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1. Introduction1

By letter dated June 30, 2016, the Northwest Territories Power Corporation (the “Corporation”2

or “NTPC”) filed with the Northwest Territories Public Utilities Board (the “Board” or “PUB”)3

an Application for interim rates effective August 1, 2016 (the “Application”). Concurrently with,4

and in support of, the Interim Rate Application, on June 30, 2016 the Corporation filed a General5

Rate Application (“GRA”) for the Test Years 2016/17, 2017/18 and 2018/19.6

7

On July 6, 2016, the PUB issued a process schedule setting deadlines for completion of various8

steps in the proceeding. On July 7, 2016, the PUB issued a revised process schedule extending9

the deadlines in the July 6, 2016 letter. In accordance with the dates set in that revised schedule,10

NTPC received information requests from the Board, Hydro Communities being the City of11

Yellowknife and Town of Hay River (collectively “HC”) and the Town of Norman Wells, the12

Town of Inuvik and the Town of Fort Smith (collectively “TGC”). On July 12, 2016 the13

Corporation filed revised versions of the GRA schedules with the Board and intervenors. On July14

20, 2016, NTPC responded to the information requests. On July 12, 2016, the NWT Association15

of Communities (“NWTAC”) submitted a letter to the PUB in response to the Application.16

17

NTPC files these written submissions in support of its application for approval of interim rates as18

of August 1, 2016.19

20

(a) Requested Relief21

The Corporation requests that the Board approve interim refundable rates to increase energy22

charges for all customer classes in all communities by 4.8% effective August 1, 2016.23

24

Consistent with the GNWT’s rate policy guidelines from February 2015, the Corporation is not25

seeking to adjust customer charges or demand charges.26

(b) The Public Utilities Act (“Act”)27

NTPC seeks approval of interim rates in accordance with section 44 of the Act which authorizes28

that Board to “…make an interim order with respect to a schedule filed under section 43.”29

30

2. The Interim Rates Requested are Just and Reasonable to Customers31

(a) Need for Interim Rates32

Interim rates are required to meet the Corporation’s need for increased revenues to offset its33

revenue shortfall and to ensure that the Corporation has sufficient revenue to reinvest in capital34

infrastructure and maintain the equity portion of its capital structure. If the Corporation is denied35

the interim rate revenue as of August 1, 2016, it will be required to borrow more debt in 2016/1736



2

to finance its necessary capital investment. Denying this interim rate increase would be1

detrimental to both the Corporation and customers, as increasing debt levels put upward pressure2

on the Revenue Requirement and could become unsustainable.13

4

The shortfall from existing rates for 2016/17 is approximately $8.0 million. The shortfall is5

driven by a number of factors including: forecast sales for 2016/17 being lower relative to the6

2013/14 Test Year forecast, decreased fuel expense, increase in non-fuel operations and7

maintenance expenses, increasing costs of regulation and strategic initiatives and increases in8

capital related costs, deferred costs and deferral account costs.2 This revenue shortfall is material9

and likely and a delay in implementing these adjustments will materially increase NTPC’s10

revenue shortfall for 2016/17.11

12

(b) A 4.8% Rate Increase is Just and Reasonable13

The 4.8% interim rate will maintain the financial integrity of NTPC. The proposed interim rates14

ensure the Corporation is able to continue to invest in its aging infrastructure. Consistent with15

previous rate application approvals, the proposed 4.8% increase does not exceed 15% for any16

customer class. The proposed interim rates are significantly lower than normal rate of recovery17

of the revenue shortfall, are consistent with previous applications and accordingly these rates18

certainly meet the test for just and reasonable rates.19

20

The Corporation is seeking to transition customers to an overall Revenue Requirement that is21

approximately 13% higher than current rate levels over a three year period. The Corporation’s22

2016/17 interim rates are a first step toward the required revenue increases. The interim rates are23

consistent with the principles of gradualism, intergenerational equity and rate stability by24

assisting with a measured transition to the necessary higher level of rates. The 4.8% interim rate25

will not result in any zone being forecast to pay rates that result in revenues higher than the26

forecast Revenue Requirement for 2016/17.327

28

(c) 37.5% Shortfall Recovery is Reasonable29

The 37.5% shortfall recovery starting August 1, 2016 is a reasonable approach to balance the30

need to maintain the Corporation’s equity levels in 2016/17 and provide customers with a31

measured transition to the necessary higher rate levels.32

33

1 TGC.NTPC-5 (a) – (c); TGC.NTPC-2 (b) and (f).
2 BR.NTPC-1(a); for functional level non-fuel operations and maintenance costs see Schedules 5.1, 5.1-1, 5.1-2 and

