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1. BACKGROUND 
 

1. By letter dated March 23, 2012, the Northwest Territories Power 

Corporation (“NTPC”, “Corporation”) filed a General Rate Application 

(“GRA”) Phase I, for determination of NTPC’s revenue requirements 

and rates for the fiscal years 2012/13 and 2013/14 (“Test Years”). 

 

2. The hearing of the GRA Phase I was held in the City of Yellowknife on 

September 26 and 27, 2012. Following the public hearing, the 

Northwest Territories Public Utilities Board (“Board”) issued Decision 

1-2013, dated January 21, 2013 determining matters arising from the 

GRA and directing NTPC to file a Compliance Filing Application 

reflecting the Board's findings and directions, within 45 days, of the 

Decision. 

 

3. By letter dated March 4, 2013, NTPC filed its GRA Phase I 

Compliance Filing Application. The compliance filing was updated on 

April 19, 2013. The Board approved NTPC’s 2012/13 and 2013/14 

revenue requirements in Decision 9-2013. 

 

4. In Decision 9-2013 NTPC was directed to file rates commencing April 

1, 2015 designed to recover the full 2013/14 rate level revenue 

requirement in accordance with the Directives for filing a 2012/13, 

2013/14 Phase II Application set out in Decision 1-2013. 

 

 

  



The Public Utilities Board   2 
of the Northwest Territories 
Decision 7-2016 
 
 

2. APPLICATION 
 

5. On April 10, 2015, the Executive Council of the Government of the 

Northwest Territories (“GNWT”) issued a set of policy directions 

(“2015 GNWT Instructions”) (attached as Appendix 1) to the Board 

pursuant to Section 14(1) of the Public Utilities Act (“Act”). The 2015 

GNWT Instructions pertain to the NTPC 2012/14 Phase II GRA as well 

as the Northland Utilities (NWT) Limited (“NUL NWT”) 2014/15 Phase 

II GRA. 

 

6. By letter dated April 22, 2015, the Board provided NTPC further 

elaboration of the 2015 GNWT Instructions for consideration by NTPC 

as part of its Phase II evidence, to help facilitate an efficient process 

for implementation of the 2015 GNWT Instructions. The Board stated 

that the Phase II applications, as currently scheduled, would have 

NTPC file its 2012/14 Phase II GRA by May 1, 2015 and NUL NWT by 

end of May 2015. In order to allow sufficient time for the required 

coordination between the utilities to take place, the Board approved 

the postponement in the filing date of NTPC's Phase II to May 31, 

2015. The Board stated that the delay in NTPC's filing date of one 

month would allow sufficient time for NTPC and NUL NWT to adopt a 

coordinated approach with respect to the customer fixed charges. 

 

7. In an email, dated May 29, 2015, NTPC requested an extension to 

June 12, 2015 of the deadline for filing its GRA. The Board accepted 

NTPC’s proposal to move the GRA filing date to June 12, 2015. 
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8. NTPC, by email dated June 11, 2015, filed its 2012/14 Phase II GRA 

for an order or orders of the Board: 

 

a) approving the Corporation’s proposed rates for retail, wholesale 
and industrial customers set out in Schedule 5.1 for 
implementation as soon as practicable; 

b) approving a reduction of $0.227 million to the 2014 test year 
revenue requirement on a go-forward basis to recognize the 
cost savings related to commissioning of the Inuvik LNG 
Storage and Gasification Facility; 

c) approving the updated project cost in an amount of $11.8 
million for the Inuvik Gas Engine Conversion and LNG Storage 
and Gasification Facility project; 

d) approving revised Terms and Conditions of Service to reflect 
updates to the Net Metering Program eligibility and Industrial 
Customer definition; and 

e) approving the Corporation’s Net Metering Program Eligibility 
and Operation Policy. 

 

9. NTPC’s Phase II application is based on the 2013/14 revenue 

requirement approved in Decision 9-2013 and includes a request for 

approval of certain adjustments to the 2013/14 Phase I revenue 

requirement. Since changes to the approved revenue requirement and 

revenue are not part of the scope of Phase II proceedings, the Board 

decided to deal with the foregoing in a separate module labelled 

2013/2014 GRA Revenue Requirement and Revenue Adjustment 

Module, concurrent with the Phase II proceeding. The matters arising 

from adjustments to the Phase I revenue requirement are set out 

under Section 3 of this Decision. 

 

10. By letter dated July 3, 2015, the Board, pursuant to Section 13(1) of 

the Rules of Practice and Procedure, instructed NTPC to publish 

notice of the proceeding in News/North, Northern Journal, The Hub 

and any other newspaper NTPC deems appropriate. NTPC provided 
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the Board with a copy of each advertisement.  

 

11. The City of Yellowknife and Town of Hay River, (“YK/HR”), the 

Thermal Generation Communities (“TGC”), comprised of the Town of 

Inuvik, Village of Fort Simpson and Town of Norman Wells, Aboriginal 

Affairs and Northern Development Canada (“AANDC”) representing 

the Giant Mine Remediation Project Team, the Arctic Energy Alliance 

(“AEA”) and Northland Utilities (Yellowknife) Limited and Northland 

Utilities (NWT) Limited collectively referred to as ("NUL"), were 

registered as interveners. 

 

12. In accordance with the schedule established by the Board, NTPC 

provided written responses to the information requests from the Board 

and interested parties on August 5, 2015.  

 

13. Intervener evidence was filed on behalf of YK/HR and AANDC, both 

dated August 21, 2015. Information requests were issued by the 

Board, NTPC and TGC to YK/HR with respect to its filed evidence. 

Information requests were also issued by the Board to AANDC with 

respect to its filed evidence. Responses to all information requests 

were received on September 18, 2015. 

 

14. By letter dated September 25, 2015, NTPC requested that the Board 

reconsider the need for an oral hearing, scheduled for October 20-22, 

2015. NTPC submitted, the direct impact of the 2015 GNWT 

Instructions on the rate design and Revenue to Cost Coverage 

aspects of NTPC’s Phase II Application as well as the extensive 

record built up through the information request process suggest a 

hearing is not required. However, NTPC suggested that the 
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introduction of net metering rates could best be addressed through a 

one day workshop with all interested parties at the table.  

 

15. In view of the above correspondence from NTPC, the Board 

requested comments from interested parties in the NTPC and NUL 

NWT Phase II proceedings respecting the need for an oral hearing 

scheduled for October 20-22, 2015, to deal with NTPC’s Phase II, 

Phase I Revenue Requirement Adjustment matters as well as NTPC’s 

request for exemption of interruptible electricity service to electric 

vehicle (“EV”) charging stations under Section 18 of the Act. 

 
16. The Section 18 exemption application refers to an application dated 

March 30, 2015 filed by NTPC requesting approval for exemption 

pursuant to Section 18 of the Act to expand its interruptible electricity 

service to support charging stations for EVs.  

 

17. Considering that NTPC’s Phase II proceedings would provide an 

opportunity to examine certain broad principles and parameters for 

interruptible rate offerings, the Board closed the record of the Section 

18 exemption proceedings and transferred the entire record to the 

Phase II GRA proceedings. The matters arising from the Section 18 

Exemption application are set out in Section 3.2.5 of this Decision. 

 

18. After receiving comments from interested parties, the Board, in a letter 

dated October 2, 2015, decided to move forward with a written 

process with respect to NTPC’s Phase II, Phase I Revenue 

Requirement Adjustment matters and NTPC’s request for exemption 

of interruptible electricity service to EV charging stations under 

Section 18 of the Act.  At the same time, the Board established a 
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schedule for the remainder of the proceedings.  

 

19. In accordance with the revised schedule, NTPC provided written 

responses to a 2nd round of information requests from the Board and 

interested parties on November 3, 2015. 

 

20. With respect to NTPC’s recommendation respecting a one day 

workshop to discuss net metering rates, the Board stated: 

 

With respect to the matter of net metering the Board will 
consider the proposed net metering rates within the context of 
each of the NUL and NTPC Phase II proceedings. The Board 
expects that a workshop to discuss net metering rates in a 
broader policy context could be convened for late January 
2016, with the week of January 25, 2016 (as identified by HC) 
as a possible time slot. Parties will be notified of the workshop 
objectives, format, date and venue in due course. 

 

21. On November 18, 2015, NTPC, YK/HR, TGC, NUL and AANDC filed 

written argument. On December 2, 2015, NTPC, YK/HR, TGC and 

NUL filed written reply argument. 
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3. 2012/2014 PHASE II  
 

22. NTPC indicated the current Phase II filing is consistent with the Board 

approved 2013/14 revenue requirement with two proposed 

adjustments. The first adjustment relates to cost savings associated 

with the Inuvik engine conversion to Liquefied Natural Gas (“LNG”) 

and the second concerns the conversion of the Miramar Con Mine 

load to be part of the wholesale load applicable to Northland Utilities 

(Yellowknife) Limited (“NUL YK”). 

 

23. With respect to the first adjustment, NTPC indicates, the Inuvik engine 

conversion amount resulted in a decrease to the Corporation’s 

revenue requirement from $105.840 million to $105.613 million 

(reduction of $0.227 million). NTPC states it is applying to recognize 

this adjustment on a go-forward basis from the date of the 

implementation of the rates proposed in the Phase II application. 

 

24. The calculation of the impact on 2013/14 cost of service due to the 

Inuvik LNG conversion adjustment was provided in Table 1.1 of the 

application as follows: 
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25. The calculation of estimated fuel cost savings set out at line 5 of Table 

1.1 above was provided in Table 1.2 of the application as follows: 

 

 

Line
Phase I 

GRA 
Approved

Revised 
with 

Inuvik 
LNG

Diff. Notes

L1 Capital Cost 7,670 11,795 4,125

L2 Mid-Year Ratebase ($000) 7,344 11,349 4,005

L3 = L2 x 4.870% Return on Ratebase  ($000) 358 553 195 Average Thermal cost rate

L4 Depreciation Expense  ($000) 326 446 120
LNG storage amortization is based on 
Fuel holder FERC code.

