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1. APPLICATION 

 

1. By letter dated April 29, 2016, the Northwest Territories Power 

Corporation (“NTPC” or “Corporation”) filed a 2016/17 Interim Rate 

Application. NTPC applied for interim rates to increase energy 

charges to all customer classes in all communities by 4.8% increase, 

effective June 1, 2016. NTPC stated that consistent with the 

Government of the Northwest Territories’ (“GNWT”) rate policy 

guidelines from February 2015, NTPC is not seeking to adjust 

customer charges or demand charges. 

 

2. NTPC also stated that consistent with its last General Rate Application 

(“GRA”), NTPC is proposing to transition to rates that fully recover 

NTPC’s revenue requirement by the end of a three-year period. In the 

2016/17 test year, the Corporation is requesting final rates be 

approved that are 4.8% higher than current rates for all communities 

and rate classes. 

 

3. NTPC indicated that despite the additional revenue from interim rates, 

the Corporation expects to incur a substantial shortfall in the 2016/17 

test year as set out in Table 1 below:  
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4. NTPC stated that the proposed interim rates for 2016/17 increase 

energy rates by 4.8% and are far lower than previous interim rate 

applications. The current proposal collects only 3.4% of the 

Corporation’s 2016/17 preliminary revenue requirement and less than 

half the anticipated 2016/17 shortfall at existing rates. 

 

5. NTPC provided reasons, below, for proposing these specific interim 

rates: 

 

1. Delay in implementing these adjustments will materially 

increase NTPC’s revenue shortfall for 2016/17. 

2. This approach is consistent with the principals of past interim 

rate approvals in that the proposed rate impact does not 

exceed 15% for any customer class. 

3. This approach assists with a measured transition to the 

necessary higher level of rates. 

4. It complies with GNWT Rate Policy Guidelines. 
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5. The proposed interim rates ensure the Corporation is able to 

continue to provide safe and reliable service and maintain 

NTPC’s financial viability for 2016/17. 

 

6. NTPC indicated that in the event the final 2016/17 revenue 

requirement is approved at a level below that proposed; NTPC is still 

seeking a final rate increase of 4.8% on energy rates for all customer 

classes in 2016/17. A lower approved 2016/17 revenue requirement 

would simply reduce the unrecovered revenue shortfall for NTPC. 

 

7. NTPC indicated that the 2016/17 Revenue Requirement highlighted in 

its Interim Rate Application dated April 29, 2016 is considered 

‘preliminary’ as NTPC has not yet filed it’s 2016/19 GRA. NTPC stated 

that as per its letter dated April 21, 2016, the Corporation will be filing 

a 2016/19 GRA by June 30, 2016.  
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2. PROCESS FOR EXAMINATION OF THE INTERIM APPLICATION 
 

8. The Board, by letter dated May 2, 2016, noted that interim rate 

increases in the past have typically been requested in the context of a 

filed GRA. Since a GRA with respect to 2016/17 has not been filed by 

NTPC there is insufficient information to assess on a prima facie 

basis, whether the requested interim increase is justified. Accordingly, 

as part of the May 2, 2016 letter the Board issued a set of information 

requests to NTPC which were intended to complete the record of the 

proceedings with respect to the interim application. By way of the May 

2, 2016 letter the Board instructed NTPC to publish notice of the 

application and established a schedule for examination of the interim 

rate application. 

 

9. The Thermal Generation Communities (“TGC”), the Hydro 

Communities (“HC”), and Ms. Janaki Balakrishnan from Envision 

requested to participate in the proceeding. 

 

10. The Board, TGC, HC and Ms. Balakrishnan issued information 

requests to which NTPC responded on May 20, 2016. 

 

11. Submissions from all parties were filed on May 27, 2016. 
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3. POSITIONS OF PARTIES 
 

12. By letter dated May 2, 2016, the NWT Association of Communities 

(“NWTAC”) stated that it opposes NTPC’s application. NWTAC 

indicated the NWT communities are already burdened by the highest 

electrical rates in the country, and these proposed increases stand to 

place additional financial burden on consumers already challenged by 

high prices. Communities in the territory are getting by on limited 

resources, already receiving 37% less than what they required from 

the GNWT. This increase will be to the detriment of community 

governments, business and residents. 

