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Purpose of Evidence 
 

Q1. What is the purpose of the Northwest Territories Power Corporation’s (“NTPC” or 

“Corporation”) rebuttal evidence?  

A1. The purpose of NTPC’s rebuttal evidence is to respond to certain statements made in the 

evidence of Mr. Madsen representing the Town of Inuvik, Village of Fort Simpson and 

Town of Norman Wells (“Thermal Generation Communities” or “TGC”), Mr. Bell 

representing the Towns of Hay River and Fort Smith (“HR/FS”) and Mr. Bevington and Mr. 

VanCamp representing Stand Alone Energy Systems Ltd. (“SAES”).  

Capitalization Policy 
 

Q2. Mr. Madsen states NTPC is forecasting to capitalize 16.1% of its internal labour costs in 

the test period.1 Does NTPC agree with Mr. Madsen’s analysis? 

A2. NTPC has reviewed Mr. Madsen’s forecast of 16.1% for capitalized internal labour costs 

and there appears to be an error in the calculation. It appears Mr. Madsen has taken the 

2021-22 direct charged internal salaries ($2.554 million) and the 2021-22 direct and 

indirect overhead ($2.827 million) from TGC.NTPC-10 Attachment 3 for NTPC’s 

capitalized salaries, and NTPC’s 2022-23 Test Year salaries ($28.110 million) to calculate 

this capitalization rate. This calculation is using two different years, and it is also using 

2021-22 capitalized supplies and travel costs, which are part of the direct and indirect 

overhead amount ($2.827 million). NTPC does not include its direct charged internal 

salaries for the 2022-23 Test Year in TGC.NTPC-10 Attachment 3, therefore it is not 

possible to correctly calculate the capitalized internal labour costs for that test period.  

NTPC’s forecast capitalized internal labour costs for 2022-23 is 20.3%, as shown in Table 

1 below. 

 

 

 

 

 

 
1 Page 9, lines 7 and 8. Evidence of Dustin Madsen. Dated July 15, 2022. 
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Table 1: 2022-23 Forecast Capitalized Internal Labour Costs  

 

Q3. Mr. Madsen recommends an overall reduction to NTPC’s applied for revenue requirement 

to reflect a labour capitalization rate of 25% net of an average rate of depreciation applied 

to those assets and allowed for return. Mr. Madsen provides a table illustrating his 

proposed adjustment.2 Does NTPC agree with Mr. Madsen’s recommendation? 

A3. NTPC does not agree with Mr. Madsen’s recommendation of a capitalized rate of 25% for 

internal labour costs. The 2022-23 capitalization rate of 20.3% is a reflection of NTPC’s 

capital plan and increase in FTEs to support capital program management. NTPC also 

notes that a capitalization rate of labour of 20.3% is consistent with other Canadian utilities 

such as NB Power Generation. 

Q4. Does NTPC have any other concerns with Mr. Madsen’s recommendations related to the 

capitalization policy? 

A4. In accordance with PSAS accounting standards, NTPC’s approach to capitalization of 

salaries is based on actual time spent by employees and directly attributable to the 

construction or development activity. This includes technical and administrative work prior 

to the commencement of and during construction. When employees are working solely on 

a capital project, time is coded directly to that project. When employees are working on 

the capital program or on a number of different capital projects over a period of time, they 

code their time indirectly to the overhead account, which is then capitalized to the capital 

projects. Because NTPC relies on this cost causation basis for capitalizing salaries, 

NTPC’s capitalization rate may not conform to the capitalization policies used by other 

utilities, which have different asset configurations, different use of employees and 

 
2 Page 37, lines 18 through 20, and Table 9, page 38. 

2022-23 
Forecast

(Test Year)

O&M Salaries 28,110      

Indirect Overhead Salaries 2,028        
Direct Overhead Salaries 228           
Direct to Capital Salaries 4,895        
Total Capital Salaries 7,150        

Total Salaries 35,261      

% O&M Salaries 79.7%
% Capital Salaries 20.3%
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contractors to lead or support the capital program and different work environments and 

requirements.  

One objective of NTPC’s strategic plan is to reduce the cost of power to customers.  NTPC 

aims to do so based on achieving actual reduction in costs through improved efficiencies 

and innovation, rather than from shuffling the same costs between capital and OM costs 

as Mr. Madsen proposes.  

NTPC’s response to TGC-10 may not have clearly identified which positions are included 

in the “direct overhead” costs. Actual costs coded direct to overhead come from various 

divisions in a given year and are based on employee’s work on capital projects or the 

capital program. The budget for the following year will be based on a percentage of 

historical time coded to the overhead project adjusted as required based on the estimated 

capital work for the upcoming year and how that may or may not change in alignment with 

the capital work. Time for employees coded to direct overhead costs include employees 

in accounting, treasury, customer service, regulatory, budgeting, supply chain 

management, information technology, and executive. 

Mr. Madsen also assumes a linear correlation between the changes in the capital program 

and workload assignments from employees who charge direct to overhead. That is not 

always the case. For example, time and effort spent by executive employees to develop, 

scrutinize, and deliver the capital program to various stakeholders, from one year to the 

next may change more as a result of the complexity of the projects or the new technology 

included in the projects rather than based on pure dollar value of the capital program 

overall.  