L5 Fuel Cost 10,652 10,110 -542

L6 = L3+L4+L5 Total Revenue Requirement ($000) 11,335 11,109 -227

L7
2014 Phase I Thermal Zone Revenue 
Requirement ($000) 58,418

L8 = L6 / L7 Revenue Requirement Impact -0.4%

Revenue Requirement Change due to Inuvik LNG Storage and Gasification Facility Commissioning
Table 1.1

Line 1 2014 Forecast Inuvik Generation (MWh) 33,122            33,122           

Line 2 Target Diesel Generation 100% 60%
Line 3 = Line 1 x Line 2 2014 Forecast Inuvik Diesel Generation (MWh) 33,122            19,873           

Line 4 Fuel Price/Litre (Actual) 1.123 1.123
Line 5 Approved Inuvik Diesel Plant Efficiency (kWh/l) 3.492 3.492

Line 6 = Line 4 / Line 5 Price/kWh 0.32$              0.32$             
Line 7 = Line 3 x Line 6 Diesel Expense 10,652$          6,391$           4,261$          

Line 8 = Line 1 x (1-Line2) 2014 Forecast Inuvik LNG Generation (MWh) 0 13,249           
Line 9 LNG Price/m3 (at $25/GJ) 0.942 0.942
Line 10 Approved Gas Efficiency (kWh/m3) 3.356 3.356

Line 11 = Line 9 / Line 10 Price/kWh 0.28$              0.28$             
Line 12 = Line 8 x Line 11 LNG Expense ($000) -$                3,719$           (3,719)$         

Line 13 = Line 7 + Line 12 Total Fuel Expense ($000) 10,652$          10,110$         542$             

Table 1.2
Inuvik LNG Facility Fuel Savings Calculation

Line Phase I 
GRA 

Approved

Revised 
with 

Inuvik 
LNG

Annual 
Fuel 

Savings
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26. NTPC states, the reduction to the 2014 Phase I revenue requirement 

for fuel costs as calculated in Table 1.2 above is based on 

incorporating a generation mix of 40% LNG and 60% diesel in base 

rates. NTPC states concurrent with the implementation of the reduced 

revenue requirement, the Corporation will update the calculation of the 

rate stabilization fund to reflect the same generation mix of 40% LNG 

and 60% diesel. [Application, page 1-4] 

 

27. With respect to the second adjustment NTPC states, effective 

December 2, 2013, Miramar Con Mine became a customer of NUL 

YK. The 2014 GRA approved sales and revenue forecast was 

adjusted to transfer Miramar Con Mine sales from the industrial class 

to the wholesale customer class as part of NUL YK’s wholesale load 

forecast. NTPC states this change did not result in changes to the 

approved revenue requirement or generation forecast, but did result in 

a small change to revenue at existing rates (the forecast electricity 

revenue at existing rates increased from $105.781 million to $105.836 

million for a change of $0.055 million).  

 

28. With respect to the cost reductions arising from the Inuvik plant engine 

conversion, TGC submitted that any adjustment of the revenue 

requirements approved in Decision 9-2013 must necessarily take into 

account any reduction in asset related costs (return and depreciation) 

in 2013. In this respect, the TGC submitted that in addition to the 

revenue requirement reduction applied for by NTPC of $227,000 in 

2014, the 2013 test year revenue requirement should also be adjusted 

down by $370,000, and refunded to customers as a rider. [TGC 

Argument paragraph 15]  
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29. With respect to TGC’s proposal, NTPC submitted the only adjustment 

contemplated in the application is a go-forward adjustment effective as 

of the date of new rates being put into place. At that time, the benefits 

of the LNG project will flow through customer rates, and will also affect 

the Stabilization Fund variables. There is no proposal to enact 

retroactive adjustments to rates. Such a proposal by either TGC or 

NTPC would amount to retroactive ratemaking on the basis of later 

actuals, which would selectively propose adjustments for a single 

factor without considering the range of other factors which affected 

NTPC’s results in those years. [NTPC Reply page 2] 

 
Board Findings: 

30. The Board notes the Inuvik engine conversion adjustment of $227,000 

for 2013/14 as reflected in Table 1.1 above is made up of two 

components: 

 

• An increase in return and depreciation due to higher than GRA 
forecast rate base for the project, amounting to 
$315,000($195,000 return plus $120,000 depreciation)  

• A decrease in fuel costs of $542,000 due to the lower cost of 
generation arising from the use of LNG as fuel 

 

31. The Board will not accept the proposed adjustment to the cost of the 

Inuvik plant for purposes of the Phase II cost of service (“COS”) study, 

albeit on a go forward basis, as this would be a selective adjustment 

and would not be consistent with the forward test year basis of 

regulation. 
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32. The Board notes the decrease in fuel costs reflected in Table 1.1 and 

1.2 arises from a change in the mix of diesel to gas (LNG) generation 

at the Inuvik plant. Since flowing through actual fuel costs to 

customers is an established practice for NTPC, the Board considers 

that any adjustment to fuel costs arising from the Inuvik engine 

conversion should flow through the rate stabilization account until a 

new Phase I application is filed by NTPC, at which time, the costs 

savings arising from the use of LNG could be duly recognized in the 

forecast revenue requirement. Accordingly, the Board will not accept 

the fuel cost savings adjustment of $542,000 for purposes of the 

2013/14 COS study. 

 

33. The Board will not accept the second adjustment of $55,000 for 

increase in the wholesale revenues applicable to NUL YK, albeit on a 

go forward basis, as this would be a selective adjustment and would 

not be consistent with the forward test year basis of regulation.  

 

34. In summary, the Board will not accept any of the adjustments to the 

2013/14 COS study arising from the Inuvik engine conversion for 

purposes of this Decision. Also, the Board will not accept the 

proposed adjustments to forecast revenues for purposes of the 

revenue to cost ratio calculations. 

 

3.1 COST OF SERVICE STUDY 
 

3.1.1 GENERAL 
 

35. NUL submitted that the COS spreadsheets that NTPC provided as 

part of the Phase II Application have a large amount of unlinked, 
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hardcoded numbers for input values. In NUL’s view the hardcoded 

numbers significantly complicate auditing of the model and make it 

difficult to determine whether the numbers are correct and the 

originating source of the numbers. NUL submitted that a working 

model with linked cells allows testing for accuracy and correctness; 

whereas hardcoded values remove the ability to properly test the 

model. [NUL Argument para 5] 

 

Board Findings: 
36. The Board notes NTPC provided a COS study in Excel format which 

was detailed and reflected the logic and linkages within each of the 

modules such as Snare bulk power, Snare retail, Taltson bulk power, 

Taltson retail, Thermal etc. NTPC’s COS analysis helped the Board 

understand NTPC’s approach to functionalization, classification and 

allocation of costs to rate zones and by rate class. However, the fact 

the model was not integrated to reflect linkages between the various 

sub modules, summary tables and schedules made tracking of the 

numbers more time consuming. Therefore the Board expects NTPC to 

provide a fully integrated COS model incorporating linkages to the 

various sub modules, summary tables and schedules at the time of 

the next Phase II GRA. 

 

3.1.2 CLASSIFICATION OF DISTRIBUTION PLANT 
 

37. NTPC states, the distribution plant classification factors used in 

previous cost of service studies were adopted in the 1995/98 Phase II 

GRA. NTPC states these classification factors were updated based on 

peer group analysis to ensure they remain appropriate for the current 
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COS study. NTPC states, updating distribution plant classification 

factors only impacts retail customers.  

 

38. TGC submitted the proposed changes in the distribution plant 

classification factors increases the percent attributable to the 

customer-component, compared to the currently approved COS study 

method. As a result, the costs allocated to Residential customers 

increase by $253,000, while the costs allocated to all the other rate 

classes decrease. [TGC Argument paragraph 19]  

 

39. TGC submitted that where one (or more) of the utilities in the selected 

peer group sample exhibit results which are clearly “outliers”, these 

results should be excluded. [TGC Argument paragraph 21] Further, 

TGC submitted that the Board should direct NTPC to include other 

comparable utilities, which would increase the peer group size, in the 

determination of NTPC’s distribution plant classification factors in 

future Phase II GRA Filings. [TGC Argument, paragraph 25] 

 

Board Findings: 
40. The Board agrees that material outliers included in any peer group 

study of distribution classification factors should be examined closely 

to understand the reasons why they are materially different. Further, 

as TGC suggests an expanded but representative sample of peer 

utilities may provide greater insights into industry practice. 

Accordingly, for the purposes of the next GRA Phase II proceeding 

NTPC is directed to take the foregoing into consideration in preparing 

a distribution plant classification study.  
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3.1.3 ALLOCATION OF HEAD OFFICE AND GENERAL OPERATIONAL COSTS 
 

41. Guideline #4 issued by the GNWT dated July 9, 2010 as amended on 

February 10, 2011 (2010 GNWT Guidelines) deals with the allocation 

of head office and general operational costs. Guideline # 4 states as 

follows:  

 
All costs included in a utility's revenue requirement that do not 
relate specifically to providing service in a single community or 
zone, referred to as head office and general operational costs, 
should be shared among all of the utility's zones, equally 
weighted by energy sales (per kWh), subject to the following: 

 
a. In the NTPC Snare and Taltson zones, the calculation 
of head office and general operational costs in the 
wholesale rates for Yellowknife and Hay River should 
not include direct distribution costs. The calculation of 
head office and general operational costs should be 
reviewed at the next GRA.  

 

42. In accordance with part a) of Guideline 4, NTPC submitted that the 

assignment of distribution-related common costs has been revised 

based on a functional analysis of these costs. [Application, page 2-2] 

 

43. In its Argument, NUL submitted NTPC neglects to use Property Plant 

and Equipment for directly assigning costs in the COS study – i.e. by 

not directly assigning costs, those costs are treated as Head Office 

and General Operational Costs which are allocated on the basis of 

energy, as per Guideline 4 from the original 2010 GNWT Electricity 

Rate Policy Guidelines. [NUL Argument paragraph 9] 

 

44. YK/HR submitted that, in any future Phase II Application, NTPC be 

directed to provide a study of how costs that do not relate to a specific 
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Zone are incurred. YK/HR recommended that NTPC be directed to 

provide a detailed analysis of each of the costs that it asserts do not 

relate to a specific zone or community, with a detailed explanation of 

the cost drivers of each and an analysis of how the costs would be 

allocated if the cost driver were used as the allocator. [YK/HR 

Argument paragraph 14] 

 

45. TGC submitted the use of energy as an allocator for head office and 

general operational costs for COS purposes is a requirement of 

government policy and unless there is a change in government policy, 

no further action is required in regard to the use of the energy 

allocator of head office and general operational costs. [TGC Argument 

paragraph 74]  

 

Board Findings: 
46. The Board notes NTPC’s approach to estimating distribution related 

common costs as set out in Appendix C of the application and accepts 

NTPC’s proposed method of determining and allocating distribution 

related common costs for purposes of the COS study. 

