
1734197.v1 

  
 

 
THE PUBLIC UTILITIES BOARD  

OF THE  
NORTHWEST TERRITORIES 

 
 
 
 

IN THE MATTER OF: 
 

 
NORTWEST TERRITORIES POWER CORPORATION   

2011-2014 GENERAL RATE APPLICATION 
 

2012 INTERIM RATES APPLICATION  
 
 
 

- ARGUMENT - 
 
 
 

SUBMITTED ON BEHALF OF: 
 

THE THERMAL GENERATION COMMUNITIES   
 
 
 

 
 
 
 

April 20, 2012 



 
 
 
 

1734197.v1 

TABLE OF CONTENTS 

1. INTRODUCTION .............................................................................................................................. 2 

2. GENERAL .......................................................................................................................................... 3 

3. PERCENT OF SHORTFALL RECOVERY THROUGH INTERIM RATES APPROVED IN 
PRIOR INTERIM RATE APPLICATIONS ........................................................................................... 4 

4. REVENUE SHORTFALL – NTPC FORECAST VS. BOARD-APPROVED FORECAST ....... 6 

5. INTERIM RATE INCREASE SHOULD BE ASSESSED AT THE CONCLUSION OF ORAL 
PORTION OF THE PROCEEDING ........................................................................................................ 7 

 



 
 
 
 

1734197.v1 2 

 
1. INTRODUCTION 
 

1. By letter dated March 23, 2012, Northwest Territories Power Corporation (NTPC, 

the Utility, the Corporation) filed a General Rate Application (GRA) for the Test 

years 2012/2013 and 2013/2014 for approval by the Northwest Territories Public 

Utilities Board (Board or PUB).  

 

2. Also by letter dated March 23, 2012, NTPC applied for an interim rate increase 

effective April 1, 2012, applicable to energy charges of all customer classes and in 

all communities, except for Normal Wells for which it proposed a rate increase of 

15% to energy charges (the IR Application).  

 

3. By letter dated March 28, 2012, NTPC amended its March 23, 2012 IR Application 

as follows: 

 
In the Interim Rate Application, NTPC sought interim rates to increase all 
energy charges for all customer classes in Norman Wells by 15%, effective 
April 1, 2012. The Corporation wishes to amend its Interim Rate Application 
to reduce the requested increase for Norman Wells and seeks to increase all 
energy rates for all customer classes in Norman Wells by 7%, effective April 
1, 2012. This amendment will bring Norman Wells proposed increases in 
line with the increases in energy charges sought for all customers in all other 
communities. The revised interim rates and revenue increases, as proposed, 
are summarized in the attached Schedules 1 and 2. 

 

4. The Thermal Generation Communities (TGC) - Town of Inuvik, Hamlet of Fort 

Providence and Village of Fort Simpson - have now had an opportunity to review 

the 2012 IR Application (as amended), and responses to the IRs submitted by the 

Board, TGC and HC. Based on the Board's April 5, 2012 process letter, the 

following Argument and recommendations are submitted on behalf of the TGC.  
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2. GENERAL   
 
5. One of unique distinguishing features of the 2012/2013 IR Application is that the 

shareholder, GNWT, has offered to provide funding for about 71% of the projected 

2012/2013 revenue deficiency. NTPC states: 

Despite the additional revenue from interim rates, the Corporation still 
expects to incur a substantial shortfall in the 2012/13 test year. As a 
result, NTPC and its shareholder, the GNWT, have implemented 
financial funding measures. These funding measures will mitigate the 
rate impact for customers during this transition and will ensure the 
Corporation can continue providing safe and reliable service, while 
maintaining its financial viability for 2012/13.1 
 

6. More specifically, while the 2012/2013 forecast revenue deficiency is $19.20M, the 

GNWT will provide funding for $13.63M, or about 71%, and the customers are 

being asked to pay for the other 29% through the IR Application. In essence then, if 

the IR Application is approved as filed, the Corporation will recover 100% of its 

2012/2013 projected revenue deficiency through a combination of (i) funding from 

the GNWT and (ii) the 7% proposed interim rate increase from customers.  

 

7. NTPC also noted that the opportunity for rates for all customers to remain below 

the just and reasonable rate levels (i.e. rates that do not recover the cost to serve) is 

only made possible by the contribution of the GNWT, which is provided with 

specific, prescriptive requirements (see for example: YK.NTPC-1).2 

 

8. Further, NTPC also indicated that any reduction in the 2012/2013 Revenue 

Requirement by the Board in its final determination will result in a reduction to the 

funding level provided by the GNWT.  

 

                                                 
1 Mar 23, 2012 IR Application, page 2 of 3 
2 BR-NTPC-3 (b) 
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9. The TGC have a number of issues with the IR Application and for the reasons 

which follow, recommend that the Board reject this proposed IR Application until 

the completion of the oral portion of the rate hearing.  