On page 32 of Mr. Madsen’s testimony he identifies that; 

“A core concept of capitalization is whether the asset can continue to provide the 

service intended if certain work is not performed. Normal course maintenance of 

an asset is often expensed but if the work is necessary to ensure the asset can 

function as intended, or put another way, if the work is not performed the asset will 

not be capable of functioning, then that work is capital in nature.” 

NTPC disagrees with Mr. Madsen’s conclusion that “…work to ensure an asset is capable 

of functioning is defined as capital in nature”. If that were so, then all maintenance 

functions would be considered capital in nature. If an oil change is not completed, the 

engine will fail. If a damaged insulator is not replaced, then the connection point will fail. If 

snow is not cleared from the roads, employees cannot access the worksite and the assets 

will fail or not function in the way they were intended to function. Maintenance is intended 
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to ensure that a capital asset continues to function, however that does not mean it is capital 

in nature.  

NTPC agrees with Mr. Madsen (at p. 9-10 of his evidence) that that it is most appropriate 

to compare NTPC’s capitalization rate with other vertically integrated utilities, rather than 

single service investor-owned utilities. However, Mr. Madsen then goes on to compare the 

SCADA position at NTPC with SCADA positions at AltaLink, assuming they perform the 

same function although he does not have a job description for the AltaLink positions to 

understand if they are or are not performing the same work.  Mr. Madsen continues the 

support for “NTPC’s low capitalization rate” for all of the new positions identified by NTPC 

based on the continued misunderstanding that employees with a direct impact on the 

continued operation of NTPC’s assets should capitalize that work, whereas NTPC prefers 

to better align with PSAS accounting guidelines in capitalizing time for employees with a 

contribution to the betterment of assets or construction of new capital assets. 

In NTPC’s annual budgeting process, also used in preparing the GRA budget, NTPC 

reviews the development of estimates for capitalized time to overheads in order to best 

reflect the upcoming effort of its employees. NTPC confirms that the Human Resources 

Division will be included in the review for overhead allocations in future budgeting 

processes. 

NTPC does and will continue to review its internal labour capitalization budgets to ensure 

they continue to be reflective of its capital workloads as well as ensuring fair rates are 

charged to ratepayers and supporting intergenerational equity. If there is a gap between 

budgeting and workloads, NTPC will adjust at the time of the next GRA.   

Depreciation Rates 
 

Q5. Mr. Madsen recommends adjusting the proposed depreciation rates for Account 341 

(Diesel Plant – Structures and Improvements) from the proposed 35-S3 Iowa curve to a 

40-S3 curve; Account 342 (Diesel Plant – Fuel Holders, Producers and Accessories) from 

the proposed 27-R2 either maintain the currently approved 30-L4 curve or alternatively a 

35-R3 curve; and Account 343 (Diesel Plant – Prime Movers) from the proposed 23-R3 

curve to a 25-R3.5 curve.3 Does NTPC support Mr. Madsen’s recommendations? 

A5. No, NTPC does not support Mr. Madsen’s recommendations. 

In regards to Account 341 – Diesel Plant – Structures and Improvements, the increase in 

life from 32 years to 35 years represents a 9.4% increase in the service life of this account. 

 
3 Page 66 line 16 through page 67 line 7. Evidence of Dustin Madsen. Dated July 15, 2022.  
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While Concentric agrees that a life extension is warranted for this account, increasing to 

40 years would represent a 25 percent increase in the service life. As this account has 

only seen retirements through to approximately 70 percent of the total exposures, it is 

essential to ensure that the concept of gradualism and moderation is adhered to. This is 

because there have not yet been a large number of retirements seen, which suggests that 

the actuarial analysis may change drastically in future depreciation studies. In the interest 

of gradualism and moderation, Concentric believes that the 35-S3 Iowa curve should be 

used for the depreciation calculations at this time with further life extensions examined in 

future depreciation studies.  

In regards to Account 342 – Diesel Plant – Fuel Holders, Producers, and Accessories, 

Concentric agrees with Mr. Madsen’s comment that “Importantly, a review of the observed 

data shows relatively few retirements experienced for earlier vintages of assets beyond 

age 29.5. Comparatively, there is a higher degree of retirements in the age range of 7.5 

to 24.5 years.” This is the period of highest retirements and is the area of the curve that it 

is most important to fit to. Just $121,934 retirements occur after age 33.5, out of a total of 

$5,155,403 representing 2.4% of total retirements. A better mathematical or visual fit at 

this point in the curve is less meaningful, particularly when there is an Iowa curve with a 

better fit through age 32.5, when 97.6% of the total retirements are observed. It is generally 

accepted in depreciation literature that the “knee”, or area of greatest retirement activity, 

is most representative of the average service life expected for any group of assets.  

While previous depreciation studies had hoped for a life lengthening impact from the 

double walled tanks now in service, at this time the data has not supported this. Further, 

an average expected age of 30 years is in line with an average service life of 27 years, as 

it is expected that some of the old single walled tanks will still need to be replaced in the 

coming years. The expected engineering life of 30 years also does not take into account 

reasons for retirement other than the physical life of the assets – it is expected that the 

assets may be retired due to any number of other forces of retirement which will reduce 

the average service life of the entire account. A 27 year service life at this time allows for 

the retirement of any single walled tanks still in service, recognizes the historical retirement 

experience, and allows for interim retirements over the life of the double walled tanks. 