 

47. The Board notes NUL’s submission respecting the composition of the 

costs included in head office and general operational costs. The Board 

notes NTPC’s proposed head office and general operational costs 

include corporate office costs (other than those considered as 

distribution related), costs associated with deferral accounts including, 

the regulatory deferral account, employee future benefits (“EFB”) 

deferral account, the reserve for injuries and damages (“RFID”) as 

well as costs associated with working capital other than the fuel and 

lube component. [Appendix C-3] 
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48. In Decision 1-2016 where the Board considered the issue of the 

make-up of head office and general operational costs, the Board 

found that head office and general operational costs constitute a 

subset of costs that do not relate specifically to providing service in a 

single community or zone and it is this subset of costs that are 

required to be allocated on the basis of energy sales. The Board also 

stated the costs which correspond to the head office and general 

operational costs description in the case of NUL NWT are the general 

plant costs and administration and general costs. [Decision 1-2016, 

paragraph 47] 

 

49. The Board notes from NUL NTPC 5 Attachment 1, NTPC includes 

$3.0 million with respect to major spare parts as part of general plant 

costs. Although this item does not relate specifically to providing 

service in a single community or zone, it appears to be directly related 

to servicing plant in service. Therefore, this item and any similar items 

that are directly related to function level plant in service should be 

allocated on the basis of the corresponding plant costs. 

 

50. NTPC also includes deferral accounts such as RFID as part of general 

plant costs. In the Board’s view RFID would appear to be directly 

related to function level plant or function level operation and 

maintenance (“O&M”) by virtue of the fact it serves as a self-insurance 

reserve. In addition the EFB deferral account as well as working 

capital include elements that are directly related to the corresponding 

costs in the revenue requirement at the function level and are 

therefore more appropriately allocated on the same basis as the 
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corresponding costs in the revenue requirement, rather than as part of 

general plant.  

 

51. The Board considers there is merit in reviewing the items included 

under general plant to identify any items of a material amount, that are 

directly related to function level plant or O&M.  Accordingly, NTPC is 

directed to review the composition of general plant costs and reflect 

only those costs that fit the description of general plant (i.e. costs that 

in NTPC’s view are not directly related to function level plant or O&M) 

as part of general plant costs for purposes of the allocation of head 

office and general plant costs, at the time of the next Phase II GRA. 

 

3.1.4 DEMAND ALLOCATION FACTORS 

 

52. NTPC states, wholesale and industrial customers are individually 

demand metered and actual measured demand was used to 

determine load factors and coincidence factors for wholesale and 

industrial customers. NTPC states the Corporation has used a five-

year rolling average from 2009 to 2013 for load factors and 

coincidence factors for its COS study as directed by the Board in 

Decision 5-95. 

 

53. For the retail (non-large industrial) customer classes, NTPC states it 

developed load and coincidence factors based on a review of proxy 

information from other North American utilities with similar operating 

environments. [Appendix A, page A-44] 

 

54. With respect to undertaking load research on NTPC’s system, NTPC 

submitted that these studies typically involve collecting data from a 
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representative sample of customers in each customer class to achieve 

the desired statistical accuracy; analysis and interpretation of collected 

data representative of the class population characteristics; and 

derivation of load and coincidence factors based on the data collected. 

NTPC states, load research studies usually are done over several 

years and require specialized equipment to be installed for customers 

included in the sample. 

 

55. NUL submitted that the coincidence factors used by NTPC are 

unsupported by evidence; and, when coincidence factors have been 

discussed by NTPC in the Application, they are discussed in an 

inaccurate and misleading way; for example, NTPC responded to BR-

NTPC-4(a),(c), and (d) with a inapplicable comparison between the 

coincident peak used for the COS study (which includes losses) and 

the coincident peak of metered values (which excludes losses). 

 

Board Findings: 
56. The Board notes the calculated billing determinants for non-coincident 

peak (“NCP”) demands for the Snare bulk system does not 

correspond to the NCP demands that appear to have been used in the 

revenue forecasts as shown below: 

 

 

Total Reference
NUL (YK) Giant Mine Retail

Sales at the Meter (MWh) 171,088  6,972      8,465      186,525  Table 4-2
NCP Load Factor 62.3% 43.4% 48.1% Table 4-3
NCP Demand (MW) 31344 1835 2009 35188
NCP demand per Compliance Filing (MW) 37677 Sch 2.2
Difference in NCP demand (MW) 2489
Difference percent 6.6%

Snare
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57. The above table shows that the NCP demand values that result from 

applying the NCP load factor to sales at the meter is about 6.6% lower 

than the NCP demand assumed for revenue forecasting purposes as 

reflected in Schedule 2.2 of the 2013/14 Phase I Compliance filing. 

The Board considers the above difference of 6.6% to be significant in 

the context of determining demand costs and corresponding revenues 

by rate class because revenue to cost ratio calculations reflecting one 

set of demand billing determinants on the cost side and a different set 

of billing determinants on the revenue forecast side may not produce 

accurate results.   

 

58. The Board notes that, specific with respect to the Snare bulk system, 

NTPC has proposed an increase in rates for the Giant mine and a 

reduction in rates for Yellowknife wholesale in order to move the 

respective revenue to cost ratios towards the tolerance range of 95% 

to 105%. The NTPC proposed changes to revenue to cost ratios are 

set out in Table 4.4. However, in view of the apparent discrepancy 

between calculated NCP demands used for cost allocation purposes 

and the billing demands used for revenue forecast purposes, the 

Board is not able to rely on the revenue to cost ratios at existing rates 

as set out in Table 4.4 for the purpose of making a determination on 

the direction and extent of change in revenue to cost ratios that would 

be appropriate.  

 

59. The Board notes that for determining the bulk system load factors and 

coincidence factors, NTPC has used five-year rolling averages from 

2009 to 2013. The Board considers the load factors as well as 

coincidence factors used in the COS analysis at the bulk system level 
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should reflect the corresponding demand determinants implicit in the 

Phase I revenue forecasts.  

 

60. The Phase I demand billing determinants in turn should be based on 

the best available forecasts of NCP demands and coincident peak 

demands for wholesale and large industrial customers for the test 

year. While reference to historical averages for load and coincidence 

factors may be useful, it must be recognized that these factors are 

likely to change as the system characteristics change and evolve. 

 

61. Accordingly, for the next GRA Phase II, NTPC is directed to use the 

demand billing determinants implicit in the Phase I revenue forecasts, 

for purposes of the bulk system demand cost allocations. 

 

62. The Board notes the following industry average load factors and 

coincidence factors were used to estimate the demand billing 

determinants for retail customers in all zones: 

 

 
 

63. The Board notes from the above Table 4-3, a reasonable degree of 

consistency exists between the load factors and coincidence factors 

among the included utilities. Accordingly, the Board accepts NTPC’s 

proposed approach to determining load factors and coincidence 

Load 
Factor

Coincid. 
Factor

Load 
Factor

Coincid. 
Factor

Load 
Factor

Coincid. 
Factor

Load 
Factor

Coincid. 
Factor

Load 
Factor

Coincid. 
Factor

Residential 44.7% 85.2% 42.5% 85.2% 43.2% 84.2% 40.0% 86.0% 43.5% 84.9%
General Service 56.2% 82.8% 61.1% 82.8% 48.1% 80.7% 47.0% 80.0% 55.1% 82.1%
Streetlights 46.6% 100.0% 44.0% 100.0% 43.7% 100.0% 48.0% 100.0% 44.8% 100.0%

Table 4-3
Northern Utilities Load Factors and Coincidence Factors

Industry Average
NUL(NWT)

2008-2010 GRA
NUL(YK)

2008-2010 GRA
NFL Hydro

2013 COS Study
NTPC

2001/03 GRA
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factors for the residential, general service and street lighting customer 

classes for the purposes of these proceedings. The Board expects 

that this approach with updates as required may be used for purposes 

of the next Phase II.   

 

64. The Board notes NTPC’s view that load research studies usually are 

done over several years and require specialized equipment to be 

installed for customers included in the sample. Recognizing that 

NTPC’s customer load characteristics may be changing with 

conservation, peak shaving, net metering etc., the Board considers 

load research studies for NTPC’s retail customers would be useful for 

future Phase II proceedings. Accordingly, NTPC is directed to 

commence work on load research for retail customers for purposes of 

the Phase II proceedings following the second next Phase II 

proceeding. 

 

3.1.5 ENERGY ALLOCATION FACTORS-LOSS FACTORS 
 

65. NTPC states, for the Snare Zone, the Corporation assumed 4% for 

transmission related energy losses and 8% for distribution related 

losses, consistent with the assumptions used in the 2001/03 Phase II 

Application.  

 

66. NTPC states forecast energy for wholesale and industrial customers, 

only reflects transmission related energy losses, as the Corporation 

does not provide distribution service to these customer groups. 

 

67. For the Taltson Zone, NTPC states the Corporation assumed 4.7% for 

the Hay River wholesale class and 2.9% for the Taltson retail classes 
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by way of transmission related energy losses. NTPC states the 

Taltson distribution related losses were estimated at 8%. NTPC states 

these assumptions are consistent with those used in the 2001/03 

Phase II Application. 

 

68. For the Thermal Zone, NTPC states the Corporation used line losses 

and station service from the approved load forecast for the 2014 test 

year (10.9% of sales combined). [Application, page A-47] 

 

69. In its Argument, NUL submitted that NTPC tracks actual station 

service and line losses, but does not use this “tracked” data for line 

losses in its COS study. NUL submitted it is unclear how and why 

NTPC is unable to breakout transmission and distribution losses and 

requested the Board direct NTPC to breakout its actual tracked losses 

between transmission and distribution. [NUL Argument paragraphs 18, 

19] 

 

70. NUL also expressed concern with NTPC’s approach to transmission 

losses on the Taltson system where a higher transmission loss 

percentage of 4.7%, is allocated to Hay River compared with NTPC’s 

retail customers of 2.9%. NUL submits NTPC does not justify these 

losses with line loss studies or other evidence, but instead references 

a 20-year old negotiated settlement, NUL submitted NTPC has actual 

line loss data available, and therefore relying on 20-year old 

negotiated values is inappropriate.[NUL Argument, paragraphs 20, 21] 

 

71. NUL submitted it is supportive of equal transmission loss percentages 

assigned throughout the Taltson transmission system and there is 
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nothing compelling or convincing about NTPC’s previously accepted 

“negotiated” loss values. [ibid paragraph 23] 

 

72. NUL requested that the Board direct NTPC to determine an equal 

transmission line loss percentage throughout the Taltson transmission 

system and to incorporate the results into NTPC’s Phase II 

Compliance Filing. [ibid, paragraph 24] 

 

Board Findings: 
73. The Board notes from the response to BR NTPC 4e), Table 4 that the 

loss percentages used in the 2013/14 Phase I GRA are materially 

different from the loss factors used for purposes of the COS study for 

the Snare and Taltson Zones as shown below: 

 
 

74. In the Board’s view the loss factors approved by the Board at the time 

of the Phase I proceedings reflect the most current information 

respecting losses approved by the Board and should therefore be 

reflected in the COS study. 

