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SAES disagrees with the NTPC assertions that all customers in the  
Taltson Zone have caused a significant shortfall in revenue collection. 
We disagree that the only solution to the problems of declining sales, 
ballooning costs and failure to address environmental liabilities, is to 
disproportionately raise the rates of one customer class. Over the 
course of the GRA 2022-23, we will outline our concerns in detail.  

NTPC has proposed new interim rates that reflect an inflationary 2.5% 
increase to class revenues for customers except for customers in 
Norman Wells and the Taltson Zone where the proposed interim rates 
reflect a 10% increase to all customer class revenues as a result of 
increasing costs, existing deficiencies in the Revenue to Cost 
Coverage ratios (RCC) (Taltson), or longstanding need to transition 
into the Thermal Zone (Norman Wells). 

NTPC’s overall revenue requirement is up $10.5 million. The increase 
is spread across three areas: Operating cost increases $5.6 million; 
Fuel and purchased power increases $3.4 million and increased 
Capital expenses $1.5 million.  

The interim request is for a rate of increase four times greater in the 
Taltson rate Zone than in the other rate Zones. However, NTPC has 
not shown an increase in cost levels specific to the Taltson zone. 

In the absence of evidence of a disproportionate increase in costs, the 
argument for a disproportionate increase in Taltson Zone rates rests 
solely on the incomplete analysis of Revenue Cost Coverage (RCC) 



ratios in the; Snare Zone = 101.4%; Taltson Zone = 87.0%; and 
Thermal Zone = 101.6%. NTPC asserts that this metric shows a 
shortfall in the collection of revenues from all the rate classes in the 
Taltson Zone. 

However, this metric is misleading for a number of reasons, one prime 
example is that the current rates in Fort Smith have an insignificant 
difference between government and non-government rate classes 
within the zone. If the analysis was completed it would show that 
non-government rate payers in the Taltson Zone pay a 
disproportionately high share of costs compared to non-
government ratepayers in the other zones. It would also show that 
government ratepayers in the Taltson Zone pay a disproportionately 
low share of costs in the Taltson compared to the other rate zones.  

The reason for this discrepancy is that the Government of the 
Northwest Territories has applied a variety of subsidy and cost 
reduction policies that distort the distribution of revenue recoveries in 
the different rate classes and zones. For example, the Territorial 
Power Support Program provides a large direct subsidy to non-
government residential users that redistributes a large proportion of 
costs in the Thermal Zone from non-government residential customers 
to government. This subsidy does not apply in much of the Taltson 
Zone. In addition, the differential in rates paid by government versus 
non-government rate payers in the Thermal and Snare Zones is much 
greater than in the Taltson. For example, the current rate charged to 
government customers in Fort Smith is less than $0.01/kWh greater 
than non-government customers. In Bechoko and Dettah the rate 
differential ranges from $0.03- $0.15/kWh higher for government than 
for non-government customers. In the Thermal Zone, government 
customers pay between $0.22/kWh and $2.54/kWh more than non-
government customers. Also, in the Thermal Zone costs are arbitrarily 
reduced by a Government directive to forgo collection of the 8% 
Return on Equity that is required in the Snare and Taltson Zones. The 
effect of these subsidies, rate differentials and distortions has been to 
redistribute costs in the Thermal and Snare Zones from non-



government customers to government customers. In Fort Smith in 
particular this has not occured.  

When the RCC metric is carried to its completion, it yields a 
completely different conclusion than that shown in the Interim Rate 
Application. In fact, non-government customers in the Taltson Zone 
pay a larger share of the actual costs in the Zone than customers in 
the other Zones. Conversely, government customers in the Taltson 
pay a disproportionately lower share of the costs in the Taltson than 
the other Zones. If there is a shortfall in the Taltson, it is because 
government customers pay a disproportionately smaller share of 
the costs. The shortfall could be reduced by simply increasing the 
government share of costs in Fort Smith to the same levels charged to 
government customers in Fort Resolution.  

We note that the NTPC submission forecasts zero load growth. In fact, 
the experience has been a decrease in energy sales for the last two 
decades while costs have ballooned. In 2003, sales were 
314,300MWh, revenues were $64.5M. The current sales forecast for 
2022-23 is 302,903MWh and revenue requirements have swollen to 
$122.6M. In the Taltson Zone actual sales declined 4.1% between 
2018-19 to 2020-21. NTPC has failed to significantly expand its 
markets or control its costs for more than two decades.  

There is one example of load growth in the Taltson that has raised 
revenue and decreased shortfalls. In Fort Smith, GNWT has taken 
advantage of attractively priced electric heat energy to heat some of 
its buildings. 

The price signals sent to customers by reducing the cost of power in 
the Thermal (diesel) communities while increasing the cost of power in 
the Hydro communities, are precisely the opposite to signals that 
would penalize expensive pollution and promote low cost clean 
energy. If the goals of the GNWT include moving to Net Zero 
GHG, an opportunity for progress exists in the Taltson Zone. We 
will address this in detail in the GRA. 



Solar generation added 307MWh to the mix in 2018-19, 25% higher 
than forecast. Yet current forecasts show solar generation declining 
below previous year estimates and actuals. Solar generation currently 
contributes 0.1% of total generation with no forecast of increase. 
Meanwhile diesel and natural gas contribute 21-24% of generation 
with no forecast of decline. With the exception of the pending wind 
project in Inuvik, NTPC has not aggressively pursued opportunities to 
decrease costs and address environmental liabilities by displacing 
diesel generation with renewable energy alternatives. 

In conclusion, the Interim rate application and GRA process exposes a 
business whose sales are dropping while costs spiral higher. The 
corporation has not shown how it will increase sales or reduce costs 
or address its Greenhouse Gas liabilities. The only proposed solution 
is to increase the rates of their customers and to disproportionately 
increase the rates of the customer class that is currently shouldering 
the greatest share of it’s actual costs. We will ensure that these issues 
are thoroughly examined in the General Rate Application process. The 
support of the Public Utilities Board in this endeavor is paramount.  
 
 

With respect, we request the NWT Public Utilities Board to reject 
the NTPC 2022-23 Interim Rate Application.  
We request that the Board instruct the Corporation to prepare an 
application that addresses the systemic problems of equitable 
distribution of costs, declining sales, inflating costs and 
unmitigated environmental liabilities. 
 
 