 

13. TGC submitted that NTPC has not established a case that, on a prima 

facie basis, an interim rate increase is needed at this time. Nor has it 

provided any evidence suggesting that in the absence of interim rates, 

it will not be able to continue to provide safe and reliable service, or 

maintain its financial viability for 2016/17. TGC submitted that, the 

timing of the filing of a GRA is entirely in the hands of the utility. Had 

NTPC actually wished to mitigate the anticipated 2016/17 shortfall, it 

could have filed its GRA much earlier. [TGC Submission, paragraph 

18] 

 

14. The TGC also submitted that given the absence of evidence 

supporting the requested interim rate increase, the Board should defer 

consideration of the interim rates application until after NTPC has filed 

its GRA. Only then, in the submission of the TGC, will the Board have 

sufficient evidence that would provide the basis for a more reasonable 
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assessment of the nature and extent of the shortfall in revenues in 

2016/17. [ibid, paragraph 19] 

 

15. The HC submitted it does not oppose the application as filed. HC 

stated its position is taken in light of NTPC’s evidence in its application 

and information responses. [HC Submission, page 1] 

 

16. Ms. Balakrishnan submitted, although the interim rate application is 

bound for refundable increase as applicable, it is advisable that an 

appropriate rate increase is approved following the GRA 2016/2017, 

as rate increase impacts heavily on small communities with high 

rates.[Submission, page 3] 
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4. DECISION 
 

17. NTPC estimates a revenue shortfall of $8.4 million in 2016/17 based 

on a revenue requirement of $110.3 million, revenues at existing rates 

of $100.2 million and non-electric revenues of $1.7 million. NTPC 

requests that an interim rate increase of 4.8% be approved effective 

June 1, 2016 which would recover $3.7 million additional revenues 

from June 1, 2016 to March 31, 2017. 

 

18. The Board requested NTPC to provide further information on the 

components of the forecast revenue requirement in BR NTPC 1. In 

response NTPC states, the Corporation has been working internally 

with its senior management team and its shareholder to review 

budgets and identify areas where there may be additional cost savings 

or cost deferrals available to minimize required rate increases. This 

work will continue in May and June 2016. As a result, the revenue 

requirement provided by the Corporation in its interim rate application 

is considered preliminary.   

 

19. Rather than providing details of the components of estimated revenue 

requirement for 2016/17 as requested, NTPC provided information 

with respect to how its costs have changed in 2014/15 in comparison 

to the 2013/14 GRA revenue requirement as follows: 

 

• Increased operations and maintenance expenses of 
approximately $2.889 million (7.4%) reflecting salary and 
wage increases consistent with the Corporation’s collective 
agreement and additional staffing requirements to address 
infrastructure renewal needs and increased regulatory 



The Public Utilities Board   8 
of the Northwest Territories 
Decision 5-2016 
 

requirements. The Corporation anticipates further upward 
pressure in this cost area for the 2016/17 through 2018/19 
test years.  

 
• Somewhat lower fuel and purchased power expenses as a 

result of lower fuel prices and decreased generation 
requirements due to lower sales and line losses. Further 
information on preliminary 2016/17 test year forecasts are 
provided in response to BR.NTPC 1 i).  

 
• Increased amortization expense (including depreciation and 

amortization of deferral accounts and deferred costs) of 
approximately $0.297 million (1.5%). This reflects increased 
capital investment. The Corporation anticipates further 
upward pressure in this cost area for the 2016/17 through 
2018/19 test years. The Corporation is also reviewing its 
requirements for amortization expense related to deferral 
accounts and deferred costs.  

 
• Decreased interest expense of $0.580 million (4.7%) related 

to lower interest rates for new debt issuances. The 
Corporation anticipates some upward pressure in this cost 
area due to increased infrastructure and capital investment, 
offset somewhat by a lower average cost of debt in the 
2016/17 to 2018/19 test years.  

 
• Lower revenues of $4.045 million (3.8%) as a result of 

decreased sales. Further information on the Corporation’s 
preliminary test year forecasts for 2016/17 is provided in the 
response to BR.NTPC 1 h).  

