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1.0 INTRODUCTION AND BACKGROUND

1. By letter dated March 1, 2017, the Northwest Territories Power Corporation (NTPC) filed an 

application (the 2017/18 Interim Rate Application) before the NWT Public Utilities Board 

(PUB, Board) for approval of “interim rates to adjust energy charges for all customers in all 

communities.... effective April 1, 2017.”1 The 2017/18 Interim Rate Application proposes to 

recover about 75% of the 2017/18 forecast shortfall of $11.084M2 as follows:

2. NTPC stated there is no government funding to offset the balance of the $2.739M in revenue 

shortfall, and as such, it “will forgo collection of the remaining 25% of the forecast revenue 

shortfall.”3 

3. The proposed 2017/18 interim rates are based on an updated Cost of Service Study (COSS) 

filed for the test Years 2017/18 and 2018/19 as part of its Phase 2 GRA filed with the Board 

on March 1, 2017. As well, these interim rates reflect rate design “parameters established in 

the 2017 Directions”.4

4. The Board by letter dated February 28, 2017 set out dates for submission of Information 

Requests (IRs) (March 13, 2017, Responses by NTPC to Information Requests (March 22, 

2017) and written submissions from all parties (March 28, 2017) with respect to the 2017/18 

1 March 1, 2017 Interim Rate Application, Page 1 of 6
2 Ibid, Page 2 of 6
3 TGC-NTPC-1 (e), Page 3 of 10
4 March 1, 2017 Interim Rate Application, Page 3 of 6

2



TGC Northwest Territories Power Corporation March 28, 2017
Argument 2017/18 Interim Rate Application Dated March 1, 2017 Page 3

Interim Rate Application. The Thermal Generation Communities (TGC) submitted a number 

of information requests, and having now reviewed the evidence on record, including 

responses to the IRs filed by the Board and City of Yellowknife/Town of Hay River, submit 

the following Argument. 

2.0 2017/18 PROJECTED SHORTFALL 

5. NPTC notes the 2017/18 projected shortfall is both “probable and material”.5 As noted in 

Section 1 above, the projected 2017/18 revenue shortfall is $11.1M, which represents about 

10.9% of the total revenues at existing rates and non-electrical revenues 

[$11.1M/($99.4M+$1.8M)]. The TGC agree that the projected shortfall is significant. 

6. As to NTPC’s assertion that the projected 2017/18 shortfall of $11.1M is probable, the TGC 

notes that based on the intervener evidence filed to-date on NTPC’s 2016/19 Phase 1 GRA, 

and based on further examination of 2017/18 Phase 1 issues during cross-examination, there 

will, no doubt, be some reduction to the filed-for 2017/18 revenue requirement. As well, the 

TCG note that it is rare to see the utility being awarded exactly the amount of its projected 

shortfall; there are normally adjustments to the applied-for costs and/or the projected 

revenues. In fact, the evidence suggests that in the most recent three GRA’s, there have been 

some significant reductions to the applied-for revenue shortfall amounts, as follows:6

Test Year 2001/02 2002/03 2006/07 2007/08 2012/13 2013/14

Reduction in Rev 
Requirements $M -6.4 -5.7 -3.4 -3.3 -0.8 -1.5

2001/03 GRA 2006/08 GRA 2012/14 GRA

7. In the 2001/03 GRA, of the average reduction of about $6.0M over the two Test Years, the 

largest reductions were related to a reduction in return on rate base ($2.6M), depreciation 

($2.0) and Fuel ($1.0M). In the 2006/08 GRA, of the average reduction of about $3.3M over 

5 TGC-NTPC-1 (e), Page 3 of 10
6 TGC-NTPC-2 (b) , Page 2 of 4
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the two Test Years, the larger reductions were related to a reduction in return on rate base 

($2.3M) and O&M ($0.6M). Finally, with respect to 2012/14 GRA, the primary reduction 

was related to amortization. NTPC makes the point that the use of a simplified approach to 

setting of the ROE, combined with interest coverage ratio in lieu of ROE for the Thermal 

Zone, “reduce reduce the contentiousness of determining the return on equity for the 

Corporation in the current GRA and the potential for changes to Revenue Requirement."7 

