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1. Introduction 1 

The Northwest Territories Power Corporation (the “Corporation” or “NTPC”) received written 2 

argument in this Phase II proceeding on August 21, 2017 on behalf of: 3 

● the City of Yellowknife and the Town of Hay River (the “YK/HR Argument”);  4 

● the Towns of Inuvik and Norman Wells and the Village of Fort Simpson (the “TGC 5 

Argument”); and 6 

● Northland Utilities (NWT) Limited and Northland Utilities (Yellowknife) Limited 7 

(the “NUL Argument”). 8 

The Corporation has organized its Reply Argument with reference to the appropriate headings 9 

used in the arguments filed by the intervenors and, where applicable, the Corporation.   10 

Terms and phrases defined in NTPC’s primary written Argument have the same meaning in this 11 

Reply Argument unless otherwise specified herein.   12 

The Corporation has attempted to address the issues raised by the intervenors in their respective 13 

written Arguments.  To the extent that the Corporation does not expressly reply to an issue raised 14 

or position taken by any of the intervenors, the Corporation should not be deemed to agree with or 15 

consent to the intervenors’ position.   16 

2. Cost of Service Study  17 

(a) Generation Function Assignment 18 

NTPC explained in its Phase II Application and in its primary Argument that, as the two diesel 19 

plants in the Snare zone serve different customer segments, those plant assets are direct assigned 20 

to different customer groups.  Specifically the Jackfish Diesel Plant assets are assigned to all 21 

communities except Behchoko while the Frank’s Channel Plant costs are directly assigned to the 22 

Snare Retail customer group.   23 

NUL argues that NTPC’s exclusion of Behchoko from the allocation for transmission and 24 

generation of the Jackfish plant results in preferential treatment to NTPC’s Retail customers at the 25 

expense of NUL’s customers.126 

As nothing has changed in relation to the system operations of the Jackfish diesel plant, NTPC  27 

continues to rely upon the Board’s prior decision in Decision 3-2003 as determinative of this issue.  28 

In Decision 3-2003, the PUB considered objections by YK/HR that the Jackfish diesel plant should 29 

also be allocated to Behchoko (then known “Rae Edzo”) including for diesel fuel and other 30 

operating and maintenance expenses because YK/HR argued that was consistent with the way 31 

NTPC planned the Snare Yellowknife system.232 

1 NUL Argument, para. 24. 
2 HR/YK’s concerns as described by the PUB in Decision 3-2003 at pages 17 and 18.  
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The PUB in Decision 1-2003 referred to NTPC’s response to an IR from YK/HR in which NTPC 1 

confirmed that the Jackfish diesel plant does not serve Behchoko.  At page 17 of Decision 3-2003 2 

the PUB reproduced the following excerpt from the 2001/03 Application, being NTPC’s Capacity 3 

Planning Criteria:  4 

[w]hile Yellowknife can receive energy generated at the Frank's Channel plant in 5 

Rae/Edzo, the flow of energy can not be reversed. Therefore, Customers in 6 

Rae/Edzo can not access energy produced at the Jackfish diesel plant or the Bluefish 7 

hydro site. As a result, a deterministic planning criteria is more appropriate for 8 

Rae/Edzo than the probabilistic method proposed for the balance of the Snare 9 

Yellowknife Zone.10 

At paragraph 26 of its Phase II Argument, NUL refers to its IR asking NTPC whether Jackfish can 11 

backfeed energy onto the larger Snare grid.3   NUL submits that NTPC offered a “confusing 12 

response…” to that question.413 

In fact, in responding to NTPC.NUL-10, NTPC specifically reproduced the portions from the PUB 14 

Decision 3-2003 including the above excerpt.  That excerpt includes the statement, “while 15 

Yellowknife can receive energy generated at the Frank’s Channel plant in Rae Edzo, the flow of 16 

energy can not be reversed… [emphasis added].”5 It is unclear to NTPC how NUL characterizes 17 

that response as confusing.   18 

NTPC acknowledges that in its Application, it referred to the Jackfish diesel plant as providing 19 

baseload for the Snare system during the recent low water conditions.  In this regard, NTPC should 20 

have been more precise.  The support provided to the Snare system by Jackfish is limited to 21 

Yellowknife and Dettah.  Frank’s Channel in Behchoko was also run continuously during the low 22 

water condition to provide the necessary support to the Snare System.623 

NTPC reiterates its view that allocation of the Jackfish diesel plant to the Snare system excluding 24 

Behchoko is appropriate given the prior direction of the PUB and the fact that the system 25 

characteristics have not changed nor have the underlying principles governing allocation.   26 

(b) Distribution Classification Peer Group including SaskPower 27 

As outlined in the Phase II Application, the Board raised concerns in the 2012/14 Phase II 28 

proceeding about the peer group study of distribution classification factors. In response to a 29 

Directive from the PUB in Decision 7-2016, the Corporation undertook a review of 11 different 30 

utilities which includes both public and privately owned utilities and which it also believes are 31 

representative of Canada’s diverse geography.7  The Corporation believes the expanded peer group 32 

is representative and may be relied upon.   33 

3 NUL Argument, para. 26.  
4 NUL Argument, para. 26. 
5 Ex. 7, IR Responses, NUL.NTPC-10(a), pdf p. 208. 
6 As referenced in Ex. 1, Application, App. D – Line Loss Study, p. D-3 to D-4, pdf pp. 163-164. 
7 Those utilities are: NUL (NWT); NUL(YK); Yukon Energy Corporation, Newfoundland Hydro; Newfoundland 
Power; FortisBC; Manitoba Hydro; SaskPower; New Brunswick Power; Maritime Electric and Nova Scotia Power 
Incorporated. 
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TGC in its argument suggests that the Corporation should exclude SaskPower from the survey as 1 

the SaskPower study has not yet been accepted for rate making purposes.8 The Corporation noted 2 

in response to TGC.NTPC-9 that the survey was intended to expand the number of utilities in the 3 

sample compared to the 2012/14 GRA, but was not intended to be exhaustive.9 Further, the 4 