 

3. PERCENT OF SHORTFALL RECOVERY THROUGH INTERIM RATES 
APPROVED IN PRIOR INTERIM RATE APPLICATIONS 

 

10. In the two most recent Interim Rate Applications, the Board has approved shortfall 

collection, by way of interim rates, as follows: 

 
(i) In the 2001/2003 GRA, the Board approved approximately 60-65% of the 

2001/2002 projected shortfall on an annualized basis. 

(ii) In the 2006/2008 GRA, the Board approved interim rates which were to 

recover about 64% of the proposed rate increase.3 

 
11. In both of these precedents, the Board-approved percent of recovery through 

interim rates from customers was less than that which will be available to NTPC 

from the GNWT. Any concerns identified by NTPC as to the delay in 

implementing IR increases leading to a material increase to NTPC's shortfall for 

2012/2013, or other factors identified at pages 2-3 of its IR application, are 

therefore mitigated by the fact that the proposed funding from the GNWT towards 

the projected 2012/2013 revenue deficiency is higher than the Board has allowed in 

the precedents cited above.  

 

12. NTPC states: 

 
The 71% GNWT funding is not an “interim rate” or any form of rate. It is an 
opportunity for customers to avoid paying the full required rates. The principles 
for setting interim rates also requires consideration of measures to transition to 
full rates for customers, to avoid the need for future shortfall riders that can 
cause rate instability. As such and consistent with its GRA, NTPC has proposed 
an interim rate rider that will transition customers to final rates over the next 4 
years. Any delay or reduction in implementing the transitional rates only adds to 

                                                 
3 TGC-NTPC-4 (b) 
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the rate impact for customers later in the regulatory process as customers could 
be subject to further shortfall riders in addition to changes in their base rates.4 

 

13. The TGC agree that the 71% funding from the GNWT is not an "interim rate"; 

nor is it a form of a rate. Our understanding is that this amount is to defray the 

revenue shortfall which would otherwise be collected from customers. Further, 

the 71% is not something that will returned to GNWT at some future point in time 

i.e. it is not a loan, but rather a funding mechanism to help NTPC run its utility 

operations. As noted by NTPC, this “significant shareholder contribution is 

intended to ensure a stable and measured transition to the rate levels required to 

fully collect the test-year revenue requirements and that customers do not face 

increases above the proposed 7% level.”5  

 

14. Further, we understand the proposed shareholder funding is not some phantom 

amount which only exists as a book-keeping matter; it represent real dollars which 

will be provided to NTPC to fund its operations much in the same manner as 

customer provided funding through rates. To this end, the TGC respectfully 

submit that the Board in assessing the quantum of interim rate funding to be 

awarded to NTPC must take into account that it will receive a significant amount 

of its projected 2012/2013 revenue shortfall from the GNWT.  

 
15. That is, the shareholder has decided to relieve the customer of this burden. As a 

consequence, should the Board decide that consistent with prior interim rate 

applications it should award no more than 60-65% of the projected revenue 

shortfall, then the proposed funding from GNWT more than adequately satisfies 

this threshold, and no more funding should be necessary, at least on an interim 

refundable basis, from customers. 

 

                                                 
4 TGC-NTPC-5 (d) 
5 BR-NTPC-1 (a) 
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16. Finally, the TGC understands that the GNWT funding is not contingent upon the 

Board approving the IR Application. Accordingly, even if the Board were to 

reject the IR Application, the GNWT funding will be forthcoming.  

 

4. REVENUE SHORTFALL – NTPC FORECAST VS. BOARD-APPROVED 
FORECAST  
 
17. In our view, one factor that must be considered by the Board in any consideration 

of an interim rate increase is the extent to which there are contentious issues which 

may lead to a final Revenue Requirement, and the projected 2012/2013 revenue 

deficiency, being lower than that forecast by NTPC.  

 

18. To this end, the TGC asked NTPC to provide the reductions in the most recently 

filed-for Revenue Requirements in prior Test Years. The following table 

summarizes the information provided: 

 

2006/07 2006/07 2007/08 2007/08
Requested Approved Requested Approved

 Revenue Requirement  79,779        76,639        84,203        81,117        
 Revenues at Existing Rates 63,967        64,351        64,405        64,777        
 Revenue Deficiency (Shortfall)  (15,812)       (12,288)       (19,798)       (16,340)       

Reduction in Revenue Shortfall 
approved by the Board (3,524)         (3,458)         

% of Projected Shortfall 22% 17%

Table 1: Requested and Approved Revenue Requirement and Deficiency

2006/07 and 2007/08 Test Years ($000s)

Source: Response TGC-NWTPC-6 (b) and (c)
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19. Assuming a similar magnitude of reduction in the 2012/2013 GRA Test Year, i.e. 

in the order of about 20%, we could see a reduction in the 2012/2013 shortfall from 

the $19.2M forecast by NTPC to $15.4M, or about $3.8M. Hence, if the proposed 

7% rate increase is approved, NTPC will collect $5.6M in additional revenues; 

however it should have collected only $1.8M [$5.6-3.8]. 