 

75. Further, since some customers are served at the transmission level 

and others at the distribution level, it is important that the loss factors 

identify distribution losses separately from transmission losses and 
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station service, through appropriate loss studies in order to ensure the 

allocation of energy related costs between customers served at the 

transmission level and those served at the distribution level is fair and 

reasonable.   

 

76. The Board notes NUL’s concern that in the Taltson system, NTPC 

uses a transmission loss percentage of 4.7% for the Hay River 

wholesale rate whereas it uses a transmission loss percentage of 

2.9% for NTPC’s retail customers. In principle, the Board considers all 

customers receiving service at the transmission level should be 

subject to the same loss factor given the integrated nature of the 

transmission grid and this principle must be recognized in all future 

COS studies.   

 

77. Accordingly, NTPC is directed to carry out a line loss analysis to 

estimate distribution line loss factors and transmission line loss factors 

separately for the Snare and Taltson systems. Station service should 

be identified separately and reflected in the calculation of net 

generation. The line loss factors should then be used as the basis to 

allocate the line losses determined in the context of the Phase I 

proceedings, to the distribution and transmission functions. This 

analysis is to be completed and the results reflected in the next Phase 

II GRA cost of service study. 

 

78. In view of the apparent discrepancy between loss factors used in the 

2013/14 GRA and those reflected in the COS study for the Snare and 

Taltson systems and in view of the use of different transmission loss 

factors for different customer classes served from the transmission 

system, the Board is not able to rely on the revenue to cost ratios at 
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existing rates as set out in Table 4.4 for the purpose of making a 

determination on the direction and extent of change in revenue to cost 

ratios that would be appropriate. 

 

3.2 RATE DESIGN AND RATES 
 

3.2.1 REVENUE TO COST RATIOS AND RATE CHANGES  
 

79. The revenue to cost ratios by rate class and by zone, under existing 

and proposed rates are set out in Table 4-4 as shown below: 
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80. The proposed rates designed to recover the proposed revenue to cost 

ratios are set out in Schedule 5.1.  

 

81. With respect to NTPC’s proposed changes in revenue to cost ratios, 

YK/HR recommended that NTPC be directed to file revised rate 

schedules for 2016/17 and 2017/18, reflecting a 3% increase in rates 

for the Snare zone Residential, Taltson zone Residential, Taltson 

Revenue At 
Existing 
Rates COS RCC Rate Proposal

Revenue 
change

Resulting 
RCC

Rate 
Impact

($000) ($000)

All Retail RCC 95% 95%

Revenue Adjustment for Inuvik LNG project and Miramar Con mine load transfer 281

Non-Government Retail RCC 76% 76%
Non-Government

Snare zone
Residential 1,097 1,416 77% no change 77% 0%
General Service 745 567 131% lower to 111% RCC (115)        111% -15%

Taltson zone
Residential 2,286 3,027 75% no change 75% 0%
General Service 856 1,187 72% no change 72% 0%

Thermal zone
Residential 13,742 17,690 78% no change 78% 0%
General Service 11,641 16,032 73% no change 73% 0%

Sub-Total 30,366 39,918 76% (115)        76%

Government Retail RCC 122% 122%
Government

Snare zone
Residential 455 608 75% raise 1% 5             76% 1%
General Service 902 728 124% no change 124% 0%
Streetlights 94 46 205% no change 205% 0%

Taltson zone
Residential 453 596 76% raise 1% 5             77% 1%
General Service 1,666 1,865 89% raise 1% 17           90% 1%
Streetlights 112 112 100% no change 100% 0%

Thermal zone
Residential 7,893 6,408 123% no change 123% 0%
General Service 20,952 16,618 126% no change 126% 0%
Streetlights 1,255 819 153% no change 153% 0%

Sub-Total 33,780 27,801 122% 26           122%

Total Retail 64,146 67,719 95% (90)          95%

Wholesale 
NUL (YK) 35,903 31,500 114% lower to 111% RCC (864)        111% -2.4%
NUL (NWT) 3,556 3,770 94% 94% 0%

Industrial 1,231 1,567 79% raise to 122% RCC 673          122% 55%

Total Corporate 104,836 104,555 100% 0 100%

Table 4.4
Rate Proposal
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zone General Service, Thermal zone Residential, and Thermal zone 

General Service rates in each year, with the offsetting reduction to the 

wholesale YK rate in order to rebalance rates.  

 

82. Further, YK and HR recommend that any subsequent Phase II 

Application included a 3% increase each year to the Snare zone 

Residential, Taltson zone Residential, Taltson zone General Service, 

Thermal zone Residential, and Thermal zone General Service rates in 

each year to rebalance rates. [YK/HR Argument, paragraphs 6, 7] 

 

83. NTPC confirmed that it will be filing a Phase I GRA in early fiscal 2016 

for the 2017 and 2018 test years for rates effective April 1, 2016 and 

April 1, 2017. In light of that timing, NTPC submitted that there is a 

very real possibility that customers could face rate adjustments in the 

January/February time frame as a result of this Phase II application, 

as at April of 2016 based upon the YK/HR request and face rate 

adjustments within a few months following, when NTPC files it Phase I 

2016/2017 GRA. Accordingly, NTPC submitted that three rate 

changes within the space of six months is not reasonable nor does 

this promote the interests of regulatory efficiency. [NTPC Reply pages 

6, 7] 

 

Board Findings: 
84. Item 2 of the 2015 GNWT Instructions state: 

As the GNWT expects NTPC to file a full Phase I and Phase II 
GRA in 2016, the NTPC 2012/13 - 2013/14 Phase II 
proceedings should be considered primarily as a methodology 
review with graduated rate changes as described in (1). 
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85. Item 1 of the 2015 GNWT Instructions state: 

Any rate impacts to non-government customers arising from the 
realignment of rates between rate zones and rate classes in the 
NTPC 2012/13 and 2013/14 Phase II proceedings should not 
exceed one percent   in   2015/16   and three percent per year 
thereafter until the realignment is fully transitioned or until the 
commencement of the next Phase II process. 

 

86. The Board notes from Table 4.4 that NTPC has proposed revenue to 

cost ratio realignments involving the NUL YK wholesale rate, the 

Snare system industrial rate and some of the retail classes in the 

Snare and Taltson zones.  

 

87. Although the proposed changes in revenue to cost ratios are within 

the parameters specified in the 2015 GNWT Instructions, the Board 

recognizes that the current Phase II proceeding was primarily 

intended to be a methodology review. Further, in Sections 3.1.3 and 

3.1.4 of this Decision, the Board found that it cannot rely on the 

energy and demand allocators used by NTPC in its COS study which 

forms the basis for NTPC’s recommended changes in revenue to cost 

ratios. In view of the foregoing reasons, the Board will not accept the 

proposed changes to revenue to cost ratios and corresponding rates 

as set out on Table 4.4 and Schedule 5.1.  

 

88. Notwithstanding the above determination, the Board considers it 

important that rate levels by rate class should be adjusted at the time 

of the next Phase II GRA to achieve movement in revenue to cost 

ratios towards cost recovery with proportionately higher rate changes 

for those rate classes that are substantially outside the tolerance 
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range for revenue to cost ratios, having regard to all other relevant 

rate design criteria. 

 

89. Item 3a of the 2010 GNWT Instructions provides that Government 

customers can have higher electricity base rates than non-

Government customers in the same community for the same type of 

service, but not lower than non-Government customers. In view of 

these instructions the rate restructuring proposed by NTPC and 

approved in Decisions 16-2010 and 17-2010, resulted in revenue to 

cost ratios for Government customer classes that were higher than 

those for the corresponding non-Government classes.  

 

90. There is no guidance from the GNWT on the future direction of 

change for Government customer class revenue to cost ratios. In view 

of this, NTPC is directed to provide target revenue to cost coverages 

for Government customer classes based on a balance of relevant rate 

design criteria and a plan for transitioning towards the targets, at the 

time of the next GRA Phase II. 

 

91. In view of the Board’s determination that there will be no rate changes 

arising from the Phase II application, the rates that were in place from 

April 1, 2012 to March 31, 2016 are confirmed as final rates. In view of 

NTPC’s notification that it will be filing a GRA for 2016/17, the 

confirmation of final rates does not extend beyond March 31, 2016. 

 

3.2.2 FIXED CUSTOMER CHARGES AND DEMAND CHARGES 
 

92. NTPC states, in accordance with the 2015 GNWT Instructions items 1 

and 2, the current Phase II application should be considered primarily 
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as a methodology review. Therefore, the Corporation is not proposing 

changes to the existing customer and demand changes in this 

application. 

 

93. NTPC cites the 2015 GNWT Instructions which state that it is 

important that the current and/or immediate next GRA Phase II 

processes of NUL and NTPC minimize impacts on affordability and 

rate stability for customers. NTPC states changes to customer and 

demand charges tend to affect smaller electricity consumers more 

than larger electricity consumers in each class. NTPC states, 

affordability is a key concern of many small volume electricity users; 

therefore, no adjustments to its existing customer or demand charges 

are being proposed at this time. [BR NTPC 7a)] 

 

Board Findings: 
94. The preamble to the 2015 GNWT states “It is important that the 

current and/or immediate next GRA Phase II processes of Northland 

Utilities Limited ("NUL") and NTPC minimize impacts on affordability 

and rate stability for customers.” 

 

95. Further, Item 1 of the 2015 GNWT Instructions provides: 

Any rate impacts to non-government customers arising from the 
realignment of rates between rate zones and rate classes in the 
NTPC 2012/13 and 2013/14 Phase II proceedings should not 
exceed one percent in 2015/16 and three percent per year 
thereafter until the realignment is fully transitioned or until the 
commencement of the next Phase II process. 

 

96. NTPC indicates it has not proposed any changes to the existing 

customer and demand changes in view of the above provisions.  
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97. In the Board’s view the Guidelines provided certain parameters for 

rate changes; however, they did not preclude the adjustment of fixed 

customer and demand changes. Although the need to maintain rate 

stability is a consideration in rate design this must be balanced against 

other rate design objectives. For example, if a disproportionately high 

percentage of fixed costs were recovered by way of energy charges 

this may have the effect of increasing the risk of revenue loss to the 

Corporation in the face of any consumption reduction due to 

conservation or economic slowdown. Such consumption reductions in 

turn may trigger the need for the Corporation to request general rate 

increases. Further, if a disproportionately high percentage of fixed 

costs were recovered by way of energy charges this may have the 

effect of causing cross subsidy of smaller customers by larger 

customers within a rate class. 