In regards to Account 343 – Diesel Plant – Prime Movers, Mr. Madsen appears to make 

the same mistake as he made in Account 342, placing a larger percentage of weighting 

on the smaller dollars of retirement at the tail end of the curve. In Account 343, the 

retirements post age 22.5 (the section of the curve that Mr. Madsen is weighting most 

heavily) represent 11 million dollars, or 33% of the total retirements observed. Concentric 

placed a substantially higher degree of weighting on the 66% of retirements that occurred 

before this point as these make up the period of greatest retirement experience.  
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Mr. Madsen comments that the mathematical fit of the 25-R3.5 is superior to the 23-R3 

recommended by Concentric. This is an expected outcome of the longer life. In accounts 

with “stub curves”, or curves which do not show the entire life cycle of assets such as 

Account 343, it is very common for the lagging retirement transactions at the tail end of 

the curve to skew the residual measure calculation. This is due to the mathematical 

calculation performed in calculating the residual measure placing equal weighting on every 

year, which often results in curves with an inappropriately long life having a better residual 

measure than curves with an appropriate life through the area of greatest retirement 

activity. 

Q6. Mr. Madsen provides estimates of the change in depreciation expense that would arise 

from implementing his recommendations.4 Does NTPC agree with Mr. Madsen’s 

estimates?  

A6. NTPC has reviewed Mr. Madsen’s estimates and there appears to be an error in the 

depreciation expense impact calculation for account 343.00. Mr. Madsen estimated his 

recommendation for this account to reduce the forecast 2022-23 depreciation expense by 

$220,800. However, this estimate is calculated as the difference between depreciation 

expense at Mr. Madsen’s proposal and depreciation expense at existing rate ($3.895 

million, shown in column B of Table 2 below). The correct estimate should be calculated 

as the difference between depreciation expense at Mr. Madsen’s proposal and 

depreciation expense at NTPC’s proposed rate ($3.994 million, shown in column E of 

Table 2 below).  It is noted that the estimated reduction at Mr. Madsen’s recommendation 

would be $319,000 as shown in Table 2. 

Table 2: Asset Life Parameter Depreciation Impacts 

 

To be clear, NTPC does not support Mr. Madsen’s recommendations with respect to the 

above accounts. However, the correct impact of Mr. Madsen’s recommendations on life 

portion of depreciation expense, would be $319,000 as shown in Table 2. 

 

 
4 Page 71, line 13 through page 72, line 72; Page 75, lines 8 through 13; Page 78, lines 1 through 6. 
Evidence of Dustin Madsen. Dated July 15, 2022. 
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Salvage Costs 
 

Q7. Mr. Madsen states he considers the Traditional Approach for the collection of net salvage 

proposed by NTPC to be preferred over alternative approaches but identifies certain 

alternatives that may exist.5  Can NTPC provide comments regarding the evidence 

presented?  

A7. NTPC agrees the Traditional Approach is preferred and while there may be other 

theoretical or conceptual options, in NTPC’s experience there are relatively few examples 

of these approaches being implemented for utilities in Canada. NTPC’s experience 

appears consistent with the information provided by Mr. Madsen in response to 

NTPC.TGC-004. NTPC continues to support the use of the Traditional Approach. 

Insurance Costs 
 

Q8. Attachment 3 to Mr. Madsen’s evidence provides an analysis of Mr. Madsen’s estimate of 

potential savings that may be realized by reducing commercial insurance costs by 25% 

and increasing self-insurance. In NTPC’s view is Mr. Madsen’s analysis reasonable?     

A8. No, this analysis is not reasonable. An analysis based on very limited data, which ignores 

current self-insurance costs and pending claims cannot be used to interpret possible 

insurance cost savings or economic validity of increased deductible components. 

NTPC has taken steps to increase the self-insurance components of its insurance program 

by increasing the deductible for property insurance from $300k in 2018-19 to $1.5M in 

2020-21 as illustrated in TGC.NTPC-11 Attachment 1. Some NTPC assets are fully self-

insured such as owned vehicles and transmission assets. 

Property insurance represents the largest component of NTPC’s insurance program. This 

insurance program has been developed over time based on advice from professional 

brokers who are compensated through a fixed-fee contract (compensation is not tied to 

amount of insurance placed). NTPC’s broker has confirmed that it is unlikely that further 

increases to the deductible portion of its property insurance will materially decrease the 

premiums and does not support further increases to self-insurance through higher 

deductibles.   

 

 
5 Page 44, line 16 through page 45, line 20. Evidence of Dustin Madsen. Dated July 15, 2022. 
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Taltson Operations and Maintenance Costs 
 

Q9. Mr. Bell takes issue with O&M cost increases in the Taltson zone and provides a summary 

of the drivers of O&M cost increases from 2018-19 through 2022-23.6 Does NTPC agree 

with Mr. Bell’s analysis?  

A9. No, NTPC does not agree with Mr. Bell’s analysis. 

Mr. Bell’s analysis focuses on a small number of specific accounts. Table 3 below 

summarizes average annual O&M increases by function in the Taltson zone. 

Table 3: Average Annual O&M Increases by Function (Taltson Zone) 

 

The review of the 2022-23 test year forecast shows that the annual average O&M increase 

in the Taltson zone from 2018-19 to 2022-23 is 1.8%, or below a normal inflation estimate 

of 2% per year. This is confirmed by Mr. Bell in his response to NTPC.HR/FS-2(a) from 

August 12, 2022.  