5.1-3 from the 2016/19 GRA.
3 BR.NTPC-1(b).
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In previous applications, interim rates have been set to collect up to 80% of the revenue shortfall1

subject to a maximum rate increase of 15%. In the current Application, NTPC is seeking to2

recover only 37.5% ($3.005 million / $8.008 million) of the shortfall and limit the rate increase3

to 4.8% for all customers.4

5

The Corporation has not requested approval of a shortfall rider to cover the foregone revenue6

from April 1 to July 31, 2016. The Corporation has been working with its Shareholder to lower7

the costs of electricity for customers and the GWNT has made a number of capital and operating8

contributions to help reduce the Revenue Requirement which are reflected in the GRA.49

10

(d) Rate Increases for Energy Charges is Appropriate11

NTPC is requesting rate increases be applied only to energy charges and not customer or demand12

charges. In the Board’s Decision 7-2016 on NTPC’s 2012/13 and 2013/14 Phase II General Rate13

Application, the Board directed NTPC to address the matter of customer fixed charges and14

demand charges at the time of the next GRA Phase II.5 Accordingly, for the interim rate15

increases relating to the Phase I Application, it is appropriate for rate increases to be applied only16

to energy charges. This approach is also consistent with the practice of utilities in other17

jurisdictions.6 The Corporation will address the appropriateness of potential charges to customer18

charges and demand charges at the time of its next Phase II General Rate Application.19

20

(e) Revenue to Cost Coverage is Equitable21

NTPC targets a 90-110% range for revenue to cost ratios for all zones. This target balances22

gradualism and predictability for customers and is consistent with utility practices in other23

jurisdictions.724

25

The breakdown of Revenue Requirement by zone was provided as part of the 2016/19 Phase I26

Application for illustrative purposes only and final rates by customer class and zone are subject27

to rate rebalancing in a Phase II Rate Application. A number of factors will change the revenue28

to cost ratios for each zone. Cost allocations are still subject to change and will be reviewed as29

part of the next Phase II General Rate Application. The Corporation also notes there are a30

number of directives included in Board Decision 7-2016 related to the Corporation’s 2014 cost31

of service study which will change the cost of service methods.832

33

4 TGC.NTPC-2(b) and (f).
5 Decision 7-2016, p 62.
6 BR.NTPC-1(b), p 6, item 3 and TGC.NTPC-3 (c)-(d).
7 See BR.NTPC-1(b), p 7 re: other jurisdictions.
8 BR.NTPC-1(b) and see also BR.NTPC-1(c) in relation to government and non-government rates.
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3. Timing of the Application is Appropriate1

TGC seems to suggest in TGC.NTPC-4 that the implementation of the interim rates should be2

deferred until a later month. If the interim rate revenue is not secured as of August 1, 2016,3

NTPC will be required to borrow more debt in 2016/17 to finance its necessary capital4

investment. Denying an interim rate increase would be detrimental to both the Corporation and5

customers, as increasing debt levels put upward pressure on Revenue Requirement and could6

eventually become unsustainable. Delaying the interim rate increase would require an increase to7

the average base energy rate to achieve equivalent interim rate revenues of $3.005 million.98

9

To promote gradualism NTPC is seeking to transition customers to an overall Revenue10

Requirement that is approximately 13% higher than current rate levels. Over a three year period11

this requires average rate increases of slightly more than 4% per year. The implementation of an12

interim rate increase August 1, 2016 avoids multiple rate increases that would occur within13

months of each other, increases rates gradually and equally over the three year period and14

increases rates during the lower kwh consumption summer months. If interim rates are deferred15

to be implemented in the winter months when consumption is higher, the rate increase would be16

significantly higher.10 To promote gradualism, it is the Corporation’s view a gradual increase17

that is spread equally over three years is a more appropriate rate transition approach for18

customers as opposed to large rate increases followed by rate decreases. For every month the19

interim rates are delayed, the Corporation foregoes approximately $0.375 million in revenue.1120

21

4. Conclusion22

The Corporation has provided substantial information that was not available at the time of the23

April 29, 2016 Interim Rate Application. The Corporation believes that it has addressed the24

information requested by the Board in Decision 5-2016 to evidence the reasonableness of the25

rates sought and the need for the interim rates to be implemented effective August 1, 2016.26

27

28

29

30

31

32

33

34

9 TGC.NTPC-4(a).
10 TGC.NTCP-4(c).
11 TGC.NTPC-5(a) and (d).
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For the reasons outlined in the Application, the responses to Information Requests and the within1

submission, the Corporation submits that the proposed interim rates are just and reasonable.2

Accordingly, the Corporation requests that the PUB grant an Order pursuant to section 44 of the3

Act:4

5

 Approving an interim refundable rate increase to the energy charges of all customer6
classes in all communities of 4.8% effective August 1, 2016; and7

 Any such further relief the Board may deem appropriate.8

9

ALL OF WHICH is respectfully submitted this 22nd day of July, 2016.10

11

Borden Ladner Gervais LLP,12
Counsel for the Northwest Territories Power13
Corporation14

15
16

“Karen Salmon”17

Per: Karen A. Salmon18

19