Corporation noted in response to TGC.NTPC-10 that minor changes to the distribution 5 

classification ratios made only very small changes to class revenue requirements, and would not 6 

alter the Corporation’s rate proposals.10
7 

The Corporation believes the classification ratios it has used are reasonable for ratemaking 8 

purposes, but in the event the Board elected to exclude the SaskPower results, the change would 9 

be relatively minor to the cost of service study and would not materially affect the Corporation’s 10 

rate proposals.  11 

(i) Distribution Classification of Meter Costs 12 

In its Application, NTPC noted that it classified meter costs as 100% customer in accordance with 13 

the approval in Decision 5-95.   The classification of meter costs as 100% customer related is an 14 

industry standard practice.11
15 

TGC raised questions during the hearing and in its Argument about the extent to which the 16 

Corporation’s Intelligent Metering Hub (“IMH”) project should result in changes to the 17 

classification of meter costs to 100% customer related.12
18 

TGC submits in Argument that 10% of meter costs should be classified as demand related and 19 

NTPC should be directed at the next GRA to conduct a study to determine the extent and nature 20 

of the system related benefits flowing from the IMH project.13   However, TGC provided no 21 

evidence on the record of this proceeding to support a determination that 10% of meter costs are 22 

incurred to service demand purposes.   23 

The Board in an IR questioned NTPC with respect to this matter.14 NTPC confirmed that its 24 

primary reasons for undertaking the IMH project included: 25 

● The need for re-certification to meet Measurement Canada requirements; 26 

● Degradation in signal quality resulting in the need to provide manual meter reads 27 

each month; and 28 

● Technology obsolescence as the previous supplier no long supports the technology. 29 

 The primary benefits of the project were noted to include: 30 

8 TGC Argument, paras. 44 and 46.  
9 Ex. 7, IR Responses, TGC.NTPC-9(a,b&c), pdf p. 75. 
10 Ex. 7, IR Responses, TGC.NTPC-10(e), pdf pp. 80-81. 
11 Ex. 1, Application, App. A, COS Study, p. 3-6, pdf p. 110. 
12 TGC Argument, paras. 76-77. 
13 TGC Argument, para. 81. 
14 Ex. 7, BR.NTPC-1. 
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● Customer benefits such as consistent actual (not estimated) meter reads for billing 1 

purposes; 2 

● Better move in/move out experience; 3 

● Facilitates better response to billing inquiries; 4 

● Eliminates time and risks of manual reading; and 5 

● Reduces meter access issues.15
6 

Based on its view of the reasons for undertaking the project and the primary benefits of the project, 7 

NTPC viewed the classification of 100% of costs as customer related as appropriate. 8 

Mr. McLaren elaborated on the Corporation’s position regarding the primary vs ancillary benefits 9 

during the oral hearing:  10 

MR. JEERAKATHIL: … But wouldn't it be fair to say that a portion of the meter costs 11 

that relate to the, you know, achieving these benefits such as operational asset management, 12 

engineering benefits are not customer related? 13 

MR. MCLAREN: Our view is that those are ancillary or secondary benefits. The primary 14 

purse of a meter is to be able to have a customer account and be able to bill a customer for 15 

the power they consume. And so we have continued to use a classification for that FERC 16 

account, 370 of 100 percent customer related. 17 

MR. JEERAKATHIL: Don't some of these high-tech meters allow the utility to collect 18 

information and monitor systems that provide not just a meter-reading function but an 19 

overall system reliability or information-related function? 20 

MR. MCLAREN: I am not a meter...an expert on that particular project. As I said, I think 21 

the primary allocation thinking there is that the meter has primarily driven the need to 22 

invest in a...the meter is primarily driven by having a person as a customer, by having 23 

someone as a customer. That has been the treatment that we have used for that for a code. 24 

We haven't proposed to change it based on this project that you are referencing. 25 

MR. JEERAKATHIL: But you would agree with me that these meters are different than 26 

the old meters that you once used. Fair? 27 

MR. MCLAREN: I understand they may allow for some additional functionality. The 28 

degree to which that is a decision to invest in them, I can't speak to. 29 

MR. JEERAKATHIL: You are not sure. Okay, thank you.1630 

While there is no doubt that the IMH project is expected to offer secondary benefits including in 31 

relation to load management, load profiling, and others, the Corporation remains of the view that 32 

15 Ex. 7, BR.NTPC-1(a-b), pdf pp. 2-3. 
16 Phase II Transcripts, Vol. I page 60, line 17 to page 62, line 3.  
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as meters are designed to meet specific customer requirements and the existence of a meter is 1 

driven by the existence of customer, it is not appropriate to move away from the industry standard 2 

of classifying 100% of meter costs as customer related.   3 

NTPC is concerned that the study that TGC requests will be a costly and difficult undertaking.  4 

Further, NTPC is of the view that such a study ultimately is unlikely to provide conclusive 5 

information sufficient to support moving away from industry standard and prior Board approvals.   6 

Accordingly, NTPC submits that both TGC’s recommendations should be denied.  7 

(ii) General Plant and Expenses Classification Ratios 8 

NTPC classifies General Expenses on the basis of labour ratios with the exception of customer 9 

accounting and customer information related items as approved in Decision 5-95. 10 

TGC recommends that NTPC adjust its classification ratio calculation to include all non-fuel 11 

operations and maintenance expenses instead of only salaries and wages.17 This matter was also 12 

the subject of an IR from TGC.  The Corporation provided information in response to TGC.NTPC-13 

19 that indicated the effect of that change would generally be to shift costs to demand from energy. 14 

In the Thermal zone, the change would not materially alter classification ratios (less than 0.5% 15 

change to any of the classification categories)18 and therefore would not substantially affect the 16 

Corporation’s rate proposals.  17 

The Corporation believes its approach based on salary ratios is reasonable and consistent with 18 

previous board decisions and should be approved.   19 

(c) Allocation Factors 20 

YK/HR in its Phase II Argument has repeated the concern expressed in its Phase I Argument that 21 

the forecast sales for the Snare wholesale customer be reduced in 2017/18 and 2018/19.19  NTPC 22 

does not agree with this recommendation and confirmed in the Phase I proceeding that it views its 23 

sales forecasts as reasonable.20
24 

The Corporation provided substantial evidence in the Phase I proceeding with respect to the 25 

reasonableness of its load forecast. In the response to NUL-.NTPC-8, the Corporation noted that 26 

it first prepares a baseload forecast based on the five year rolling average of sales, and then makes 27 

top down adjustments based on operating judgement. This includes a consideration of NUL’s own 28 

business plan forecasts, when such forecasts are made available to the Corporation. Mr. Strang 29 

elaborated on this at the hearing during oral evidence on Phase I.21 This method is also consistent 30 

with the approvals from Board Decision 1-2013.  31 

In its Rebuttal evidence the Corporation confirmed that it did lower its sales forecast for wholesales 32 

sales on the Snare System in the March 1 Update filing. NTPC further noted that it applied 33 