When asked about the level of annual inflationary increase likely appropriate over the 

period from 2018-19 to 2022-23, Mr. Bell did not provide evidence in relation to appropriate 

inflation rates, as stated in the response to NTPC.HR/FS-2(b) from August 12, 2022. 

Behchokǫ̀ EV Charging Station 
 

Q10. Mr. Madsen recommends the costs of the EV Charging Station should be denied or 

alternatively be supported through government grants and other funding.7 Does NTPC 

agree with Mr. Madsen’s recommendation? 

A10. NTPC now has a contribution agreement in place, this will significantly reduce the effect 

on rate payers.  This will be reflected in updated tables to be filed. 

 
6 Page 4, Question 7. Evidence of Russ Bell dated July 15, 2022.  
7 Page 61, lines 13 through 14. Evidence of Dustin Madsen dated July 15, 2022. 
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Pole Replacement Program 
 

Q11. Mr. Madsen recommends reducing the forecast spending on the pole replacement 

program from $2 million annually to $1 million annually noting that this level of spending 

appears more consistent with prior year actual spending and that while there may be a 

prevalence of aging assets, age is only one relevant variable.8 Mr. Bell also comments 

that NTPC has not provided actual results of risk based analysis or asset health analysis.9 

Can NTPC provide comments on the issues raised by Mr. Madsen and Mr. Bell? 

 

A11. The Corporation has noted it currently has approximately 1,000 pole that are currently 

between 45 to 60 years old and provided information indicating a substantial proportion of 

poles are expected to be required to be replaced within the next 10 years based on 

condition assessments completed to date. 10 At an average replacement cost of 

approximately $10,000 per pole, replacing 1,000 poles would cost on the order of $10 

million. The Corporation is proposing a staged approach to replacing these assets over 

time considering the magnitude of the investment required and the logistics of replacing 

the poles which considers factors such as the number of communities involved and the 

fact that some poles must be replaced in winter months or outside of nesting seasons. 

Assets at end of life 
 

Q12. Mr. Bell identifies a number of end-of-life capital projects he asserts are justified by NTPC 

on the basis of physical age and states end-of-life should be based on the condition of the 

assets, not on physical age.11  Can NTPC provide additional information related to the 

condition of the assets and capital projects in question? 

 

A12. NTPC is not justifying the replacement of assets based solely on asset vintage or age and 

has provided details in relation to asset condition on the record. 

 

With respect to fuel tanks, as noted in the response to HR/FS.NTPC-24 (b) insurance 

recommendations as well as best operating practice support NTPC converting its single 

walled tanks to double walled tanks. A spill can result in significant environmental 

damages and resulting costs which could far exceed costs to bring its single walled tanks 

up to current best practices now. Further, responding to a spill into secondary containment 

can also be a costly and resource demanding venture and NTPC views it as reasonable 

 
8 Page 63, lines 3 through 12. Evidence of Dustin Madsen dated July 15, 2022.  
9 Page 18, Evidence of Russ Bell dated July 15, 2022.  
10 HR/FS.NTPC-29. 
11 Pages 6 through 9. Evidence of Russ Bell. Dated July 15, 2022.  
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and prudent to take appropriate steps now to avoid such an event. These considerations 

support the measured replacement of single walled tanks prior to a catastrophic failure of 

the assets.  

 

With respect to the Taltson Heavy Equipment purchase, the Corporation explained the 

existing equipment has become unreliable and expensive to maintain. Replacement parts 

are also becoming difficult to source. These factors beyond the simple age of the assets 

support the need for replacement assets.12  

 

With respect to the Inuvik EMD Ventilation Upgrade, the Corporation described that 

sections of the system are difficult to maintain due to a lack of available parts. The current 

roof mounted equipment and exhaust fans that control the plant temperature must be 

opened and closed manually. This manual process does not provide sufficient ventilation, 

which can negatively impact genset reliability. In addition, there are safety concerns that 

must be mitigated and managed when operating manually controlled equipment at 

elevated heights. These factors beyond the simple age of the assets support the need to 

replace the existing assets.13 

 

With respect to the Gameti Plant G1 replacement, the Corporation outlined the existing 

reliability issues when the unit is in service. This factor in addition to the age of the unit 

supports replacing the existing asset at this time.14 

 

With respect to the Taltson Camp Upgrade, this project is a component of the larger project 

permit application for the Taltson Overhaul. The project permit for this project was 

approved in Decision 3-2022 which noted the Town of Hay River supported the approval 

of the project permit.15  The Corporation explained that the existing camp does not have 

enough capacity to accommodate all employees to complete normal annual plant 

maintenance or the overhaul projects, requiring six additional bedrooms to meet building 

code requirements. Currently, employees over the capacity of the camp must fly back to 

Fort Smith daily, a trip that adds significant cost for the Corporation and negatively impacts 

work efficiency. These factors contributed to the need for the camp upgrade.16 

  

 
12 Refer to page 315 of 468 of the PDF of the GRA appendices.  
13 Refer to page 332 of 468 of the PDF of the GRA appendices.  
14 Refer to page 376 of 468 of the PDF of the GRA appendices.  
15 Page 8. Decision 3-2022.  
16 Refer to page 11-51 of the Application. 



13 
 

Rate Shock and Energy Affordability 
 

Q13. Mr. Bell states his view that residents and businesses within the Taltson zone are likely to 

experience two consecutive 10% increases as rate shock.17 Does NTPC agree with Mr. 

Bell’s assessment?  

