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1. APPLICATION 
 

By letter dated April 30, 2010, the Northwest Territories Power Corporation 

(“NTPC”, “Corporation”) applied to the Northwest Territories Public Utilities 

Board (“Board”) for approval for a private placement of debentures. 

 

NTPC is seeking approval for a long term borrowing in the amount of $50 million 

not to exceed a spread over the benchmark long Canada bonds of 200 basis 

points. In its letter, NTPC outlined the purpose of the Application as follows: 

 

“The Corporation’s borrowing needs are dependent upon the extent of its 
upgrade and replacement capital program and its internal cash generation 
and do not necessarily fit into discreet fiscal year elements. The last long 
term debenture was issued in August 2008 for $25 million. This was 
undertaken to finance the 2006/07 and 2007/08 capital program. Capital 
expenditure for 2008/09 and 2009/10 totals over $33 million and the 
planned Bluefish Dam replacement is estimated at $18 million. 
 
Since the 2008 debt issue, NTPC repaid its first sinking fund debenture 
($20 million) in 2009 and two more sinking fund debentures totalling $35 
million will be repaid by May2012. Net debt as of March 31, 2010 is $156 
million (unaudited).” 

 

With respect to the terms of the issue, NTPC stated as follows: 

 

“The Corporation finances its capital expenditures with a combination of 
short-term debt and internally generated cash. When market conditions 
are considered appropriate and short-term debt has accumulated to an 
amount sufficient that the long-term debt to replace it will attract 
favourable rates, it is replaced by the issuance of long-term debt. As of 
March 31 2010, the Corporation’s short-term debt was $36 million 
financed by a $20 million promissory note from the GNWT and $16 million 
from bank financing. The Corporation uses short term debt only as a 
bridge to long term financing and has now reached capacity in its 
operating line such that conversion of the debt to long term is necessary. 
The Corporation will use the long term proceeds to redeem the GNWT 
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promissory note and the current short term bank debt. Ongoing operations 
will be impacted by an inability to access the operating line if the short 
term debt is not converted as it will be fully utilized in providing bridge 
financing for long term assets. 
 
The Corporation is consulting with its financial advisors on the timing of a 
debt issue. As of April 19, 2010, the 30 year interest rate is 4.06% and 
economic forecasts predict the rate should remain well below the 5% 
range for the remainder of the calendar year. The Corporation is in a good 
position to access longer term debt (20-30 year) which will allow it to 
match the term of the debt to the long asset life. Market turmoil last year 
may place upward pressure on the spread on this debt issue as compared 
to previous issues however, the Corporation should, with the GNWT 
guarantee, be able to borrow with a spread over long Canada bonds of not 
more than 200 basis points (1/100tu1 of 1% = 1 bp) depending on the 
repayment structure. 
 

The term and structure of the debenture will be dependant on investor 
appetite and their current debt portfolio. The majority of the Corporation’s 
long term debt is repaid on an annual basis either by a sinking fund or 
amortizing provision (regular annual payments). The last three debentures 
were issued with bullet repayment terms where the entire principal is 
repaid at maturity.” 

 

NTPC stated that it is a prudent policy for any Corporation to arrange it’s 

financing to ensure the total amount of debt maturing in any given year does not 

exceed its ability to borrow in any given year. A policy designed along these lines 

gives a Corporation or Government body maximum flexibility over the use of its 

cash flow such that both its existing capital expenditure program and its ability to 

consider any future investment opportunities will not be constrained. 

 

NTPC also stated that the approval sought will provide the Corporation with the 

necessary flexibility to manage its financial and capital commitments. In the 22 

years ended March 31, 2010 NTPC has issued $289 million in long term debt 

and repaid $168 million. 
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2. DECISION 
 

After reviewing the application the Board approves the issuance of a Debenture 

in the principal amount of $50,000,000 at a rate not to exceed a spread over the 

benchmark long Canada bonds of 200 basis points. 

 

The Board recognizes that the interest rate and issue costs will be determined on 

closure. The Board will examine the appropriateness of the interest rate and 

issue costs respecting this issue at the time of NTPC's next General Rate 

Application. 
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3. BOARD ORDER 
 
NOW, THEREFORE IT IS ORDERED THAT: 
 

1. The application by the Northwest Territories Power Corporation for 

approval of $50,000,000 of Long Term Debt Financing is hereby 

approved. The Board will examine the rate of interest and issue costs of 

such financing at the time of NTPC's next General Rate Application. 

 

2. Northwest Territories Power Corporation is to be prepared to file evidence 

dealing with the terms and costs of this issue at its next General Rate 

Application. 

 

3. Nothing in this Decision and Order shall bind, affect, or prejudice the 

Board in its consideration of any other matter or question relating to the 

Northwest Territories Power Corporation. 

 

 
      ON BEHALF OF THE 
      PUBLIC UTILITIES BOARD 
      OF THE NORTHWEST TERRITORIES 
 

       
 
       
      Joe Acorn 
      Chairman 
 
      Dated May 26, 2010 
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