17 TGC Argument, para. 65. 
18 Ex. 7, IR Responses, TGC.NTPC-19(d) pdf p. 112. 
19 Ex. 36, YK/HR Phase II Evidence, pdf p. 5.   
20 Ex. 47, NTPC Rebuttal, pdf p. 3. 
21 See for example Phase I Transcripts, Vol. II, page 389, line 23 to page 391, line 10. 
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professional judgment resulting in a more moderate sales forecast than using the simple trend.  The 1 

Corporation reiterates its view that a simple extrapolation of a short-term trend, as recommended 2 

by Mr. Bell, would not result in a reasonable test-year forecast.22
3 

NTPC reiterates, as pointed out in its Rebuttal Evidence and during the oral hearing that the effect 4 

of reducing the sales forecast (with all other elements being equal), would result in upward rate 5 

pressure on all customers.  In cross examination in Phase II, Mr. Marriott sought clarification as 6 

to whether the reduction of the sales forecast would require a 5.4% increase in rates for Snare 7 

Wholesale or for all customers.  8 

MR. MARRIOTT:  Mr. McLaren, with respect, I don't think that is what it says in your 9 

rebuttal.  This is what the sentence reads, and I would like you to listen to it carefully: 10 

“On that basis, the corporation would be required to increase the 2018/19 rates for the Snare 11 

wholesale customer by the average percentage rate increase of 5.4 percent over 2017/18 12 

interim rates, which is higher than proposed in the Phase II application.” 13 

So, by referencing Snare wholesale customer there, you meant to refer to all customers? 14 

MR. MCLAREN:  This scenario was focused on the Snare customers within the rate design 15 

as we...the rate design criteria as we have applied the Snare wholesale customers receiving 16 

the average rate increase.  And that average rate increase of 5.4 percent would apply to all 17 

customers.  That was what the intent of the statement in the rebuttal was. 18 

If it is not clear, I apologize.  But that is it the intent. 19 

MR. MAHMUDOV:  Sorry, just if I could elaborate on that one.  So page 4, the three 20 

paragraphs above table 2, it states: 21 

“Table 2 shows that this would put additional upward pressure on rates for all customers.” 22 

So that table 2, you will see 5.4 percent calculated there.  And it applicable to all customers.  23 

Table 3 is just...in that case, for table 3, it is simply pointing it out for Snare wholesale 24 

customers, because the sale reduction was coming from Snare wholesale customers. 25 

MR. MARRIOTT:  Are you saying that that is what is being communicated in table 2 on 26 

page 4 of the rebuttal? 27 

MR. MAHMUDOV:  Yes, that 5.4 percent rate increase refers to the average rate increase 28 

for all customers, corporate wide. 29 

MR. MARRIOTT:  All right.  Thank you, …2330 

The Corporation further noted in rebuttal that Mr. Bell’s recommendation would result in reducing 31 

the RCC ratio from 102% to 99%.24  While Mr. McLaren confirmed that a reduction of the RCC 32 

to 99% would not violate a government direction, he confirmed that “(t)he issue is that, as a result 33 

22 Ex. 47, NTPC Rebuttal, pdf p. 3 
23 Transcripts, Vol. I, page 27, line 24 to page 29, line 18. 
24 Ex. 47, NTPC Rebuttal, pdf p. 5.  
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of the decrease in revenues, the average rate increase required to achieve the full revenue 1 

requirement that Ms. Whitford stated earlier would require rates for all customers, the average rate 2 

increase to go up.  So that is where the 5.4% comes from.”25
3 

Mr. Marriott requested an analysis of the net effect on rate proposals considering both Mr. Bell’s 4 

proposed adjustments to operations and maintenance expense as proposed in the Phase I 5 

proceeding and the sales forecast.  The Corporation provided a response by way of an undertaking 6 

that indicated the combined effect of these adjustments would be to lower the proposed 2018/19 7 

rate increase for NUL-YK from 4.0% to 2.8%.26
8 

(i) Demand Allocation Factors 9 

NUL raises issues with the calculation of the system coincidence factors used in the Corporation’s 10 

cost of service study.27 NUL supports its arguments by introducing new facts not otherwise on the 11 

record of the proceeding.28  NUL’s introduction of new information at this late stage is 12 

inappropriate.  NUL has been an active participant in the Phase II proceeding since the outset and 13 

it had ample opportunity to issue IRs and file intervenor evidence on this matter.  14 

NUL’s core argument appears to be that in its view the coincidence factors should be fairly similar 15 

between NTPC’s retail communities and NUL’s wholesale customer.29 The Corporation submits 16 

that it should not be unexpected that NUL-YK’s wholesale system coincidence factor is very high, 17 

given that it represents more than 90% of the sales on the Snare system. Similarly, it should not be 18 

surprising that there is a very high coincidence factor for NUL-NWT on the Taltson system, given 19 

the size of that customer relative to the size of the system.  20 

Substituting the alternative data recommended by NUL on the Snare system would ignore the fact 21 

that NTPC has metering in place that allows it to observe the system coincidence factor for NUL 22 

at the bulk power level. This information has been provided on the record of the current 23 

proceeding, unlike the alternative information proposed by NUL. The Corporation submits that its 24 

proposed approach is consistent with previous board approvals and should be continued. In the 25 

alternative, if the Board considers there is merit in investigating the comparability of the wholesale 26 

and retail system level coincidence factors, the Corporation could undertake to consider that for 27 

future cost of service studies. 28 

(ii) Energy Allocation Factors and Line Loss Study 29 

NUL appears to suggest at paragraph 20 of their argument that station service incurred at retail 30 

level buildings owned by NTPC somehow benefit only retail customers. The Corporation notes 31 

that these buildings do provide services and house employees that provide benefits to all 32 

customers, including bulk power customers. On that basis, these loads are properly considered 33 