 

A13. The Corporation does not agree that its rate proposals constitute rate shock. The NWT 

PUB has previously approved rate increases of 10% or greater as being reasonable in the 

circumstances. For example: 

 

 In Decision 3-2003 the Board stated “The Board considers the maximum 15% 

increase proposed by the corporation to be reasonable in the circumstances.”18 

 In Decision 2-2007 the Board stated “The Board has used a 15% cap as a guide 

in this instance to mitigate potential rate shock from the point of view of end 

customers.”19 

 In Decision 26-2008 the Board stated “While maintaining the 15% cap on 

adjustments to base rates and the shortfall riders, the Board directs NTPC to apply 

a 20% total cap to the combined impact of adjustments to base rates, shortfall 

riders and stabilization fund riders.”20 

 

Table 4 summarizes rate increases (base rates plus interim rate or shortfall rider) for 

selected communities and rate classes approved by the NWT PUB in the period from 

February 1, 2007 through November 1, 2008. These previously approved rate increases 

are similar or higher than the rate increases requested for the Taltson zone in the current 

application. 

 

Table 4: Rate Increases for Selected Communities from February 1, 2007 to  

November 1, 2008 

 

 
17 Page 2. Evidence of Russ Bell. Dated July 15, 2022. 
18 Page 31. Decision 3-2003 with respect to NTPC’s 2001-02 and 2002-03 Phase II GRA. 
19 Page 3, PUB Decision 2-2007. 
20 Page 32. Decision 26-2008 with respect to NTPC’s 2006-07 and 2007-08 Phase II General Rate 
Application. 

Base Rate

Interim 

Rate Base Rate

Shortfall 

Rider

% 

Increase Base Rate

Shortfall 

Rider

% 

Increase

Dettah ‐ Residential 19.84 2.13 23.07 0.5 7% 25.96 1.15 15%

Dettah ‐ General Service 25.44 2.13 28.88 0.5 7% 32.64 1.15 15%

Fort Resolution ‐ Residential 14.05 2.03 17.33 0.58 11% 19.61 0.98 15%

Fort Resolution ‐ General Service 11.70 2.03 14.96 0.58 13% 16.88 0.98 15%

January 1, 2008 November 1, 2008February 1, 2007
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Table 5 below shows RCC ratios at equal percentage energy rate increase of 3.8% 

targeting the same phase-in revenue increases. As can be seen in Table 5, Taltson zone 

would be at only 81.0% RCC ratio, whereas Snare zone would be over 100% RCC ratio. 

This is compared to the Corporation’s proposal where Taltson zone RCC ratio will be at 

91.6% and other zones will be slightly below 100% RCC ratio. 

 

Table 5: RCC Ratios Comparison at Proposed and Equal Percentage Energy Rate 

Increases 

 
 

As well, due to higher rate increase in Snare zone, the TPSP reference rate would be 

higher by about 1.5% points by the second year as compared to NTPC’s proposal 

translating to higher bill impacts to all TPSP customers.  See Table 6. 

 

In summary, an across-the-board rate increase has the effect of taking costs from the 

lowest rate zone and placing them in rates of other zones, including Snare, which has the 

effect of increasing the base subsidy rate. Across-the-board rate changes perpetuates the 

rate disparity between zones and does not support the rate principle of cost causation. 

Further, the Taltson hydro overhaul will create future rate pressures in the Taltson zone 

and those rate pressures will be exacerbated by failing to set rates in 2022-23 that start to 

address existing rate disparities.  

 



15 
 

Table 6: Thermal Zone Residential TPSP Customer Bill Impacts at Proposed and 

Equal Percentage Energy Rate Increases 

 
 

Q14. With respect to the proposed rate increases, Mr. Bell states “NTPC appears to attempt to 

minimize the concerns by asserting that any reductions by the Board will have no impact 

on customer rates” and “In my view, NTPC’s position appears to be insensitive to the 

responsibilities of the Board to protect the public interest.”21 Does NTPC agree with Mr. 

Bell’s findings? 

 

A14. The Corporation’s statement in the June 20, 2022 submission quoted by Mr. Bell states 

“Should NTPC’s full applied for revenue requirement not be approved, that will not impact 

its rate proposals but rather will reduce the extent of the shortfall” (emphasis added). Were 

the Corporation to seek to recover its full revenue requirement, the requested rates would 

be substantially higher than those proposed in the Application. It is because the 

Corporation is sensitive to concerns about customer rate increases that it has proposed 

to phase in rates over time and as a result incur substantial shortfalls.  

 

Mr. Bell's findings also appear to substantially ignore the Corporation’s response to 

BR.NTPC-1, which notes in part: 

 

1. To be clear, NTPC is requesting the Board fix the fair return on equity at 8% based 

on, among others, the industry benchmarks, and in accordance with the 

requirement under the PUA section 50(1). NTPC understands that it will likely fail 

to realize that fair rate of return, given the shortfalls proposed, but continues to 

support the proposed approach, with the full support of its shareholder, in these 

particular circumstances. 

 

2. NTPC is concerned that the deficits for Taltson and Norman Wells in particular are 

being deferred to an excessive degree. The PU Act does not permit NTPC to 

charge unduly preferential rates (section 48), and the Corporation is concerned 

 
21 Page 3. Evidence of Russ Bell. Dated July 15, 2022. 
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that it may become difficult to meet this test after many years of rates from these 

communities failing to recover their full costs (and these communities being 

subsidized by customers in the Snare and Thermal Zones) unless progress on 

differential rates is made in the near term. 