 

98. The Board notes from Table 2 and 3 of BR NTPC 7, the following 

revenue to cost coverages for fixed charges for residential and 

general service customers in each of the rate zones:  
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99. 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. 
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100. The Board notes the wholesale rate for NUL, NTPC presently 

has no demand charge component. Further, the demand charge for 

NUL YK and the demand charge for industrial primary service have 

remained unchanged over a long period of time. The information 

provided as part of the current Phase II proceedings indicates the 

demand costs for Yellowknife wholesale is $28.15 per kW, Giant mine 

$22.92 per kW and Hay River wholesale is $11.61. [Appendix A, page 

A-77 and A-127] The corresponding demand charges are $8.10 for 

Yellowknife wholesale, $17.28 for Giant mine and $0 for Hay River 

wholesale. [NTPC’s rates effective April 1, 2015] 

 

101. Not only are the fixed demand charges for wholesale and large 

industrial customers low in relation to the corresponding costs, there 

are also no requirements for the larger customers to contract for their 

maximum demand requirements. This means, for customers whose 

demand varies materially from year to year, the demand revenues 

would fluctuate correspondingly, although NTPC’s fixed costs related 

to serving the maximum demand remains unchanged. 

 

102. 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. 
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3.2.3 GOVERNMENT CUSTOMERS 
 

103. The NTPC states its COS study does not separate government 

versus non-government customers for COS study purposes. NTPC 

states, this is consistent with the Board’s view that there is no 

discernable difference in costs for NTPC to serve a government or 

non-government customer in their respective classes. NTPC states, 

the COS derived unit costs can be applied to Government loads and 

Non-Government loads to indicate the underlying costs to serve each 

type of customer. 

 

104. TGC submitted it is important for the Government customers to 

understand the impact of the non-applicability of the TPSP or the Net 

Metering Program, to their electric bills. TGC recommended that 

NTPC provide as part of NTPC’s supplementary information, billing 

details (number of customers, demand, energy usage, etc.) in respect 

of both municipal government and Non-Government customers at the 

next Phase II GRA. [TGC Argument, paragraphs 55, 56]  

 

Board Findings: 
105. The Board notes from NTPC’s rate schedules that Government 

retail customers continue to be served under community based rates.  

Although Table 4.4 shows the costs, revenues and revenue to cost 

ratios by retail class (residential, general service street lighting) for 

Government customers as a group, the costs, revenues and revenue 

to cost ratios by community and by customer class has not been 

provided. The Board is concerned by the extremely high rates 

applicable to Government customers in certain communities and 
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considers that steps should be taken to bring these community based 

rates closer to zone based cost of service.  

 

106. Accordingly, NTPC is directed to provide the costs, revenues 

and revenue to cost ratios by community and by class for Government 

retail customers including the relevant billing determinants used to 

determine the costs and revenues for each community and class. 

NTPC is also directed to propose a plan commencing with the next 

GRA Phase II whereby the rates for Government customers in each 

community would be transitioned to levels closer to zone based cost 

of service. The above information is to be provided at the time of the 

next Phase II GRA. 

 

3.2.4 LED LIGHTS 
 

107. In Decision 12-2013, the Board directed NTPC as follows: 

 

If the LED program implementation proceeds faster than 
anticipated and, revenues from LED lights become a significant 
part of street lighting revenues, at the time of the next Phase 2 
filing, the Board considers that NTPC should recognize the 
costs and revenues of the LED program in the next Phase 2 
cost of service study separately and, if required, in the 
revenues and revenue requirement presented in the next 
Phase 2 application as an adjustment to the 2013/14 approved 
revenue requirement. 

 

108. In Decision 8-2014, the Board directed NTPC as follows: 

 

The Board considers the primary basis for establishment of 
LED streetlights should be cost of service while having regard 
to all other rate design criteria. Accordingly, NTPC is directed to 
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discuss the cost basis and rate design for all LED street lighting 
rates at the time of the next Phase II application. 

 

109. In the current Phase II application, NTPC states it has 

completed the implementation of the LED program in 10 communities 

in the Thermal zone, and the conversion program is currently ongoing 

in Norman Wells. NTPC states the LED program is expected to be 

completed in 2016 in the remaining thermal communities. NTPC 

states, the LED program is still in progress in both the Snare and 

Taltson zones. 

 

Board Findings: 
110. The Board observes that the rates for LED lighting by zone 

appear to have been developed on a revenue equivalency basis 

relative to the existing rates for high pressure sodium (HPS) lights. 

Given that LED lighting has become a significant portion of the mix of 

LED and other types of street lighting such as HPS, the Board directs 

NTPC to examine the cost of providing service for LED lighting in the 

context of the next Phase II cost of service study and reflect the 

appropriate costs of providing LED service in the corresponding rates 

having regard to all other relevant rate design criteria. 

 

3.2.5 NET METERING RATES 
 

111. The provisions of the 2015 GNWT Instructions that relate more 

specifically to net metering rates are as follows: 

 

5. The Board should determine and establish clearly defined 
Net Metering rates criteria for each of the electricity utilities, 
that consider the following principles: 
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a) Costs associated with Net Metering should be 

transparent and should be tracked by utilities and 
reported through the Board to the GNWT on an 
annual basis. Costs should be defined as the lost 
revenues less the avoided cost of generation or 
purchased power, as the case may be. 

 
b) Costs, as defined in (a), should be borne by the 

applicable utility's customers, until they reach a level 
deemed to be material by the Board, at which time 
the Board may recommend funding by the GNWT. 

 
c) Government customers, with the exception of 

municipal governments in thermal communities, 
should not be eligible for Net Metering.  

 
d) The Net Metering rates implementation criteria 

should consider providing a degree of certainty of 
benefits to customers in consideration of their 
willingness to make an investment in renewable 
energy assets. 

 
e) The capacity for individual systems taking part in Net 

Metering should be no greater than 15 kilowatts to 
ensure all residents and businesses have an 
opportunity to participate in the Net Metering 
program. [Item 5 of the April 10, 2015 GNWT 
Instructions] 

 

112. NTPC recommended using the standard rate schedules to 

serve net Metering customers. NTPC states the Corporation has 

reviewed the current net metering approach (i.e. using standard rate 

schedules) on the basis of Direction 5(d) of the 2015 Policy Direction, 

the Board’s April 22, 2015 letter, as well as net metering practices in 

other Canadian jurisdictions. In NTPC’s view the current approach 

offers the following advantages: 
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• The approach is simple for customers to understand and 
consider when evaluating the feasibility of an alternative energy 
installation. 

• The approach provides some cost-certainty for customers in 
that all generation can be valued at the same unit rate, whether 
the generation is used directly by the customer or ‘banked’ on 
NTPC’s system. 

• This approach allows for implementation of a simple and 
consistent territory-wide approach to net metering. Differences 
in generation mix and generation prices by zone would be 
borne by the utility or the GNWT, rather than by individual 
customers. 

 

113. NTPC states this approach is consistent with net metering 

practices in other Canadian jurisdictions, in particular British 

Columbia, Alberta, Saskatchewan, New Brunswick and Ontario, where 

compensation for excess generation by net metering customers is 

done by adjusting their energy unit consumption in future billing 

cycles. 

 

114. With respect to items 5a) and 5b) of the 2015 GNWT 

Instructions, NTPC proposed that the threshold amount for the loss of 

revenue to be borne by the utility be established at 1% of an actual net 

income each year at the corporate level. NTPC proposed to provide 

this reporting to the Board and the GNWT annually. NTPC stated that 

in the event that the calculated costs of the Net Metering program 

exceed the 1% of an actual net income threshold, the Board could 

recommend that the GNWT provide offsetting funding, consistent with 

Policy Direction 5 (a). 

 

115. In order to transparently report costs associated with the Net 

Metering program, NTPC proposed to use the reporting format by rate 

zone illustrated in Schedule 5.3. 
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116. TGC submitted that the calculation of the “Gross Revenue 

Loss” in Response TGC.NTPC-13 (b) is simply in reference to the 

sales exported to NTPC’s system multiplied by the retail rate.1 

However, in TGC’s view NTPC will also have lost the sales associated 

with the KWh generated from self-generation for the customer’s own 

use. TGC notes NTPC’s statement it has no practical means to 

measure the customer’s own consumption. However, TGC submits 

NTPC should be directed to find some means to measure such 

consumption since this loss will be borne by the remaining customers 

at some point. To the extent it can, the TGC recommended that 

NTPC’s calculation of Gross Revenue Loss be amended. The TGC 

submitted that NTPC should address this issue at the planned 

January 2016 Net Metering technical conference. [TGC Argument 

para 35] TGC also submitted the annual net metering report could be 

included as part of the Corporation’s Annual Report of Finances and 

Operations.  

 

117. TGC also noted that a net metering customer’s own 

consumption could result in under collections by way of riders 

intended to recover revenue deficiencies. [TGC Argument, para 43] 

 

118. TGC submitted that to provide the proper price signals, and 

minimize the subsidy paid by non-Net Metering customers (towards 

any incremental costs arising from net metering customers), a 

connection fee applicable to Net Metering customers will be needed, 

particularly if the uptake in the Net Metering program increases 

                                                      
1 The reporting format of TGC NTPC 13b) is the same as NTPC’s Schedule 5.3 



The Public Utilities Board   40 
of the Northwest Territories 
Decision 7-2016 
 

significantly. TGC noted, this matter is one that is probably best left to 

be discussed at the proposed January 2016 Net Metering technical 

conference. [TGC Argument para 41] 

 

119. The TGC submitted there is merit in having a different customer 

charge set for Net Metering customers. This would recognize that 

under the proposed rate design, NTPC collects a significant amount of 

costs which are classified as customer-related through its energy 

charge and correspondingly, the export rates for Hydro and Thermal 

zone Net Metering should be designed so that there is little, if any, 

portion of the customer-related costs in the energy rate. [TGC 

Argument paras 44, 46] 

 

120. In its Reply Argument, NTPC submitted the Corporation should 

not be required to measure customer consumption when a self-

generating customer does participate in net metering. This is because 

customers are free to self-generate while participation in the net 

metering program is optional. Notwithstanding that the Corporation 

has no practical means of measuring customer consumption from self-

generating sources, the Corporation is not required to measure 

customer consumption from self-generating sources where a 

customer is not participating in the net metering program. [NTPC 

Reply page 8] 

 

121. With respect to TGC’s argument that Hydro and Thermal zone 

net metering should reflect the energy rate for each zone, NTPC 

submitted that the technical conference to be convened in early 2016 

is the best forum to engage all interested parties to discuss all aspects 

of the net metering program. [NTPC Reply page 9] 
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122. In a letter dated September 8, 2015, the AEA provided an 

estimate of the lifetime cost of installing and operating a typical 3kW 

solar system in the NWT using up to date technology, industry 

standards and best practices and the cost differential for installing and 

operating solar facilities in Yellowknife versus a representative diesel 

community. This information was filed in response to the Board’s 

request of the AEA to provide certain information in the context of the 

application for approval of net metering rates. 