25 Transcripts, Vol. I, p. 26, ll. 1-8. 
26 Exhibit 25, UT #1, pdf pp. 1-2.  
27 NUL Argument, paras. 5-14. 
28 NUL Argument, para. 12 and 14.   
29 NUL Argument, para. 12.  
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station service loads the costs of which should be borne by all customers. The Corporation submits 1 

that its treatment of these loads is reasonable and should be approved.  2 

NUL also raises a concern with “some primary metering points labelled inconsistently with their 3 

description” in the information provided by NTPC.30  The single specific instance NUL points to 4 

however is the Taltson zone single line diagram provided as part of NTPC’s response to 5 

NUL.NTPC-8 which NUL says puts a primary meter at the NUL Substation.31 As NUL is fully 6 

aware, the NUL substation shown on Attachment 1 to NTPC.NUL-8 is in Pine Point and located 7 

approximately 10 meters from the NTPC Pine Point substation.  The NUL substation is identified 8 

in page 3 of the IR response as the “NUL substation at pine point”32 and the diagram attached at 9 

p. 2-13 of the COS Study33 also clearly delineates between the two.  Further, this information is 10 

well known to NUL and therefore should not give rise to any confusion.   11 

3. Proposed Rate Design  12 

As the Corporation outlined in its Application and primary Argument, it developed its proposed 13 

rates for 2017/18 and 2018/19 based on certain objectives and criteria including:  14 

1) Rates must be set to recover the target 2018/19 Revenues.  The Corporation has proposed 15 

rates that would recover the same total corporate-wide revenue as equal 4% rate increases 16 

each year to all customers. This results in a shortfall from the proposed 2018/19 Revenue 17 

Requirement of approximately $0.235 million.  The Corporation proposes to adjust its final 18 

proposed rates to recover the full revenue requirement approved by the Board as part of its 19 

compliance filing. 20 

2) Target proposed RCC ratios for each zone and customer class. 21 

3) Cap rate increases due to rebalancing. The Corporation’s rate proposals limit rate increases 22 

to rebalancing (over and above the average revenue requirement related rate increases) to 23 

no more than 1% for Non-government customers and 3% for Government customers, as 24 

per the 2017 Policy Direction,34 resulting in total rate caps of 5% for Non-government and 25 

7% for Government. 26 

4) Focus rate adjustments on energy portion of the rate, consistent with the 2017 Policy 27 

Direction.  28 

Applying these criteria, the Corporation determined that where the 4% average rate increase 29 

resulted in RCC ratios within the target ranges in 2018/19, the customer classes received the 30 

average rate increase.   31 

30 NUL Argument, para. 18. 
31 Ibid. 
32 Ex. 7, IR Responses, NUL.NTPC-8(b), pdf p. 200.  
33 Ex. 1, Application, App. A, COS Study, p. 2-13, pdf p. 98.  
34 2017 Policy Direction reproduced in full at Ex. 1, Application, App. B, pdf pp. 127-130. 
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Where the 4% average rate increase resulted in RCC ratios below the target ranges, those customer 1 

classes received higher than average rate increases, subject to the rate increase caps of 5% to 2 

non-government and 7% to government customers. 3 

Where the 4% average rate increase resulted in RCC ratios above the target ranges, those customer 4 

classes received lower than average rate increase or rate decreases to prevent them from exceeding 5 

the target RCC ratios.35
6 

(i)  RCC in Taltson Zone 7 

TGC has expressed concern about the RCC in Taltson zone.   8 

The Corporation’s proposal for Taltson zone moves the RCC closer than it would be with equal 9 

percentage rate increases to all customer classes36 while still complying with the 2017 Policy 10 

Direction in relation to focusing rate increases on the energy component and adhering to the caps 11 

on rate increases.   12 

TGC indicates in argument that it understands the constraints imposed by the 2017 Policy 13 

Direction with respect to the caps on rate increases.  However, TGC requests that the Board direct 14 

NTPC to gradually increase the Taltson zone rates in each year after 2018/19 until the next review 15 

of NTPC’s Cost of Service Study.37 TGC states that such a directive is consistent with the 16 

objectives of the 2017 Policy Direction and that there is nothing in the 2017 Policy Direction that 17 

prevents the Board from making further adjustments to rebalance rates beyond the Test Year 18 

2018/19 to ensure rates are fair, just and reasonable. 19 

20 

While there might be nothing in the 2017 Policy Direction that would prevent the PUB from 21 

making such a directive, NTPC submits that the effect of such a directive would be the fettering 22 

of the Board’s discretion contrary to principles of administrative law.  23 

TGC is asking the Board to make a direction fixing rates outside of the Test Years being considered 24 

in this Application. Such a direction is outside of the scope of the Board’s statutory authority under 25 

the PU Act38 to approve just and reasonable rates for electric service.   26 

27 

Section 51(2) of the PU Act requires the Board to fix just and reasonable rates and specifically 28 

provides that the Board is to consider revenues and costs having regard to certain time periods. 29 

Section 51(2) of the PU Act provides that, in determining whether rates are just and reasonable, 30 

the Board may consider revenues and costs for the period consisting of: 31 

32 

(i)  the whole of the fiscal year of the public utility in which a proceeding is initiated for 33 

the fixing of rates; 34 

35 

(ii) a subsequent fiscal year of the public utility; or 36 

37 

35 Ex. 1, Application, pp. 3-4 to 3-5, pdf pp. 40-41.  
36 Ibid. 
37 TGC Argument, paras. 5-18.  
38 R.S.N.W.T. 1988, c. 24 (Supp.). 
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(iii) two or more consecutive fiscal years of the public utility referred to in subparagraphs 1 

(i) and (ii), and need not consider the allocation of the revenue and costs to any part of such 2 

a period.39
3 

4 

The Board has not had an opportunity to consider the revenues and costs outside of the Test Years 5 

that would impact rates after 2018/19. The Board therefore does not have sufficient evidence to 6 

determine whether an increase in rates in the Taltson zone after 2018/19 is just and reasonable.  It 7 

is the Board’s responsibility to consider the revenues and costs stipulated by the legislation in 8 

determining that rates are just and reasonable. Making any decisions about rates without 9 

considering the appropriate information would result in fettering the PUB’s statutory 10 

responsibility.  11 

12 

The Alberta Utilities Commission considered the statutory obligation of the Commission to 13 

consider relevant information in setting rates and held that a failure to consider revenues and costs 14 

in the relevant time period amounts to a fettering of discretion. In Decision 2006-004 it held:  15 