Government Rate Policy  
 

Q15. The SAES submission states “government general service rates in Behchokǫ̀ increased 

dramatically after 2017, by over 24% and that this contradicts the GNWT Electricity Rate 

Policy Direction which indicates a maximum allowable rate increase of 3% per year.”22 

Does NTPC agree the SAES statement is correct? 

 

A15. No. The SAES submission appears to contain substantial calculation errors and materially 

misunderstands or misrepresents the relevant government directive.  
 

First, the SAES witnesses appear to revise their calculation of the 24% increase in 

response to SAES.NTPC-2(d) to 10.74% without explanation for the source of the error 

they seem to acknowledge. They provide the calculation of the 10.74% as follows: 

 

Rates for Behchokǫ̀ Government General Service in 2017 - 39.47 cents/kWh 
Rates for Behchokǫ̀ Government General Service in 2022 - 43.71 cents/kWh 
Difference between the two rates -        4.24 cents/kWh 
Percent change           10.74%23 

 

The SAES witnesses appear to characterize this increase as taking place in one year with 

their statement that “This remains greater than the directive designated increase of only 

3% in one year.”24 (emphasis added). 

In fact, those increases did not arise in one year, but instead took place over the course 

of several years. During the Corporation’s 2016-19 GRA the PUB approved a series of 

interim rate increases that were ultimately approved as final in Decision 8-2018. Table 7 

summarizes the changes over time with reference to each Board Decision approving the 

rate changes. 

  

 
22 Page 25, SAES submission dated July 15, 2022.  
23 SAES.NTPC-2(d) 
24 SAES.NTPC-2 (d). 
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Table 7: Behchokǫ̀ Government General Service Rate Changes 

Behchokǫ̀ Government General Service 
Rates  

PUB 
Decision 

   
April 1, 2015 Base Rate (cents/kWh) 39.47 8-2015 
   
August 1, 2016 Base Rate (cents/kWh) 39.47 12-2016 
August 1, 2016 Interim Rate Rider 4.8%  
August 1, 2016 Total Rate (cents/kWh) 41.36  
   
Percentage increase over prior year 4.8%  
   
April 1, 2017 Base Rate (cents/kWh) 39.47  
April 1, 2017 Interim Rate Rider 
(cents/kWh) 3.54  
April 1, 2017 Total Rate (cents/kWh) 43.01 4-2017 
   
Percentage increase over prior year 4.0%  
   
June 1, 2018 Base Rate (cents/kWh) 43.71 8-2018 
   
Percentage increase over prior year 1.6%  
   

 

The SAES witnesses also appear to misunderstand the meaning of the GNWT Directive. 

Directive 5 from the February 2017 GNWT Directive states: 

“3% Rate Rebalancing for Government customers  

To allow a gradual transition to rates that are not within the range of reasonableness for 

revenue to cost ratios by customer class and by zone, any rate impacts to Government 

customers arising from the realignment of rates between zones and customer classes 

should not exceed three percent per year.” (emphasis added). 

To be clear, this directive does not say that rate impacts for government customers are 

capped at 3% in absolute terms, only that the portion of rate impacts intended to realign 

rates between zones and customers classes cannot exceed 3%.  

This approach was clearly articulated in section 3.2 of NTPC’s 2016-19 Phase II GRA that 

stated: 

“The Corporation has developed its proposed rates for 2017-18 and 2018-19 based on 

the following criteria and objectives: 
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1. Rates must be set to recover the target 2018-19 revenues. The proposed 

revenue to be recovered from electricity rates is $111.838 million in 2018-19. The 

proposed rates are currently targeted to recover the same total Corporate-wide 

revenue as equal 4% increases each year to all customers to facilitate 

comparisons of the effect of the proposed rebalancing on each rate class. This 

results in a shortfall from the proposed 2018-19 Revenue Requirement of 

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

proposed rates to fully recover the approved 2018-19 Revenue Requirement as 

part of its compliance filing following a Board Decision. 

2. Target proposed RCC ratios for each zone and customer class. NTPC’s rate 

design proposal was developed to make progress toward the zone and class RCC 

ratio targets contained in the 2017 Policy Direction and described in Section 3.1. 

3. Cap rate increases due to rebalancing: Consistent with 2017 Policy Direction, 

the Corporation’s rate proposal limits rate increases due to rebalancing (over and 

above the average Revenue Requirement related rate increase) to no more than 

1% for Non-Government customers and 3% for Government customers. This 

results in total rate caps of 5% for Non-Government customers and 7% for 

Government customers. 

4. Focus rate adjustments on energy portion of the rate. Consistent with 2017 

Policy Direction the Corporation is not proposing changes to the existing customer 

and demand charges in this application. 

In applying these rate design criteria the Corporation used the following approach: 

1. Where the 4% average rate increase resulted 1 in RCC ratios within the target 

ranges in 2018/19, those customer classes received the average rate increase.  

2. Where the 4% average rate increase resulted in RCC ratios below the target 

ranges, those customer classes received higher than average rate increases, 

subject to the rate caps on total rate increases of 5% to Non-Government 

customers and 7% to Government customers. 