 
Taken together, these changes result in earnings of $0.554 million 
in 2014/15 for a return on equity of 0.7%.  [BR NTPC 1 c) to g)] 

 
 

20. NTPC states, the Corporate-wide reduction in sales results in a $4.6 

million reduction in forecast revenues in 2016/17 compared with 

2013/14, using final approved rates from April 1, 2015. NTPC states, 

these reductions corresponded with the substantial decrease in oil 

prices that began in the summer of 2014 and the resulting economic 
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effects on the resource sector. In its response to BR NTPC 1, NTPC 

notes total value of mining production in the Northwest Territories was 

down from $1.882 billion in 2014 to $1.791 billion in 2015, based on 

Natural Resources Canada information. 

 

21. NTPC notes that that the NWT is facing a range of economic 

challenges and the GNWT’s January 2016 fiscal framework forecasts 

modest operating surpluses in 2017 and 2018 with a small operating 

deficit in 2019. NTPC also notes that in 2015 the Conference Board of 

Canada forecasts average real GDP growth from 2015-2025 of 

approximately 1% for the NWT, the second lowest growth rate among 

Canadian provinces and territories. [BR NTPC 1h)] 

 

22. The Board notes NTPC’s evidence that the forecast 2016/17 fuel and 

purchased power expense is approximately $4.2 million less than the 

corresponding expense in the 2013/14 test year forecasts. [BR NTPC 

1i)] The revenue reduction of $4.6 million in 2016/17 would therefore 

be substantially offset by fuel and purchased power cost reductions.  

 

23. The Board also notes from NTPC’s 2014/15 annual report of finances, 

Schedule 5.0, that about $2.5 million of the increase in operations and 

maintenance (“O&M”) relative to the 2013/14 GRA forecast relates to 

the generation function and the explanation provided for this increase 

is as follows: 

Generation - Increased costs for preventative maintenance programs 
and employee training programs. Also included in 2015 are increased 
costs for extreme low water on the Snare system. [2014/15 Report of 
Finances Schedule 5.0] 

 

24. It is not evident whether the preventative maintenance programs 
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referred to in the above quote relate to engine overhauls which are 

part of the overhaul deferral account or other preventative 

maintenance involving generation. If the former, it is not evident why 

the expense should increase significantly in relation to the deferral 

account amortization expense approved at the time of the last GRA. If 

the latter it is not clear whether the increase is a one-time increase or 

not.  

 

25. The Board notes from information provided in the context of the rate 

stabilization fund refund rider application that NTPC received $4.8 

million in 2015/16 and $0.65 million in 2016/17 toward the cost of 

major overhauls.  It is not evident as to how these funds would have 

impacted the normalized level of generation O&M estimate for 

2016/17. 

 

26. In view of the above observations about generation O&M increase in 

2014/15, the Board is not able to make any assessments as to the 

prudent level of increase in O&M in 2016/17 relative to 2013/14. 

 

27. The Board notes that while the information provided by NTPC in its 

2014/15 report of finances suggests that a major part of the O&M 

expense increase in 2016/17 relates to generation preventative 

maintenance, in its response to BR NTPC 1c)-g), NTPC explained that 

the increased O&M expense amount of approximately $2.889 million 

(7.4%) reflects salary and wage increases consistent with the 

Corporation’s collective agreement and additional staffing 

requirements to address infrastructure renewal needs and increased 

regulatory requirements.  
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28. The Board notes NTPC did not provide more recent information on 

costs and revenues for the 2015/16 fiscal year even on an unaudited 

basis, as this information would have helped make a better 

assessment of the most recent trend in costs and revenues. 

 

29. In view of the foregoing, the Board’s overall assessment of the interim 

rate application is that the 2016/17 estimated revenue decrease of 

$4.7million would be substantially offset by the fuel cost decreases 

totalling $4.2million. Further, there are substantial unanswered 

questions as to the level of estimated O&M cost increase in 2016/17 

as discussed above. When all the cost increases and decreases are 

taken into consideration the Board is not convinced, based on the 

evidence filed by NTPC, that there is likely to be a substantial revenue 

shortfall in 2016/17 as to warrant an interim increase in rates effective 

June 1, 2016. Accordingly, NTPC’s request for interim rate increase 

effective June 1, 2016 is denied.  

 

30. The Board notes NTPC expects to file a complete GRA for 2016/17 by 

June 30, 2016. NTPC is free to request an interim rate change at that 

time. For an interim increase to be approved, the Board must be 

satisfied that such an increase is warranted based on a prima facie 

examination of the information. 
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