16 

The Board considers such a proposal would fetter its statutory responsibility to fix just and 17 

reasonable rates and would ignore the authority it has to consider all revenues and costs of 18 

the owner applicable to the year in which an application is filed, or applicable to a 19 

subsequent year.40
20 

21 

In Decision 2008-113, the Alberta Utilities Commission referenced the concern regarding the 22 

fettering of discretion and stated:  23 

24 

Within this legislative framework – in a prospective rate-setting context – to apply a 25 

presumption of prudence to forecasts would be to essentially fetter the Commission’s 26 

ability to consider all revenues and costs and to determine whether those costs were or were 27 

to be prudently incurred.41
28 

29 

In the prospective rate making context, the Board has to set rates on a go forward basis but the 30 

Board also has the discretion to deal with changing circumstances. The Alberta Court of Appeal 31 

has held that an approach to rate setting that did not allow the Alberta Utilities Commission to deal 32 

with changing circumstances amounted to a fettering of the Commission’s discretion.42 A pre-33 

emptive direction impacting rates outside of the Test Years, such as requested by TGC, would 34 

fetter the discretion of the Board in dealing with changing circumstances.  35 

36 

The Board has not considered sufficient evidence to determine just and reasonable rates outside of 37 

the 2018/19 Test Years. The direction sought by TGC to increase rates outside of the Test Years 38 

for the Taltson zone is outside of the scope of the Application and would result in the Board 39 

fettering its statutory authority under the PU Act to approve rates that are just and reasonable.  40 

Accordingly, the TGC recommendation should be rejected.   41 

39 PU Act, section 51(2). 
40 Decision 2006-004, ATCO Gas 2005-2007 General Rate Application, Phase I, January 27, 2006, p. 6.  
41 Decision 2008-113, 2008-2009 ATCO Gas General Rate Application Phase I, November 13, 2008, p. 12.  
42 ATCO Gas and Pipelines Ltd. v. Alberta (Energy and Utilities Board), 2008 ABCA 200, para. 7.  
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(ii) Residential Customer Charges and General Service Demand Charges  1 

TGC raises concerns that the Residential Customer Charge of $18.00 per month does not send 2 

proper price signals to customers.  TGC also argues that the current customer charge does not 3 

accord with the industry average for customer cost recovery through the Customer Charge.43
4 

TGC also questioned the RCC ratios for General Service customers.  TGC expressed the view 5 

that a higher recovery from the demand component and/or a customer charge for General 6 

Service Customers would ensure a greater assurance of revenue recovery.44
7 

NTPC’s rate design proposals do not include any increases in customer charges or demand 8 

charges. The Corporation views Directive 7 of the 2017 Policy Direction as determinative of 9 

these two matters.  Directive 7 provides:  10 

Maintaining a low monthly customer charge assists residential customers to 11 

manage cost of living through conservation and efficiency.  Businesses can also 12 

manage their energy consumption more easily than their demand consumption.  13 

Recovering a portion of fixed and demand charges costs through energy rates 14 

provides better price signals to business and residents. 15 

The current NTPC monthly customer and demand charges should remain the 16 

same until further direction is given.  Monthly customer and demand charges 17 

should be comparable across zones and utilities to ensure no undue disparity 18 

between customers.19 

In light of the explicit language used in the GNWT direction, NTPC does not believe that it has 20 

any discretion to adjust customer charges or demand charges and the monthly customer charge for 21 

residential customers remains at $18.00.   22 

NTPC further notes that in addition to restricting NTPC from making adjustments, Directive 7 also 23 

indicates that monthly customer and demand charges should be comparable across zones and 24 

utilities.  The basic residential customer charge for both NUL (NWT) and NUL (YK) is currently 25 

the same as NTPC at $18.00 per month. 26 

TGC in its Argument recognized the effect of Directive 7 of the 2017 Policy Directions.  It 27 

acknowledged that the Corporation “cannot do much in terms of rate design for the Residential 28 

Customer charge in this GRA”45 However, it requests that the PUB direct NTPC to address, in its 29 

next GRA, why Customer Charges should not reflect industry averages and the impacts on price 30 

signals and other rate design criteria of differential cost recoveries in each zone in fixed Customer 31 

Charges.46
32 

With respect to the RCC for the General Service customer class, TGC similarly concurred with 33 

NTPC that “there is no option in the context of the current 2016/19 Phase 2 GRA, for NTPC to 34 

43 TGC Argument, paras 52 and 53. 
44 TGC Argument, para. 85.  
45 TGC Argument, para. 54. 
46 TGC Argument, para. 57. 
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move the RCCs for General Service customer class…”47.  Instead, it requests that, at the next GRA, 1 

the Corporation design rates to allow for a recovery through the demand portion of the General 2 

Service rates that is closer to industry average and to assess inclusion of both demand and customer 3 

charge for General Service customers.48
4 

NTPC submits that the TGC’s recommendations should be denied in the interest of regulatory 5 

efficiency. NTPC notes that Directive 7 specifies that customer and demand charges remain the 6 

same “until further direction is given.”  The GNWT is the only party who can revise the 7 

Directive 7. Without a revision to Directive 7, the PUB directives sought by the TGC are 8 

completely irrelevant and undertaking the work to respond to the recommendations would be 9 

inefficient, unnecessary and divert Corporate resources from more critical matters.  10 