 

Board Findings: 
123. NTPC recommended using the standard rate schedules to 

serve net Metering customers. NTPC's proposal means a net 

metering customer does not pay the variable charges on every kWh of 

on-site generation for own consumption and on every kWh of banked 

energy within the annual netting period (net metering credit). As a 

result non-Government residential net metering customers in the 

Snare and Taltson hydro Zones would receive net metering credits of 

$0.3110 per kwh (non-fuel fixed $0.2860 per kWh plus non-fuel 

variable $0.025 per kWh as per Schedule 5.3) and $0.2100 per kWh 

(non-fuel fixed $0.1850 per kWh plus non-fuel variable $0.025 per 

kWh as per Schedule 5.3) respectively based on existing rates. A 

residential net metering customer in the Thermal Zone would receive 

a net metering credit of $0.6083 per kwh (non-fuel fixed $0.4828 per 

kWh plus non-fuel variable $0.1254 per kWh as per Schedule 5.3) 

based on existing rates. 

 

124. The Board notes TGC’s view that a different customer charge 

for net metering customers would recognize that, under the proposed 
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rate design, NTPC collects a significant amount of costs which are 

classified as customer-related through its energy charge and 

correspondingly, the export rates for Hydro and Thermal zone net 

metering should be designed so that there is little, if any, portion of the 

customer-related costs in the energy rate.  

 

125. With respect to the establishment of an appropriate level for the 

net metering credit, the Board notes NTPC’s view that it is not feasible 

to reasonably estimate and compare the long run marginal cost of all 

renewable energy installations that may be considered by customers 

to the Corporation’s marginal cost of energy in order to set net 

metering compensation rates. Further, NTPC states net metering 

customers do not provide material capacity or reliability benefits to the 

system and therefore the Corporation does not consider it appropriate 

to provide differential rate benefits to net metering 

customers.[Application page 5-10] 

 

126. The Board considers the long run marginal cost of the most 

economical source of renewable energy supply as well as the value of 

the renewable energy to the system from a system planning 

perspective, are both relevant considerations in balancing and 

determining the appropriate level of the net metering credit. In the 

Board’s view, the economic price signals arising from net metering 

credits should not be too low as to dissuade investment in net 

metering generation, nor should they be too high as to attract too 

much investment which can result in misallocation of resources in the 

economy.  
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127. The GNWT subsidy contemplated in Item 5b) of the 2015 

GNWT Instructions must be viewed as a transitional measure to 

cushion the impact on other customers of adding net metering 

customers to the system.  

 

128. While it is true that net metering supply, by virtue of being 

intermittent and non dispatchable, may not provide material capacity 

or reliability benefits to the system in the short run, the introduction of 

distributed energy storage for example may help enhance the  system 

wide benefits of all types of distributed energy supply.   

 

129. The Board notes NTPC's evidence that at the present time it 

has nine active net metering customers – three in hydro communities 

and six in the thermal zone. While the uptake for net metering may be 

relatively low at the present time, if the potential value of net metering 

and other forms of distributed generation to the NWT system is to be 

realized, the integration of net metering and other distributed 

generation/storage would need to become part of the discussion on 

system planning for the NWT.  

 

130. NTPC states any decision related to Net Metering should be 

deferred until the technical conference referred to in the Board’s 

October 2, 2016 letter can be convened. [NTPC Reply; page 7] The 

Board considers that an industry workshop or technical conference to 

discuss the effective integration of net metering and other distributed 

generation/storage as part of system planning would be useful in 

assessing the potential value of distributed generation/storage and the 

implications thereof for net metering rate design.  
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131. The Board’s October 2, 2016 letter contemplated a January 

2016 workshop to consider net metering rates in a broader policy 

context. However, since this workshop did not proceed in January 

2016 as initially envisaged, in the Board’s view, a workshop/technical 

conference to examine the issues respecting distributed 

generation/storage and net metering prior to NTPC’s next Phase II 

filing, would still be relevant and useful.  

 

132. NTPC is therefore directed to convene a workshop/technical 

conference involving NTPC, NUL and other stakeholders to address 

the effective integration of net metering and other distributed 

generation/storage as part of system planning as well as assess the 

potential value of distributed generation/storage and the implications 

thereof for net metering rate design. Included in the workshop issues 

would be connection fees for recovery of incremental costs associated 

with net metering as referred to by TGC. The workshop findings and 

recommendations should be brought forward for consideration by the 

Board in NTPC’s next Phase II application. 

 

133. The Board accepts NTPC’s proposed net metering rate 

structure and rate design as a practical approach for the purposes of 

this Decision. 

 

134. GNWT Instruction 5a) provides that costs associated with Net 

Metering should be transparent and should be tracked by utilities and 

reported through the Board to the GNWT on an annual basis. 

Instruction 5a) defines costs as the lost revenues less the avoided 

cost of generation or purchased power, as the case may be. GNWT 

Instruction 5b) provides, costs, as defined in 5(a), should be borne by 
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the applicable utility's customers, until they reach a level deemed to 

be material by the Board, at which time the Board may recommend 

funding by the GNWT. 

 

135. The Board notes NTPC’s view that the Corporation should not 

be required to measure customer consumption when a self-generating 

customer does participate in net metering because customers are free 

to self-generate while participation in the net metering program is 

optional. In the Board’s view the purpose of the 2015 GNWT 

Instructions respecting lost revenues is to shield other customers from 

material rate increases arising from net metering uptake. Since 

customer consumption from self generation is the direct result of net 

metering uptake the Board considers it appropriate to include 

customer consumption in any loss of revenue calculations. 

Accordingly, NTPC is directed to include customer consumption as 

part of the revenue loss calculation. The customer consumption for 

this purpose may be estimated or metered. 

 

136. NTPC indicates it does not propose to recover lost revenues up 

to 1% of earnings from customers through a deferral account 

mechanism. NTPC states at a threshold of 1%, the revenue 

requirement impact would be $55,000 representing approximately 

0.05% of 2013/14 total revenue requirement [BR NTPC 9c)]. 

 

137. The Board considers that the 1% threshold as proposed is 

relatively immaterial and, reflecting same in future GRA revenue 

forecasts as a reduction in use applicable to net metering customers 

to be borne by NTPC’s other customers, would not be unduly 

discriminatory.  
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138. The 2015 GNWT Instructions contemplate that any loss of 

revenues in excess of that considered reasonable for recovery from 

customers may be subject to GNWT subsidies. The Board considers 

that any loss of revenue exceeding the 1% of earnings threshold 

would begin to impose an undue burden on other customers unless 

recognized as part of revenues on a forecast basis for future GRAs. 

Accordingly, any revenue loss in excess of 1% which qualifies for 

GNWT subsidies should be recognized in future GRA revenue 

forecasts. 

 

139. The Board notes NTPC’s proposed revenue loss calculation as 

set out in Schedule 5.3. The proposed format is accepted subject to 

the following changes to Schedule 5.3: 

 

• As per the Board’s determination that customer consumption 
should be part of the revenue loss calculation, the revenue loss 
calculation in Schedule 5.3 must include net metering customer 
consumption as well as sales exported to the NTPC system; 

• The gross revenue loss for each customer class as set out in 
lines 2 and 4 of Schedule 5.3 should be based on the 
applicable rates for the year for which the revenue loss 
calculation applies and should include all applicable rate riders. 

• The GNWT subsidy amount should be calculated to recover the 
net annual revenue loss subject to a 1% threshold 

 

140. NTPC is directed to file a loss of revenue calculation as noted 

above annually at the time of filing the Report of Finances and 

Operations. To the extent the net loss of revenue exceeds 1% of prior 

year earnings, NTPC may request that the Board recommend funding 

of that excess by the GNWT.   
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141. At the same time as the subsidy calculation is filed, NTPC is 

directed to also provide an annual report to meet the requirement that 

costs associated with net metering should be transparent and should 

be tracked by utilities and reported through the Board to the GNWT on 

an annual basis. A sample reporting format is set out below: 

 

 
 

142. Item 5e) of the 2015 GNWT Instructions requires that the size 

of the connected renewable energy not exceed 15 kW. Clause 2.1 of 

the Net Metering Program Eligibility and Operation Policy reflects this 

requirement.  The Board accepts the change to the above noted 

policy. 

 

143. Item 5c) of the 2015 GNWT Instructions requires that 

Government customers, with the exception of municipal governments 

in thermal communities, should not be eligible for Net Metering. 

Clause 3.6 of the Terms and Conditions of Service (“T&Cs”) reflects 

Customer 
#

Customer 
Class

Zone Size of 
Installation

Date 
Installed

Net Energy 
Export/Imp

ort kWh

Customer's 
on-site use 

kWh

Total on-
site 

Generation

A B C D E F G H

Col A: Customer Identification #-no requirement to disclose confidential information
Col B: The rate class to which the customer belongs
Col C: Name of Zone
Col D: Number of kW installed
Col E: Commissioning date
Col F: Net energy = Export EnergyMinus Import Energy
Col G: Estimated or metered on-site consumption by customer
Col H: Energy used for subsidy calculations=Col F plus Col G

Annual Report On net Metering Customers
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this requirement.  This matter is discussed under Section 4 of this 

Decision dealing with the T&Cs.  

 

3.2.6 INTERRUPTIBLE RATES  
 

3.2.6.1 Principles for Interruptible Rates 
 

144. NTPC presently has a number of interruptible contracts with 

individual customers in the Taltson Zone. These contracts are for 

electric space heating under circumstances where the customers have 

the alternative of using fuel oil or diesel for the same purpose. In 

addition, NTPC offers an interruptible rate to NUL NWT for company 

use.  