3. Where the 4% average rate increase resulted in RCC ratios above the target 

ranges, those customer classes received lower than average rate increases or rate 

decreases to prevent them from exceeding the target RCC ratios.”25 

 
25 Pages 3-3 and 3-4. NTPC General Rate Application 2016/19 Phase II dated March 2017.  
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In its 2018 compliance filing, the Corporation provided a table in response to a Board 

Directive26 that showed the breakdown between the portion of the rate increase 

attributable to overall revenue requirement increases (column H) and the portion of the 

rate increase attributable to rate realignment (column I). The directive response is 

provided as Attachment 1 

Finally, the SAES submission appears to ignore or misunderstand the text of the 

government directive that indicates the cap on rate increases is per year.  

In summary, the SAES submission: 

1. Materially miscalculates or misrepresents the Behchokǫ̀ government general 

service rate changes over time. SAES appears to acknowledge part of this error in 

the response to SAES.NTPC-2(d). 

2. Misunderstands or misinterprets the government directive in that the 3% cap 

applies to portion of the rate increase related to realignment, and is not intended 

as a cap on rate increases in absolute terms. 

3. Ignores the text in the directive that the 3% cap applies per year.  

Taltson Wholesale Rates and Common Cost Allocation 

 

Q16. The SAES submission provides some high level analysis of the reasonableness of the 

Taltson Wholesale rate and concludes the calculation used by NTPC to determine the 

wholesale rate for Hay River as presented in SAES.NTPC-6 is questionable.27 Does NTPC 

agree with the SAES conclusion?  

 

A16. No. The Corporation’s 2018-19 cost of service study was thoroughly reviewed by the PUB 

and other intervenors in the 2016-19 GRA. The Corporation’s response to SAES.NTPC-6 

was a high-level explanation of some of the key differences in NTPC’s costs to serve the 

Taltson zone wholesale customer NUL-NWT and Taltson zone retail customers in Fort 

Smith and Fort Resolution, in particular that NTPC does not provide distribution or back-

up diesel generation services to NUL-NWT. The response to SAES.NTPC-6 does not 

attempt to summarize or revisit the thorough examination of the Corporation’s cost of 

service study methods that took place in the 2016-19 Phase II GRA. The SAES 

submission appears to entirely ignore the fact that the Corporation’s 2018-19 Cost of 

Service Study (COSS) was reviewed in detail by the PUB and other intervenors through 

 
26 Response to directive 3. 2016/19 General Rate Application – Phase II Compliance Filing dated March 
16, 2018. 
27 Pages 26 -27, SAES submission dated July 15, 2022. 
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a written process and an oral hearing. The PUB ultimately approved the rates flowing from 

the Phase I 2016-19 GRA in Decision 8-2018. 

 

With respect to the allocation of common costs, the NWT Electricity Review Team’s final 

report to the Minister examined this issue in detail and noted: 

 

“Since this is one category of costs which gets a lot of attention through the public 

hearing and evidentiary portion of a rate application and it is an area that causes most 

anguish between communities served by NTPC, we felt it required a more thorough 

examination. We also wanted to see if there was a simpler and understandable 

method that could be used or employed to generate a fair reallocation...” 28 

 

After reviewing the issue in detail, the Review Team made the following recommendation:  

 

We believe that it is important that given the size of the customer base, and the 

legacy assets used for the benefit by the grid-hydro communities, that a more fair, 

transparent, understandable and just approach to the allocation of headquarters’ costs 

should be developed. In our view, the preferred approach is to allocate head office 

costs on the basis of total kilowatts generated and transmitted by the utility and 

used by all consumers throughout all communities. A simple methodology should be 

used.29 

 

The GNWT’s May 2010 response to the Review Report accepted this recommendation 

and noted: 

 

“The Electricity Review Team recommended that headquarter and general operational 

costs be allocated based on territory-wide electricity sales. The GNWT agrees with this 

recommendation.  

 

The establishment of rate zones simplifies the current complexity and reduces the 

community versus community acrimony that can arise during rate hearings when 

allocating costs directly to individual communities. Allocating costs based on territory-wide 

electricity sales takes this a step further.” 30 

 

 
28 Page 123. Creating a brighter future: a review of electricity regulation, rates and subsidy programs in 
the Northwest Territories. September, 2009. 
29 Page 124. Creating a brighter future: a review of electricity regulation, rates and subsidy programs in 
the Northwest Territories. September, 2009. 
30 Page 11. Efficient, Affordable and Equitable: Creating a Brighter Future for the Northwest Territories’ 
Electricity System. May, 2010. 



21 
 

This direction was reflected in the February 2011 Electricity Rate Policy Guidelines. 

Accuracy of Sales Forecasts 
 

Q17. The SAES submission states the 2018-19 sales forecast was inflated and that this puts in 

doubt the accuracy of the cost of service analysis.31 Does NTPC agree with this 

assessment?  

 

A17. No, NTPC does not agree with this statement. In particular, the SAES submission states 

“To determine the percentage of the cost of service that each customer category is 

generating, NTPC used a sales forecast from 2018/19, Schedule 2.5, NTPC GRA 

2016/19. Total non government residential sales forecast was 9,147,000 Kwh. This was 

an inflated number as evidenced by the actual sales (Schedule 2.2.1 of NTPC GRA 

2022/23) of 8,362,000 Kwh. Over estimations also occur in the rest of the rate classes. 

This puts in doubt the accuracy of the cost of service analysis.” 