(iii) Application of Directive 7 11 

A number of questions were raised during the proceeding surrounding the appropriate 12 

interpretation of Directive 7 of the 2017 Policy Direction.   13 

During the oral hearing, TGC questioned whether Directive 7 could be interpreted such that 14 

it was NOT to apply to wholesale and government or industrial customers.49  Ms. Whitford 15 

and Mr. McLaren addressed the issue as follows: 16 

MR. JEERAKATHIL:  …Would you agree with me that exactly what Directive 7 17 

means is somewhat subject to interpretation? 18 

MS. WHITFORD: Directive 7 has had lots of discussion as to what it requires and 19 

what flexibility it allows. So it specifically mentions residential customers and 20 

businesses, but it does not mention industrial or wholesale customers. So I would say 21 

there is some vagueness or -- it is not specified in that Directive 7. 22 

MR. JEERAKATHIL: So it is fair to say that a possible interpretation is that that 23 

directive does not apply to wholesale and government or industrial customers? Is that 24 

fair? 25 

MS. WHITFORD:  That could be possible. 26 

MR. JEERAKATHIL:  Thank you.  Would it also be fair to say that the directive is 27 

encouraging that the customer charge actually not recover the full customer unit costs 28 

within a portion of customer costs being -- with a portion of the customer cost being 29 

included in the energy charge, because this allows residents and businesses to manage 30 

their electricity costs better? 31 

MR. MCLAREN:  That is the text of the directive. 32 

MR. JEERAKATHIL:  Thank you.  With respect to Directive 7, have you had any 33 

discussions with the GNWT about getting clarification on the meaning of it? 34 

47 TGC Argument, para. 88. 
48 TGC Argument, para. 89. 
49 Transcripts Vol. I, p. 63, ll. 7-10.  
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MS. WHITFORD:  We did talk to the GNWT about whether it was meant to specify 1 

businesses and residents only or whether it should have been a broader -- if they meant 2 

us to interpret it for a broader group of customers. 3 

MR. JEERAKATHIL:  What did they say?  I am always nervous to ask a question I 4 

don't know the answer to, but here goes. 5 

MS. WHITFORD:  Our instructions were that it was open to interpretation. 6 

MR. JEERAKATHIL:  Very good.507 

TGC argues that NTPC’s interpretation is incorrect and asserts that the PUB should direct 8 

NTPC to submit a proposal for demand charges for wholesale and industrial customers in its 9 

compliance filing.51
10 

Board staff also addressed the interpretation of Directive 7 in an IR to the Corporation. NTPC 11 

was asked to explain why it believes that wholesale and Government industrial customer fixed 12 

charges should also remain unchanged when the target groups referred to in the directive are 13 

retail residential and business customers. NTPC confirmed its view: 14 

The Corporation interpreted section (7) of the 2017 GNWT Direction to mean that 15 

all fixed charges (demand and customer charges) should remain the same. Section 16 

(7) specifically mentions residential customers and businesses. Section (7) does not 17 

specifically mention wholesale and industrial customers, however the Corporation 18 

interprets the statement in the instruction that “The current NTPC monthly 19 

customer and demand charges should remain the same until further direction is 20 

given” to be inclusive of all customer classes, including wholesale and industrial 21 

customers. On that basis the Corporation is not proposing to make any changes to 22 

demand or customer charges for any customer classes.52
23 

The Corporation remains of the view expressed in its IR response.  In the Corporation’s view, 24 

the industry and wholesale customers are included in the class of customers that Directive 7 25 

is intended to and does apply to and therefore, NTPC is unable to adjust demand and customer 26 

charges for these customer classes as well.  Accordingly, NTPC submits that it is not in a 27 

position to undertake the directive sought by TGC in this regard.  28 

4. Other Matters 29 

(a) Distributed Resources Reporting and Power System Plan Oversight  30 

In its Argument, TGC expresses concern about lack of detail in NTPC’s vision with respect to 31 

distributed resources and renewable generation development.53 TGC proposes that the Board 32 

should provide oversight of NTPC’s Power System Plan to ensure that NTPC works diligently to 33 

50 Transcripts Vol. I, p. 62, line 11 to p. 64, line 13.  
51 TGC Argument, paras. 95 and 102. 
52 Ex. 7, IR Responses, BR.NTPC-5(a), pdf p. 13. 
53 TGC Argument, para. 67. 
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include the integration of renewable energy “in the absence of oversight any other independent 1 

external party”.54
2 

With respect, TGC’s recommendations are unnecessary on a review of all the evidence and  further 3 

represent an inappropriate attempt to expand the PUB’s oversight into the management of the 4 

Corporation.   5 

During the Phase II hearing, in response to questions from TGC on this very issue, Ms. Whitford 6 

and Mr. Ocko expanded on the Corporation’s vision and plan for renewable power and distributed 7 

generation including the Corporation’s incentive to ensure it meets its vision: 8 

MR. JEERAKATHIL:  … I am just asking, what incentives exist in the power system plan 9 

or otherwise to ensure NTPC works diligently to include the integration of renewable 10 

energy and distributed energy? - sorry, distributed generation. 11 

MS. WHITFORD: It is one of the key focuses right now of our shareholder. And so that to 12 

me is one of our key drivers.5513 

Mr. Ocko provided specifics of certain types of projects being considered in the Power System 14 

Plan: 15 

MR. JEERAKATHIL: Thank you. Have you investigated whether any of the thermal 16 

communities have access, reasonable access to hydro resources or run of river hydro 17 

electricity in that plan? 18 

MR. OCKO: That has been looked at in the power system plan? 19 

MR. JEERAKATHIL: Can you summarize any investigations that have taken place? 20 

MR. OCKO: I can summarize that, for all communities, we have looked at renewables for 21 

hydro, wind and solar. 22 

MR. JEERAKATHIL: Are there any that have a, sort of, potential viable run of river, small-23 

scale projects? 24 

MR. OCKO: There are some that are viable and being looked at. 25 

MR. JEERAKATHIL: Do you know what communities those are? 26 

MR. OCKO: Lutselk'e would be one. The ones in the farther thermal communities? No. 27 

MR. JEERAKATHIL: Will those investigations be the types of potential power options -- 28 

is that included in the power system plan? 29 

MR. OCKO: Yes, it is.5630 

54 TGC Argument, para. 70. 
55 Transcripts, Vol. I, p. 55, ll. 12-19. 
56 Transcripts, Vol. I, page 56, line 10 to page 57, line 12. 
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Finally, the Corporation also provided details of its work with the GNWT to avoid or reduce rate 1 

increases specific to installation of alternative generation:  2 

MR. JEERAKATHIL: Thank you. In BR-7A, you also say that: 3 

“NTPC is committed to installing and using alternative energy sources where it is cost 4 

effective and technically proven. Given the higher cost of renewable generation, NTPC is 5 

working with the GNWT to reduce or eliminate rate increases driven by corporation-6 

installed alternative energy.” 7 

Can you describe those efforts in any more detail than as contained in that response? 8 