 

145. NTPC states the key principles governing interruptible rates, 

include the following: 

 

i. The interruptible use should not be a use that would 
otherwise be served by firm power. 

ii. The interruptible use should either be discretionary 
and/or have a viable alternative fuel source, as in the 
case of interruptible electric heat or the use of electric 
vehicles where consumers can choose either an electric 
vehicle or a fossil fuel powered vehicle. 

iii. Provision of interruptible service should not impair the 
Corporation’s ability to use its generation and 
transmission assets to provide firm power service. To 
that end, NTPC only considers interruptible service to be 
available to the extent it is provided within the normal 
operating regimes of its facilities. 

iv. Interruptible power use should return some benefit to 
firm power customers on NTPC’s systems. [BR NTPC 
14a) i) i)] 
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146. In its Argument, TGC agreed with NTPC’s view that 

interruptible rates should only be provided within the normal operating 

regimes of NTPC’s facilities. However, TGC noted that NTPC should 

be able to demonstrate the provision of interruptible service: (i) 

resulted in incremental usage; (ii) was compensatory and resulted in 

net revenues which would otherwise not be possible; (iii) was offered 

only when there was sufficient capacity available to provide such 

service; and (iv) did not result in the installation of any capacity 

additions. [TGC Argument, paragraph 62] 

 

147. NUL submitted that NTPC should clearly define its interruptible 

rate through a transparent rate. This would include clearly defined 

eligibility criteria and a public Rate Schedule. NUL requested this rate 

be made available on a non-discriminatory basis throughout the 

Taltson zone, including Northland’s customers [NUL Argument 

paragraph 38] 

 

148. NUL submitted, NTPC appears to have leveraged the hydro 

generation assets for the sole benefit of NTPC’s retail/distribution 

customers on the Taltson system. NUL submitted this results in an 

inappropriate situation where all Taltson Zone customers (including 

Northland customers) are paying all of the fixed costs in order for 

NTPC to be able offer this interruptible rate, yet are not able to share 

in any potential revenues. NUL submitted the benefits of interruptible 

rates should accrue to all customers in the Taltson zone, not just 

NTPC’s retail/distribution customers in the Taltson zone, because 

interruptible service is premised on excess generation availability paid 

for by all firm customers. [NUL Argument paragraphs 37, 38] 
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Board Findings: 
149. In Decision 19-2005, the Board found the following conditions 

should apply to the provision of interruptible rates for space heating 

applications: 

 

The following additional conditions shall apply to the provision of 
interruptible electric service for space and process heating:  
 

• Electricity will be provided on a separate service that is fully 
interruptible at the request of NWTPC. The customer will be 
responsible for any cost of installing the separate service, 
including metering or any distribution or other system 
upgrades required to provide the service.  

• The customer must satisfy NWTPC that the interruptible 
electricity use is in excess of the customer’s firm electricity 
consumption and represents incremental usage displacing 
an alternative fuel source by an appliance installed primarily 
to provide space or process heating.  

• A viable alternative fuel source is available to the customer, 
capable of providing the same quantity of space or process 
heating in the event of electricity interruptions of unlimited 
duration.  

• Customers will not be allowed to have interruptible 
electricity loads shifted to firm electric service without 
providing NWTPC 12 month notice, unless waived at 
NWTPC’s discretion. Once any interruptible electricity load 
is switched to firm service, it will not be able to switch back 
to interruptible electricity service in future  

• Interruptible electric service for space or process heating 
shall provide a positive contribution towards NWTPC’s fixed 
system costs [Decision 19-2005, pages 6, 7]  

 

150. While the above conditions remain relevant and appropriate for 

space heating applications, the Board considers it appropriate to 

expand the economic principles that ought to apply in the pricing and 

terms of supply for interruptible rates particularly in view of NTPC’s 
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request to serve EV recharging stations with interruptible rates. 

 

151. In the Board’s view, interruptible electricity service can be 

curtailed at short notice for system reliability or supply adequacy 

reasons. Since interruptible rates can be curtailed at short notice, they 

are lower than the applicable firm rates. The utility does not add any 

system facilities for production, transmission or distribution of 

interruptible energy. This means existing facilities are used for 

interruptible service. Therefore there are no fixed costs associated 

with the provision of interruptible service; only the incremental costs of 

production, transmission and distribution (including line losses) are 

considered in the pricing of interruptible service.  

 

152. Since interruptible rates are lower than firm rates, the Board 

considers that the eligibility requirements must ensure such rates do 

not result in uneconomic bypass of the utility’s firm rates. Such 

uneconomic bypass can result in higher rates for other customers of 

the utility and would therefore be discriminatory. Accordingly, 

interruptible rates should only apply where customers have 

alternatives to firm service, either in the form of alternative fuels or, 

under circumstances where an economic activity would not occur if 

not for the availability of interruptible service. (Example: incremental 

industrial production that can only occur if interruptible rates are made 

available).  

 

153. From an economic efficiency point of view, the Board considers 

that the pricing of interruptible service should not be unduly low as to 

cause uneconomic bypass of competitive alternatives for energy 

supply available in the market place. However, in view of the relatively 



The Public Utilities Board   52 
of the Northwest Territories 
Decision 7-2016 
 

higher societal value of renewable energy from sources such as hydro 

(where applicable), as well as the lower service levels associated with 

interruptible supply, a discount may be applied to the heat value of 

alternative fuels in determining a rate for interruptible service that a 

retail customer would be charged. An example of how such a discount 

may be used in developing the interruptible rate is set out in BR NTPC 

2d) from the May 22, 2015 Section 18 Proceedings IR Responses: 

 

NTPC’s current interruptible heat rate is intended to provide 
customers savings over traditional heating fuel prices. 
Specifically, the interruptible heat rate is calculated by 
converting the base heating fuel (quoted in $/litre) into an 
electrical equivalent ($/kWh) and discounting by 25%. This 
approach provides customers with a competitive alternative to 
purchasing fossil fuels, while providing a benefit towards 
NTPC’s firm customers that would not otherwise exist. 

 

154. In view of the Board’s determination that the pricing of 

interruptible service should reflect the price of competitive alternatives 

for energy supply available in the market with an appropriate discount 

to reflect its relative value, the rate for the same type of interruptible 

service in a given zone, should be the same for all customers at the 

retail level. In other words, interruptible service should be offered on a 

non-discriminatory basis for all customers receiving similar service at 

the retail level.  

 

155. If interruptible service is to be provided on a non-discriminatory 

basis the eligibility requirements and pricing approach should be fully 

transparent and should therefore be part of the utility’s regulated rate 

schedules. Further, since interruptible rates typically operate in 

competition with competitive alternatives for energy supply, the 
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benchmark prices used for competitive energy supply should be 

reasonably current and reflect go forward prices rather than historical 

prices. For the same competitive reasons, no discounts for recovery of 

equipment costs by the retail customer should be included explicitly or 

implicitly in the interruptible rate offerings. 

 

156. The Board recognizes NTPC’s regulated rate schedules do not 

include interruptible rates at present; rather the existing interruptible 

rate offering are subject to individual contracts. In view of the Board’s 

determination that the eligibility requirements and pricing approach for 

interruptible service should be fully transparent and should therefore 

be part of the utility’s regulated rate schedules, the Board in 

concurrent Decision 8-2016 dealing with the wholesale interruptible 

rate for the Taltson system has directed that NTPC file interruptible 

rate schedules, setting out eligibility, pricing approach and price 

information and to update the T&Cs as required to reflect the terms 

under which interruptible service is offered.  

 

157. The Board recognizes that NTPC has a number of interruptible 

rates contracts with customers at present. In the interest of rate 

stability, these contracts may be transitioned under a suitable plan to 

regulated interruptible service that is in compliance with the Board’s 

findings in this Decision.  NTPC is directed to present such a plan for 

consideration by the Board at the time of the next Phase II GRA. 
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3.2.6.2 Section 18 Exemption for Interruptible Service to Charging 
Stations 
 

158. On March 30, 2015, NTPC applied under Section 18 of the Act 

to expand the scope and terms approved under Decision 19-2005 to 

cover interruptible electricity service to support charging stations for 

EVs.  

 

159. NTPC proposed that it be exempt from the requirements of 

Section 43(3) of the Act with respect to the collection, charging and 

enforcement of rates for electricity service and such other exemptions 

as necessary to provide electricity service to EV charging stations. In 

addition to the exemption, NTPC requested approval to use 50% of all 

revenue from interruptible electricity sales to support an alternative 

energy fund. 

 

Board Findings: 
160. The Board will consider NTPC’s request for exemption of 

interruptible energy service to charging stations in light of the 

requirements for interruptible rates set out in Section 3.2.5.1. 

 

161. In view of the findings in Section 3.2.5.1, the Board considers 

all interruptible rate offerings should be fully transparent and should 

therefore be published as part of NTPC’s regulated rate schedules. 

Further, since the facilities that are enabling the provision of 

interruptible service are regulated assets, the contribution to fixed 

costs arising from interruptible service should be reflected as revenue 

offsets against the corresponding system costs.  
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162. In view of the foregoing, NTPC’s request for exempting 

interruptible rate offerings for EV charging stations pursuant to Section 

18 of the Act is denied. Further NTPC’s request to credit 50% of the 

benefit from offering interruptible rates for EV charging stations to an 

alternative energy fund is also denied.  

 

163. EV stations are in the business of charging batteries for electric 

vehicles. In the Board’s view the economic activity of an EV charging 

station does not qualify as usage that would not occur if not for the 

availability of interruptible service. Although, a customer who owns a 

plug-in hybrid vehicle may have a choice between electric use versus 

gasoline or diesel, that is not the same choice applicable to charging 

stations.  

 

164. Therefore, in the Board’s view, the appropriate recovery 

mechanism for service to EV charging stations would appear to be 

firm service rather than interruptible service. In the Board’s view, firm 

rates which are differentiated on the basis of time of use may be a 

more appropriate pricing approach for EV battery charging stations.  

 

165. In Section 3.2.4 of this Decision there is discussion on an 

industry workshop or technical conference to discuss the effective 

integration of net metering and other distributed generation/storage as 

part of system planning. Since the potential for providing battery 

storage by EV charging stations exists, the issue of rates for EV 

charging stations may be included among the topics to be discussed 

at the industry workshop/technical conference. 
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4. TERMS AND CONDITIONS OF SERVICE 
 

166. NTPC requested approval for revision to Section 3.6 of the 

T&Cs of Service to reflect the eligibility to the Net Metering Program of 

non-government Customers and Municipal Government Customers in 

the Thermal Zone, excluding Territorial and Federal Government 

customers. 

 

167. NTPC also noted that Section 2.21 definition of industrial 

customer is being changed to government industrial customer to 

facilitate implementation of the 2015 GNWT Instructions.  

 

168. The Board notes the above changes are consistent with the 

intent of direction 5(c) of the 2015 GNWT Instructions and accepts the 

proposed changes. 