8. The question then is whether approving the proposed 2017/18 interim rates will result in an 

over-collection of revenues. NTPC is proposing to collect 75% of the projected $11.1M 

revenue shortfall in 2017/18, or $8.3M. Hence, an over-collection of revenues will only 

result if the Board-approved 2017/18 revenue shortfall is less than the $8.3M proposed to be 

collected through interim rates. Based on the most recent three GRAs noted above, the TGC 

submits that a further significant reduction to the projected 2017/18 shortfall proposed to be 

collected from customers (i.e. 75% of the projected 2017/18 revenue shortfall), while 

possible, is not very likely. In the view of TGC, even if there is a slight over-collection, this 

can be handled by way of credit rider. 

9. The evidence in the 2017/18 Interim Rate Application indicates NTPC is willing to absorb 

25% of the 2017/18 projected deficiency, or $2.7M. In our view, therefore, whatever the 

Board determines as the final deficiency for 2017/18, the amount to be collected from 

customers should be net of the $2.7M which NTPC has agreed to absorb. 

3.0 URGENCY AND SPECIAL CIRCUMSTANCES

10. When asked about the sense of urgency in having the 2017/18 interim rates effective April 1, 

2017 (i.e. 3 days after filing by intervenors of Argument in respect of the 2017/18 Interim 

Rate Application), NTPC’s response suggests the criteria of rate stability and gradualism 

were the primary motivation; it states:

In Decision 12-2016 the Board approved a 4.8% interim rate rider 
applicable to energy rates with an end date of March 31, 2017. The 

7 TGC-NTPC-2 (b) , Page 3 of 4
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Corporation is proposing the 2017/18 interim rates start on April 1, 2017, 
the day after the 2016/17 interim rates end. The Non-Government 
residential rate increase for 2017/18 over 2016/17 is between 4.0% - 5.0%. 
If interim rates are delayed by one month until May 2017, most customers 
would receive a 4.8% rate decrease on April 1, 2017 followed by an 8.8% 
or 9.8% rate increase on May 1, 2017. To avoid this rate instability NTPC 
is requesting the proposed 2017/18 interim rates should commence 
immediately after the 2016/17 interim rates end.

The timing of the proposed 2017/18 interim rates strikes a reasonable 
balance between moving customer classes toward the target RCC zones 
and the rate design principle of gradualism in rate changes. The proposed 
schedule from NTPC’s 2016/19 GRA has a rate increase on April 1, 2017 
followed by another rate increase 12 months later on April 1, 2018. To 
promote rate stability, it is the Corporation’s view that a gradual increase 
that is spread over a number of years more appropriately transitions 
customers to the required higher level of rates.8 {Emphasis added} 

11. Further, when asked to comment on the why an interim increase would not be desirable upon 

conclusion of the 2016/19 Phase 1 and Phase 2 GRA proceedings, NTPC indicated if the (i) 

2017/18 interim rates were to be made effective September 1, 2017, and (ii) the currently 

approved 2016/17 interim rates were to be in place for the period April 1, 2017 to August 31, 

2017, the forecast 2017/18 unrecovered shortfall would increase from $2.7M noted above to 

$4.4M.9 On the other hand, if the 2017/18 interim rates were made to be effective September 

1, 2017, and assuming NTPC is allowed to collect 75% of the projected 2017/18 revenue 

shortfall over a 7-month period September 1, 2017 to March 31, 2018, customers would 

experience a rate decrease of 4.8% from April 1, 2017 to August 31, 2017, followed by a 

15% across the board energy rate increase from September 2017 to March 2018, followed by 

another 4% interim rate increase on April 1, 2018. NTPC stated the resulting rate instability 

is contrary to the gradual rate design principle.10 

12. The TGC concurs that in light of the significant shortfall, as discussed in Section 2.0 above, 

it is desirable to have new interim rates in place as soon as possible in order to maintain rate 

stability and adhere to the principle of gradualism. The TGC also note NTPC’s filed evidence 

that if the applied-for April 1, 2017 interim rates increase is denied, “it will be required to 