MS. WHITFORD: It is the GNWT's intention that where renewable energy or renewable 9 

generation is installed at NTPC, that it not increase the cost of rates for customers.  They 10 

have funded the installation of renewable energy projects, such as the solar panels in Fort 11 

Simpson, the solar panels in Wrigley, the solar panels in Ft. Liard and contributed to the -12 

- I believe they contributed to the solar panels in Colville Lake, and the federal government 13 

assisted with the battery portion of the Colville lake project.5714 

NTPC fully answered all the questions TGC asked about details of the distributed generation and 15 

NTPC’s plan to achieve its vision.  Had TGC asked further questions, the Corporation’s panel 16 

would have addressed those as well.  None of this suggests that the Corporation’s vision in this 17 

regard lacks detail. In fact, it demonstrates a well thought out and considered plan and much work 18 

having been done to advance that plan.  Given this evidence, there is basis for TGC to now take 19 

the position that NTPC’s vision lacks detail, requires annual reporting and further requires PUB 20 

oversight.   21 

TGC argues that it is important that the PUB ensure that renewable and distributed generation 22 

projects included in the Power System Plan have a realistic chance of success and “there is no 23 

point bolstering up the Power System Plan with renewable and distribution general projects that 24 

may never see the light of day.”58  NTPC objects to this characterization of the Power System Plan.  25 

It is unclear how TGC arrived at that characterization when it has not seen the Power System Plan. 26 

In any event, Mr. Ocko specifically referenced “viability” as a consideration in his explanation of 27 

projects and communities considered for certain types of renewable generation projects. He 28 

confirmed those questions are considered in the Power System Plan.59  NTPC’s Power System 29 

Plan is not simply a make work project.  It is a real plan that the Corporation is striving to and fully 30 

intends to achieve. 31 

TGC also recommends that the PUB direct an annual filing with respect to distributed generation, 32 

despite the fact that, just over one year ago, the PUB approved the discontinuance of the annual 33 

filing of the Alternative Energy, Demand Side Management Reports. Those annual reports were 34 

the result of Directive 51 of Decision 13-2007 and NTPC filed those Reports with the Board from 35 

2008 to 2014.  In its August 16, 2016 letter approving the discontinuance, the PUB noted NTPC’s 36 

submission that:  37 

57 Transcripts, Vol. I, page 57, line 12 to page 58, line 11. 
58 TGC Argument, para. 69. 
59 Transcripts, Vol. I, page 56, lines 23 to page 57, line 12. 
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In the Annual Report of Finances and Operations, NTPC reports on alternative 1 

energy, DSM and energy efficiency including the type of information that 2 

otherwise would have been included in the annual Report on Alternative 3 

Energy, DSM and Energy Efficiency. NTPC filed the Annual Report of 4 

Finances and Operations for the 2013/14 and 2014/15 fiscal years on May 20, 5 

2016. 6 

NTPC notes that the General Rate Application (“GRA”) process is another 7 

forum for NTPC to report on and discuss alternative energy and energy 8 

efficiency. NTPC filed the 2016/19 GRA on June 30, 2016.60
9 

The Board concluded:  10 

The Board has reviewed NTPC's request and approves the discontinuing of the 11 

reporting requirements under Directive 51 in Board Decision 13-2007.61
12 

NTPC submits that circumstances have not changed since August of 2016.  The information being 13 

requested by TGC is available through other means.  Having duplicative reporting requirements 14 

only adds to the regulatory burden and costs while not adding any incremental value to the PUB’s 15 

understanding of issues before it.    16 

Finally TGC’s request for the Board must be rejected.  This recommendation to oversee the 17 

Corporation’s Power System Plan goes well beyond the Board’s general public interest mandate 18 

and rather attempts to insert the PUB into the management and operations of the Corporation.  19 

TGC requests that the Board ensure that the projects in the Power System Plan: a) have a 20 

reasonable chance of success; b) are undertaken or evaluated in a timely fashion; and c) reflect 21 

new technologies. 22 

Courts have long recognized that utility management is best situated to make operational decisions 23 

for the utility.  The Alberta Court of Appeal noted the United States Supreme Court decision in 24 

1923 in this regard:  25 

The Commission is not the financial manager of the corporation and it is not 26 

empowered to substitute its judgment for that of the directors of the 27 

corporation;…62
28 

The TGC’s request that the Board oversee the projects in the Power System Plan is just that; a 29 

request that the Board step into management’s shoes to substitute its judgment in overseeing 30 

operations in relation to planned projects including: 31 

● timing for evaluation or implementation of projects under consideration;  32 

60 PUB Letter dated August 16, 2016.  
61 Ibid. 
62 ATCO Gas and Pipelines Ltd. v Alberta (Energy and Utilities Board), 2005 ABCA 122 at para. 67 citing State of 
Missouri ex re, Southwestern Bell Telephone Company v Public Service Commission of Missouri. 
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● choice of technology or operational parameters for particular circumstances, 1 

locations and applications; and  2 

● assessment of viability to meet the needs of the Corporation and its customers.   3 

The Corporation has qualified technical staff whose job it is to assess new technology, new 4 

applications and viability.  Further, the Board of Directors and the Corporation’s management are 5 

charged with assessing and evaluating the projects under consideration including as part of the 6 

Capital Planning Process.  The TGC’s request that the Board insert itself in the decision making 7 

process and effectively second guess the Corporation’s expertise is unwarranted and goes far 8 

beyond the PUB’s public interest mandate.  Accordingly, it should be denied.  9 

(b) No Wholesale or Industrial Contracts to Supply Power 10 

TGC seeks a direction from the Board that NTPC enter into immediate discussions with its 11 

Wholesale and Industrial customers to develop a long term contract.  TGC suggests 6 months as 12 

an appropriate time frame for this negotiation with NTPC to advise the Board if unable to reach 13 

agreement within that time frame.63
14 

During the oral proceeding, Board staff questioned NTPC regarding the absence of a contract to 15 

supply NUL and the lack of a contract for Giant Mine.  Ms. Whitford confirmed that in the past, 16 