 

It is noted that NTPC did not complete a cost of service study for this GRA as explained 

in the response to SAES.NTPC-3(b). Further, the SAES submission misunderstands cost 

of service study methodology, which comprises multiple steps of cost functionalization, 

classification and allocation to customer classes. Sales forecast is only one of the 

parameters used in the cost allocation in the cost of service study. 

A cost of service study is performed for a given test year where all cost and revenue 

information belong to the same test year on a prospective basis. Accordingly, any 

difference between forecast and actual sales figures for a test year, which is normal and 

expected, cannot impact the accuracy of a cost of service analysis.  

The 2018-19 cost of service study was prepared based on the methodology previously 

reviewed by the Board, and the study was approved by the Board in Decision 8-2018. 

Further, the SAES submission claims that forecast sales were inflated based on 

comparison of only one subset of customer class in only one community – non-

government residential sales in Fort Smith. However, the proper comparison of the sales 

forecast to the actuals in Taltson zone shows that the difference in sales only ranged 

between 3.5% to 7.0% (excluding streetlights, which were significantly lower due to LED 

lights conversion). The sales forecast difference at a zone level was only 0.3% as shown 

in Table 8 below. 

 

 
31 Page 25, SAES submission dated July 15, 2022. 
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Table 8: Actual and Forecast Taltson Zone Sales (MWh) 

 
 

Operational Time for Taltson Hydro 
 

Q18. The SAES submission states the available operational time for Taltson Hydro in a normal 

operating year should be greater than 95%.32 Does NTPC agree with this statement?  

 

A18. No. The response to SAES.NTPC-10 (d) provided a high level estimate of availability of 

generation on the Taltson System. The GRA assumes a 2.5 to 3 week outage of the 

hydroelectric system will be required consistent with the planned projects and normal 

maintenance needs. The response to SAES.NTPC-10 (d) also noted the availability of 

surplus generation varies throughout the year, from approximately 3 MW at peak times 

but as much as 10 MW at lower load times. NTPC continues to offer interruptible heat 

service to market excess generation capacity on the Taltson system. These sales have 

averaged approximately 3 GWh annually (refer to Schedule 2.1.2 of the Application). 

Filing of Forecasts 
 

Q19. Mr. Bell recommends that the Board direct NTPC to file detailed copies of its operating 

and capital budgets with the Board each year. Does NTPC agree with this 

recommendation?  

 

A19. The Corporation already files substantial information with the Public Utilities Board on an 

annual basis, including: 

 

 Annual reports of finances that compare actual sales, revenues and expenses with 

GRA test year forecasts (where applicable) and prior year actuals. The Corporation 

provides variance explanations for expenses consistent with practices established 

by the PUB. 

 Capital project budgets showing detailed capital spending forecasts by project.  

 

 
32 Page 27, SAES submission dated July 15, 2022.  
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Mr. Bell appears to understand this but maintains his recommendation that for years with no test 

year forecast, NTPC should provide an internal budget forecast that was prepared for the 

particular year, as a proxy for an approved forecast in a test period.33  

 

NTPC does not typically prepare operating budgets in non-test years to the same level of detail 

as for GRA test years. Mr. Bell’s recommendation would essentially require NTPC to incur 

additional expenses that have not been included in current test year forecasts.   

 

Further, NTPC notes the format for the annual report of finance are consistent with section 4.3.2 

of the Standardized System of Accounts and General Rate Application Minimum Filing 

Requirements (SSA/MFR) approved by the PUB in Decision 13-2014 which states “The Report 

of Finances and Operations is to include variance explanations for GRA forecast versus actual 

where applicable and current year actual versus prior year actual for non test years.” The 

SSA/MFRs are reviewed are regular intervals, with the last review being completed in 2019 and 

resulting in Board Decision 9-2019. In NTPC’s view potential changes as suggested by Mr. Bell 

are best addressed in the next SSA/MFR review.  

Renewable Energy 

 
Q20. The Public Utilities Board asked an information request of SAES on increasing the existing 

20% cap on renewable energy generation. Does NTPC have any perspectives on this 

topic?  

 

A20. Yes. The Corporation notes the existing cap was approved in Decision 1-2014 where the 

Board stated: 

 

“The Board accepts TGC's submission that the capacity limit for Thermal communities 

should be in reference to 20% of the average power load for the community, not 20% of 

average annual peak load, as the former would be consistent with the GNWT Solar Energy 

Strategy paper. The Board also notes NTPC's submission that its cap proposal is based 

on conducting system simulations. 

 

Based on NTPC's evidence, the Board approves a program capacity limit for intermittent 

renewable generation in each isolated community within the Thermal Zones based on 

20% of the annual average demand of the community. 

 

The Board has considered NTPC's proposal that it would review the energy cap on an 

ongoing basis in each community and if further intermittent renewable self-generation 

 
33 NTPC.HR/FS-1 
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beyond the cap was desired, it could be considered having regard to performance and 

safety of the system. The Board concludes this a reasonable approach which provides a 

degree of flexibility in relation to capacity limits. Accordingly, the Board accepts that the 

capacity limits in the Thermal communities may be increased on a community by 

community basis, having regard to the performance and safety of the system.”34 

 

There remains available capacity for intermittent renewable generation in most 

communities served by NTPC. Further, NTPC remains open to evaluating installations 

beyond the 20% capacity threshold on a case by case basis. 

 

Conclusion 

 

Q21. Does this complete the Corporation’s evidence?  

A21. Yes.  

 
34 Page 19, Decision 1-2014.  