 

20. In our view, some of the contentious items which could lead to a reduction in the 

filed-for 2012/2013 revenue deficiency include: 

 
- Fuel cost increase of $10M 

- Uncertainty surrounding the fuel switching at Inuvik 

- Depreciation Expense increase of $2M 

- IFRS related changes 

- Amortization amounts – overhaul deferral and water license deferral accounts 

- $4M in “other” expenses 

- Need and prudence of capital expenditures and additions 

- Cost of Capital (debt and return) 

 
5. INTERIM RATE INCREASE SHOULD BE ASSESSED AT THE 
CONCLUSION OF ORAL PORTION OF THE PROCEEDING 

 
21. In response to a question as to whether the matter of interim rates should be 

reviewed upon the conclusion of the oral portion of the Phase 1 Hearing, currently 

scheduled for September 26-27, 2012, NTPC responded: 

There is very little merit in establishing an interim rate after the scheduled oral 
hearings on September 26-27, 2012. Interim rates are normally used to help 
customers transition to final rates without exacerbating the rate impact for 
customers when final rates are established. If NTPC delayed its interim rate 
increase until after the oral hearings, customers would likely experience an 
increase for final rates plus a significant shortfall rider. Under the current 
interim rate proposal, the requirement for a future shortfall rider is minimized. 
Not only does this minimize the rate impact for the customers, but also 
maintains all other rate setting principals such as (i) financial integrity of the 
Corporation; (ii) ability to provide safe and reliable utility services; (iii) rate 
stability; (iv) intergenerational equity; and (v) price signals etc.6 

                                                 
6 TGC-NWTPC-5 (e) 
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22. While it is true that generally, interim rates provide timely price signals etc, in this 

case, NTPC's argument does not hold. More specifically, since the GNWT is 

funding 71% of the projected revenue shortfall, customers will not see the price 

signals that would typically be necessary in the absence of government funding. In 

addition, on a balance of probabilities, the final 2012/2013 Revenue Requirement 

will be lower than that requested.  

 

23. As noted above, for the Test Years 2006/2007 and 2007/2008, on average, the 

revenue deficiency approved by the Board was some 20% less than that forecast by 

the Corporation. If a similar result were to occur in the 2012-2013 Test Year, there 

would be a significant over-collection as a result of interim rates.  

 
24. With respect to the argument that it needs an interim rate increase from customers 

so that it can maintain its financial integrity, the TGC submits NTPC has filed no 

independent evidence from bond rating agencies, for example, which would 

suggest that (i) the absence of immediate rate relief would result in serious 

downgrading of its debt rating or affect its ability to borrow funds from the capital 

markets at reasonable rates and (ii) the $13.63M funding forthcoming from the 

GNWT would not assist the Corporation to maintain its financial integrity.  

 
25. Nor has the Corporation filed any evidence that without the customer-provided 

funds from the proposed interim rate increase, it would not be able to provide safe 

and reliable utility services.  

 
26. The TGC submit setting interim rates at a level that is too high (i.e. where the 

Board in its final Decision determines a revenue deficiency much lower than that 

forecast by NTPC) is not in desirable either, since it creates rate instability and 

intergenerational inequity issues for customers.  

 
27. Clearly, once the intervenors have had an opportunity to address and examine the 

issues in this GRA in a more comprehensive manner, and filed evidence, the Board 
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should have a much better picture of the nature and magnitude of the contentious 

items. The oral proceeding will provide a further opportunity for all parties to 

assess the positions advanced. Therefore, given the NTPC will receive a significant 

portion of its projected revenue deficiency from the GNWT, there is no real benefit 

to implement interim rates at this point in time.  

 
28. As well, there is no regulatory lag issue; the Board's schedule contemplates a 

hearing towards the end of September 2012 i.e. some 5 months from now. Hence, a 

delay in consideration of interim rates until after the oral portion of the hearing 

should not result in undue financial hardship to NTPC; nor should such a short 

period of time have any material impact on rate shock or intergenerational equity.  

 
29. Based on all of the above, it is the TGC's recommendation that the need for interim 

rates, if any, should only be assessed upon the conclusion of the oral proceeding.  

 

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 20th day of April, 2012. 

 

 MacPHERSON LESLIE & TYERMAN LLP 

Per:     

              
 _______________________________ 
 G. Rangi Jeerakathil 

This document was delivered by: 

MacPHERSON LESLIE & TYERMAN LLP 
1500 – 410 22nd Street 
Saskatoon, Saskatchewan 
S7K 5T6 

and the address for service is same as above. 
Lawyer in charge of file: G. RANGI JEERAKATHIL  
Telephone number:  (306) 975-7100 
Fax number: (306) 975-7145 
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