NTPC had tried to negotiate a contract for wholesale with NUL but “we have not been able to 17 

agree on terms.”64  With respect to Giant Mine, Ms. Whitford confirmed that Giant Mine is 18 

governed by the Corporation’s standard terms and conditions.65
19 

The issue of wholesale contracts with NUL (NWT) and NUL (YK) has been before the Board in 20 

previous GRAs.  As Ms. Whitford advised, the Corporation has attempted to negotiate an 21 

agreement with NUL at various times but has not been able to reach satisfactory arrangements.   22 

In the 2001/2003 Phase I GRA, NTPC and the interested parties entered into a Negotiated 23 

Settlement Agreement which included an agreement between NTPC and NUL that they would 24 

make good faith attempts to reach long term agreements. In the 2006/08 GRA Application and in 25 

response to an IR from the Board in the 2006/08 GRA, NTPC described that earlier process as 26 

follows:  27 

The 2001/03 Negotiated Settlement provided that NTPC and its two wholesale 28 

customers NUL(NWT) and NUL (YK) would enter into negotiations towards 29 

putting in place a long-term supply agreement for each wholesale customer. The 30 

Corporation has pursued discussions with each of the wholesale customers. At this 31 

time, no long term supply agreements have been entered into. [Page 6-59] 32 

63 TGC Argument, para. 100. 
64 Transcripts, Vol. II, p. 78, lines 18-21. 
65 Transcripts, Vol. II, p. 78, lines 22-25. 
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And  1 

The discussions between NTPC and NUL(YK) Ltd and NUL(NWT) Ltd were 2 

undertaken on a without prejudice confidential basis and therefore NTPC is not able 3 

to disclose the nature or specific timing of those discussions. Discussion between 4 

the parties has been ongoing since 1998. Over the years a number of in person 5 

meetings were held as well as written exchanges of information. The last exchange 6 

between the parties regarding purchase power agreements was October 2005.66
7 

In written Argument in that proceeding, TGC raised concerns about the lack of wholesale 8 

contracts. The Board in Decision 13-2007 noted:  9 

NTPC submitted there are currently no bulk power agreements in place with 10 

NUL(YK) and NUL(NWT). NTPC submitted wholesale rates have historically 11 

been and will continue to be set by the Board regardless of whether wholesale 12 

contracts are ultimately negotiated with NUL. (NTPC Reply, p. 48) 13 

Ultimately, the PUB determined:  14 

The Board notes that if the wholesale rate levels or structure were to change as a 15 

result of the Phase 2 proceeding or as a result of any contractual arrangements with 16 

wholesale customers, the Board will be privy to the revenue impacts of such 17 

changes at the time. Accordingly the Board considers no action is required with 18 

respect to this matter at this time.67
19 

Despite the fact that it is not the PUB’s job to oversee the operations of the Corporation, TGC once 20 

again is seeking a directive the effect of which is to substitute the Board’s judgment for the 21 

Corporation’s judgment in assessing the appropriate need for and timing of any negotiations of  22 

long term contracts with the Corporation’s industrial and wholesale customers.  NTPC submits 23 

that the PUB in Decision 13-2007 appropriately understood and articulated the role that the PUB 24 

is to play in relation to such matters.  As the PUB referenced, wholesale rates continue to be set 25 

by the Board regardless of whether wholesale contracts are in place.  And further the PUB 26 

understood that “if wholesale rate levels or structure were to change as a result of …any contractual 27 

arrangements, the Board will be privy to the revenue impacts of such changes at the time.”68  That 28 

continues to be the situation today.  The Board, in its role of setting just and reasonable rates, will 29 

continue to assess the rates being charged to wholesale and industrial customers and the existence 30 

or not of a long term contract does not change that. NTPC echoes the Board’s finding in Decision 31 

13-2007, that “no action is required by the Board with respect to this matter at this time.”   32 

The Corporation cautions that, as is apparent from past history, negotiating wholesale long term 33 

supply contracts with NUL (YK) and NUL (NWT) is no easy task.  Over a number of years, the 34 

parties have discussed the subject but in each instance have failed to reach agreement on terms.  35 

NTPC submits that a directive that requires one party to enter into discussions with another party 36 

who is under no similar compulsion is unlikely to bear fruit in any event. In such a situation, NTPC 37 

66 2006/08 GRA, NTPC IR Response, BR.NTPC-18. 
67 PUB Decision 13-2007, p. 138. 
68 PUB Decision 13-2007, p. 138.  
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questions the value of such a directive particularly in light of the other important matters facing 1 

the Corporation at this time.  2 

NTPC strongly opposes the TGC recommendation. The industrial customer, Giant Mines, 3 

continues to be governed by NTPC’s standard terms and conditions.  To the extent that long term 4 

contracts may be entered into between NTPC and any of the industrial customer or the wholesale 5 

customers, the PUB will be privy to the revenue impacts, if any, and be in a position to assess 6 

those at that time.  7 

5. Conclusion 8 

NTPC has attempted to be responsive to all key issues raised by the intervenors within this Reply 9 

Argument.  Where NTPC disagrees with the intervenors, it has fully articulated its reasons with 10 

reference to the evidence put forth at the hearing, in the Application or through the IR process.  11 

NTPC reiterates that its rate design and rate proposals are reasonable and reflective of the GNWT’s 12 

2017 Policy Direction.  It proposed rate design also move rates closer to the RCC ratio targets at 13 

the zone and customer class level.  NTPC believes that its rate proposals strike a reasonable balance 14 

between moving customer classes toward the target RCCs and the rate design principle of 15 

gradualism in rate changes.   16 

Accordingly, NTPC requests that its 2017/18 and 2018/19 rate proposals as set out at 17 

Schedules 3.1.1 and 3.1.2 of the Phase II Application be approved.18 

In the event the Board approves the revised rates for 2017/18, the Corporation requests that such 19 

rates be approved on a go forward basis and that the 2017/18 interim rates approved in Decision 20 

4-2017 be made final for the period from April 1, 2017 until the date of implementation for any 21 

new 2017/18 rates. 22 

23 

ALL OF WHICH is respectfully submitted this 5th day of September, 2017. 24 

Borden Ladner Gervais LLP, 25 

Counsel for the Northwest Territories 26 

Power Corporation 27 

28 
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