accordingly, NTPC is directed to propose a plan in consultation with the 

relevant Government Department(s), for transitioning Government 

customers in the Thermal communities to the relevant zonal revenue to 

cost ratios for Government customers, at the time of the next Phase II 

application. (paragraph 93) 
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