8 TGC-NTPC-1 (a), Page 2 of 10
9 TGC-NTPC-1 (d), Page 3 of 10
10 TGC-NTPC-1 (e), Page 4 of 10
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borrow more debt in 2017/18 to finance its necessary capital investment” which in turn will 

"put upward pressure on Revenue Requirement and could eventually become unsustainable.”11 

4.0 RATE REALIGNMENT AND CONSISTENCY WITH NEW COSS 
MODEL 

13. The 2017/18 interim rates reflect the rate design proposed by NTPC in its 2016/19 Phase 2 

GRA. Consistent with the position taken during the 2016/17 Interim Rate Application, the 

TGC submit that an “across the board” increase to energy rates is neither fair or reasonable 

given the zonal approach to rate design:

The proposed 4.80% increase to base energy charges on an across-the-board 
basis assumes all customers in all communities bear the same proportionate 
share in the recovery of the $3.006M in interim rate revenues. In our view, 
fairness dictates that this recovery should be based on the relative portion of 
the shortfall attributable to each zone.12

14. The proposed 2017/18 interim rates are based on a new 2016/19 COSS model and shortfalls 

by rate zones.13 To this end, the proposed 2017/18 interim rates reflect the costs associated 

with each rate zone and therefore satisfy the above-noted concern. 

15. As well, the evidence indicates the 2016/19 COSS “study methods were reviewed as part of 

the Corporation’s 2012/14 Phase II GRA. All methods used in the current COS study are 

consistent with previous Board approvals.”14 As such, the concerns typically associated with 

interim rates reflecting changed and untested Cost of Service methodologies do not appear to 

exist in connection with the 2017/18 Interim Rate Application. 

16. The TGC also note that the proposed 2017/18 interim rates reflect GNWT’s 2017 Directive; 

NTPC states:

11 2017/18 Interim Rate Application, Pages 2-3 of 6
12 TGC Argument dated July 22, 2016 re: NTPC’s 2016/2017 Interim Rate Application dated June 30, 2016, Para 11
13 TGC-NTPC-2 (c), Page 4 of 4
14 Ibid, Page 3 of 4
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The 2017 Directions limit rate rebalancing by customer class to 1% for non-
Government and 3% for Government. Due to this rate design parameter by 
2018/19 three non-Government customer classes are slightly below the 80% 
threshold and four Government customer classes are below the 100% 
threshold.15

17. While NTPC has exercised some judgement in interpreting and applying the 2017 GNWT 

Direction, and the nature of these adjustments are described in Response BR-NTPC-1 (c), the 

TGC submit these judgements and interpretations, subject to further review and testing as 

part of the 2016/19 Phase 2 GRA, appear to be reasonable to achieve the targeted Revenue 

Cost ratios. Further, the TGC note that consistent with the 2017 GNWT Directions, all fixed 

charges (demand and customer charges) in the proposed 2017/18 interim rates are proposed 

to remain the same. 

18. With respect to the impact of rate realignment, the TGC notes that for the Thermal Zone, the 

bulk of the interim rate increase is due to the 2017/18 Phase 1 proposed increase;16 hence, the 

impact of rate realignment for the Thermal Zone non-government customers is minimal.

5.0 CONCLUSION

19. The TGC submits the record in this proceeding suggests that the projected 2017/18 shortfall 

is material. While the Board in its final Phase 1 Decision is likely to make adjustments, 

which will reduce the projected shortfall in 2017/18 of $11.1M, at this time, it is not appear 

there will be a significant over-collection given that NTPC’s is willing to absorb 25% or 

$2.7M of the projected shortfall. On this point, the TGC submit that the 2017/18 final 

deficiency should be net of the $2.7M which NTPC has agreed to absorb. Based on evidence 

provided by NTPC, the TGC do not object to the implementation of 2017/18 interim rates, 

effective April 1, 2017, as proposed by NTPC.

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

15 2017/18 Interim Rate Application, Page 3 of 6
16 BR-NTPC-1 (a) Attachment 1, Col J and K [NTD: (PDO): I think this attachment is missing and so I have not 
been able to definitively confirm this.]
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.
MLT Aikins LLP

Per:_____________________________
      Rangi Jeerakathil

Solicitors for TGC
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