 

169. With respect to Schedule C Miscellaneous Fees/Charges; 

NTPC proposed to change the power bill copying charge to $2.00 for 

all forms whether the bill is sent via mail, fax or electronically. NTPC 

states this change more accurately reflects current business practices 

in working with electronic documents. [BR NTPC 12b)] 

 

170. NTPC also requested to change the amount of a time and 

materials invoice (“TMI”) deposit under Schedule “C” to equal 100% of 

the estimated TMI or $100.00 whichever is greater. NTPC states this 

change allows the Corporation to administer this clause more 

consistently and provides greater clarity for the customer. 
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171. The Board finds the above changes to be reasonable and 

accepts the changes as proposed. 
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5. OTHER MATTERS 
 

5.1 INUVIK ENGINE CONVERSION UPDATED PROJECT PERMIT 
 

172. NTPC submitted an updated major project permit application 

for the Inuvik Gas engines conversion project as Appendix F to the 

Phase II application. The original project permit application was 

approved by the Board in Decision 22-2012. The original project 

permit approval contemplated the conversion of two existing natural 

gas engines to diesel at a cost of $7.7 million. Under the updated 

project permit application, NTPC would convert one natural gas 

engine to diesel generation at a cost of $5.8 million while the second 

gas unit would be adapted for LNG use. NTPC added an LNG storage 

tank at a cost of $6 million for meeting the requirements of the LNG 

unit.  

 

173. In summary, the cost of the Inuvik engine conversion project 

was increased from $7.7million to $11.8 million under the updated 

project permit application. The updated project was completed in 

February 2014. 

 

174. NTPC states the change in the scope of the project allows 

generating power in Inuvik with a lower cost fuel source as compared 

to continuing to supply all of the electricity generation for the 

community with diesel fuel; this is expected to reduce the thermal 

zone revenue requirement, while providing the reliability benefits 

associated with a diversified generation mix. NTPC states, LNG has 
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the benefit of reduced greenhouse gas emissions and other air 

emissions compared to diesel fuel. 

 

175. NTPC states, the project will allow the Corporation to test the 

feasibility of the LNG supply chain. This provides the opportunity to 

consider distribution of LNG to other communities for heating and 

power generation purposes as an alternative to diesel fuel. [Appendix 

F; page F-3] 

 

Board Findings: 
176. The Board notes NTPC’s evidence that LNG would be a lower 

cost fuel source compared with diesel, providing the reliability benefits 

associated with a diversified generation mix. The Board also notes 

NTPC’s view that LNG as a fuel source would reduce greenhouse gas 

emissions and other air emissions compared to diesel fuel and the 

project would allow the Corporation to test the feasibility of the LNG 

supply chain. 

 

177. For the reasons stated by NTPC, the Board approves the 

updated project permit application as set out in Appendix F. As with all 

project permit approvals, NTPC will be required to demonstrate the 

prudence of the actual costs of the project and LNG supply 

arrangements at the time of NTPC’s next GRA. 
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6. SUMMARY OF DIRECTIONS 
 

178. The Board notes NTPC provided a COS study in Excel format 

which was detailed and reflected the logic and linkages within each of 

the modules such as Snare bulk power, Snare retail, Taltson bulk 

power, Taltson retail, Thermal etc. NTPC’s COS analysis helped the 

Board understand NTPC’s approach to functionalization, classification 

and allocation of costs to rate zones and by rate class. However, the 

fact the model was not integrated to reflect linkages between the 

various sub modules, summary tables and schedules made tracking of 

the numbers more time consuming. Therefore the Board expects 

NTPC to provide a fully integrated cost of service model incorporating 

linkages to the various sub modules, summary tables and schedules 

at the time of the next Phase II GRA. (para 36) 

 

179. The Board agrees that material outliers included in any peer 

group study of distribution classification factors should be examined 

closely to understand the reasons why they are materially different. 

Further, as TGC suggests, an expanded but representative sample of 

peer utilities may provide greater insights into industry practice. 

Accordingly, for the purposes of the next GRA Phase II proceeding 

NTPC is directed to take the foregoing into consideration in preparing 

a distribution plant classification study. (para 40) 

 

180. The Board considers there is merit in reviewing the items 

included under general plant to identify any items of a material 

amount, that are directly related to function level plant or O&M.  

Accordingly, NTPC is directed to review the composition of general 

plant costs and reflect only those costs that fit the description of 
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general plant (i.e. costs that in NTPC’s view are not directly related to 

function level plant or O&M) as part of general plant costs for 

purposes of the allocation of head office and general plant costs, at 

the time of the next Phase II GRA. (para 51) 

 

181. Accordingly, for the next GRA Phase II, NTPC is directed to 

use the demand billing determinants implicit in the Phase I revenue 

forecasts, for purposes of the bulk system demand cost allocations. 

(para 61) 

 

182. The Board notes NTPC’s view that load research studies 

usually are done over several years and require specialized 

equipment to be installed for customers included in the sample. 

Recognizing that NTPC’s customer load characteristics may be 

changing with conservation, peak shaving, net metering etc., the 

Board considers load research studies for NTPC’s retail customers 

would be useful for future Phase II proceedings. Accordingly, NTPC is 

directed to commence work on load research for retail customers for 

purposes of the Phase II proceedings following the second next Phase 

II proceeding. (para 64) 

 

183. Accordingly, NTPC is directed to carry out a line loss analysis 

to estimate distribution line loss factors and transmission line loss 

factors separately for the Snare and Taltson systems. Station service 

should be identified separately and reflected in the calculation of net 

generation. The line loss factors should then be used as the basis to 

allocate the line losses determined in the context of the Phase I 

proceedings, to the distribution and transmission functions. This 



The Public Utilities Board   62 
of the Northwest Territories 
Decision 7-2016 
 

analysis is to be completed and the results reflected in the next Phase 

II GRA cost of service study. (para 77) 

 

184. Item 3a of the 2010 GNWT Instructions provides that 

Government customers can have higher electricity base rates than 

non-Government customers in the same community for the same type 

of service, but not lower than non-Government customers. In view of 

these instructions the rate restructuring proposed by NTPC and 

approved in Decisions 16-2010 and 17-2010, resulted in revenue to 

cost ratios for Government customer classes that were higher than 

those for the corresponding non-Government classes. There is no 

guidance from the GNWT on the future direction of change for 

Government customer class revenue to cost ratios. In view of this, 

NTPC is directed to provide target revenue to cost coverages for 

Government customer classes based on a balance of relevant rate 

design criteria and a plan for transitioning towards the targets, at the 

time of the next GRA Phase II. (paras 89 &90) 

 

185. 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. (para 99) 
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186. 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. (para 102) 

 

187. Accordingly, NTPC is directed to provide the costs, revenues 

and revenue to cost ratios by community and by class for Government 

retail customers including the relevant billing determinants used to 

determine the costs and revenues for each community and class. 

NTPC is also directed to propose a plan commencing with the next 

GRA Phase II whereby the rates for Government customers in each 

community would be transitioned to levels closer to zone based cost 

of service. The above information is to be provided at the time of the 

next Phase II GRA. (para 106) 

 

188. The Board observes that the rates for LED lighting by zone 

appear to have been developed on a revenue equivalency basis 

relative to the existing rates for high pressure sodium (HPS) lights. 

Given that LED lighting has become a significant portion of the mix of 

LED and other types of street lighting such as HPS, the Board directs 

NTPC to examine the cost of providing service for LED lighting in the 

context of the next Phase II cost of service study and reflect the 
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appropriate costs of providing LED service in the corresponding rates 

having regard to all other relevant rate design criteria. (para 110) 

 

189. NTPC is therefore directed to convene a workshop/technical 

conference involving NTPC, NUL and other stakeholders to address 

the effective integration of net metering and other distributed 

generation/storage as part of system planning as well as assess the 

potential value of distributed generation/storage and the implications 

thereof for net metering rate design. Included in the workshop issues 

would be connection fees for recovery of incremental costs associated 

with net metering as referred to by TGC. The workshop findings and 

recommendations should be brought forward for consideration by the 

Board in NTPC’s next Phase II application. (para 132) 

 

190. The Board notes NTPC’s view that the Corporation should not 

be required to measure customer consumption when a self-generating 

customer does participate in net metering because customers are free 

to self-generate while participation in the net metering program is 

optional. In the Board’s view the purpose of the 2015 GNWT 

Instructions respecting lost revenues is to shield other customers from 

material rate increases arising from net metering uptake. Since 

customer consumption from self generation is the direct result of net 

metering uptake the Board considers it appropriate to include 

customer consumption in any loss of revenue calculations. 

Accordingly, NTPC is directed to include customer consumption as 

part of the revenue loss calculation. The customer consumption for 

this purpose may be estimated or metered. (para 135) 
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191. NTPC is directed to file a loss of revenue calculation as noted 

above annually at the time of filing the Report of Finances and 

Operations. To the extent the net loss of revenue exceeds 1% of prior 

year earnings, NTPC may request that the Board recommend funding 

of that excess by the GNWT. (para 140) 

 

192. At the same time as the subsidy calculation is filed, NTPC is 

directed to also provide an annual report to meet the requirement that 

costs associated with net metering should be transparent and should 

be tracked by utilities and reported through the Board to the GNWT on 

an annual basis. A sample reporting format is set out below: 

 (para 141) 

 

193. The Board recognizes that NTPC has a number of interruptible 

rates contracts with customers at present. In the interest of rate 

stability, these contracts may be transitioned under a suitable plan to 

regulated interruptible service that is in compliance with the Board’s 

findings in this Decision.  NTPC is directed to present such a plan for 

consideration by the Board at the time of the next Phase II GRA. (para 

Customer 
#

Customer 
Class

Zone Size of 
Installation

Date 
Installed

Net Energy 
Export/Imp

ort kWh

Customer's 
on-site use 

kWh

Total on-
site 

Generation

A B C D E F G H

Col A: Customer Identification #-no requirement to disclose confidential information
Col B: The rate class to which the customer belongs
Col C: Name of Zone
Col D: Number of kW installed
Col E: Commissioning date
Col F: Net energy = Export EnergyMinus Import Energy
Col G: Estimated or metered on-site consumption by customer
Col H: Energy used for subsidy calculations=Col F plus Col G

Annual Report On net Metering Customers
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157) 

 

194. The Board notes NTPC’s evidence that LNG would be a lower 

cost fuel source compared with diesel, providing the reliability benefits 

associated with a diversified generation mix. The Board also notes 

NTPC’s view that LNG as a fuel source would reduce greenhouse gas 

emissions and other air emissions compared to diesel fuel and the 

project would allow the Corporation to test the feasibility of the LNG 

supply chain. For the reasons stated by NTPC, the Board approves 

the updated project permit application as set out in Appendix F. As 

with all project permit approvals, NTPC will be required to 

demonstrate the prudence of the actual costs of the project and LNG 

supply arrangements at the time of NTPC’s next GRA. (paras 176 & 

177) 
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