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Abbreviations and Definitions

Abbreviations

“NCPC" or "the Commission"”
“NCPC Act"

"NEB" or “the Board"

“B.C. Hydro"

ey

KW

MW"

“kW.h"

“MW.h"

Definitions

“6 and 5" restraint program
“federal regulatory agency”

“the territorial Boards" or “the Boards"

“the North" and “north of 60°"
“Coincident Peak Demand Method"

“Non-coincident Peak Demand"

“Equalized Rates" (as referred to by NCPC)

“Hydro Entitlement” (or as Referred to by
NCPC, "Hydro Allotment”)

“"Hydrc Stabilizatloq Fund"

Northern Canada Power Commission
Northern Canada Power Commission Act
National Energy Board

British Columbia Hydro and Power Authority
kilovolt

kilowatt

megawatt (1 000 kW)

kitowatt hour

inegawatt hour

Administered Prices Guidelines

the single federal regulatory agency
proposed to regulate NCPC

The Yukon Electrical Public Utilities Board and the
Public Utilities Board of the Northwest Territories

the Yukon Territory and the Northwest Territories

Allocation of the demand component costs to custom-
ers groups in accordance with the demand of each
customer group at the time of system peak.

Allocaticn of the demand component costs to custom-
er groups in accordance with each individual group's

demand irrespective of the group's demand at time of
system peak.

All customers of the same class in a territory are
charged identical rates.

In areas served by hydro generation augmented when
necessary by diesel generation, the entitiement or
hydro allotment establishes the maximum level of
consumption for a customer to which the blended
hydro rate will apply. Any consumption by the custom-
er in excess of that level will be charged a so called
higher diesel rate.

In hydroelectric systems, a reserve fund is established
by collecting in high-water years revenue from cus-
tomers which exceeds the cost of providing service.
This provides a cushion or financial reserve to be
drawn down in low-water years thereby providing
more stable rates from year to year.




“Life-Line Rate"

“Rate Rationalization”

“Test Year”

(vi)

The life-line rate structure prices the first block of
energy consumption at some “affordable” rate and is
of a size that approximates the energy requirements
“essential” to basic huma', needs.

Rationalization of Rates as was described by a wit-
ness for NCPC in the following excerpt from the tran-
script of 20 June 1983, Page 1551, “Rationalized rate
structure is the terminology applied by the
Commission, primarily in the Northwest Territories
rate 2one, wherein the present multiplicity of rate
structures applicable to each specific community or
area serviced would be gradually eliminated in favour
of a smaller number of common rate structures ap-
plicable to specific communities and/or rate zones in
the NWT, taking into consideration the type of genera-
tion available for supply.”

A period of twelve consecutive months that is repre-
sentative of the period when the new rates would
probably be in effect.



Chapter 1

Introduction

This report has been prepared in response to a re-
quest made by the Honourable John Munro, Minister
of Indian and Northern Affairs, to the Honourable Jean
Chrétien, Minister of Energy, Mines and Resources,
wherein he sought the assistance of the National
Energy Board to provide him with advice on rate mat-
ters pertaining to the Northern Canada Power
Commission,

In his letter dated 4 January 1883, Mr. Munro ex-
plained that, as the Minister responsible for the North-
ern Canada Power Commission, he wishes to receive
advice in preparing a response to recommendations
pertaining to NCPC which were contained in the
report “Electrical Power North of 60°" known as the
Penner Report. This report, dated April 1982, was pre-
pared following an inquiry by a Sub-Committee of the
Standing Committee of the House of Coramons on
Indian Affairs and Northern Development.

Mr. Munro commented on his need for aavice on
the adequacy of the concepts and methods used by
the Commission to determine its rates. The following
is a quote from his letter:

“| would like the NEB to review and advise me
on the determination of the cost of service, rate
design, general principles of rate making and
the method of regulation of NCPC. The Board
could also study and report on whether any
changes are needed in the NCPC Act relating to
rates. My overall purpose is to seek an equitable
solution to the dilemma of public accountability
of NCPC on the one hand and the financial re-
sponsibility of the federal government on the
other.”

In order to gain the necessary insight into the
issues raised by Mr. Munro, the Board held an inquiry
in accordance with subsection 22(2) of the National
Energy Board Act. Interested parties were invited to
participate therein, as set out in Board Order No.
EHR-1-83 (see Appendix 1).

The Chairman of NCPC, Mr. James Smith, identi-

_fied in his evidence the objectives which he hoped

would be attained as a consequence of the inquiry. He
outlined the following problems:

(1) the lack of provision for public accountability in
the current regulatory process governing NCPC;

(2) the need to provide NCPC with a more solid tinan-
cial base and to provide for its financia! stability in
the near and long term;

(3) the issue of rate rationalization as it applies in the
Northwest Territories and the Yukon Territory;

(4) the need for a review of the financing of plant addi-
tions to facilitate the rational planning and the
economic sizing of generation and transmission
facilities without the imposition of an unreasonable
burden on current customers; and

(5)the need for immediate action to implement
recommendations on the foregoing.

In clarifying the objectives of the inquiry, the
Board indicated in its opening statement that it did
not intend to determine the revenue requirements nor
the exact rates to be charged by NCPC but rather that
it intended to deal with policies and principles that
should be adopted in relation to NCPC in order to
meet the requirements of public accountability and
financial responsibility to the federal government.

The inquiry commenced on 6 June 1983, sitting
for four days during that week in Whitehorse, Yukon
Territory. During the following five weeks the Board
travelled throughout the Northwest Territories, holding
sittings in Yellowknife, Fort Smith, Inuvik, Frobisher
Bay, Pangnirtung, Rankin Inlet, Baker Lake and Cam-
bridge Bay. The inquiry concluded in Yellowknife on
13 July. Oral evidence and written submissions were
received from a variety of interested parties, including
the territorial governments, municipalities, electric
utilities, mining companies, business communities,
public interest groups and individuals.




Chapter 2

Background

2.1 History of Northern Canada Power
Commission

The Northwest Territories Power Commission was
created as an agency of the government of Canada in
1948 to operate a single hydro electric plant on the
Snare River near Yellowknife, Northwest Territories. In
1956 the name of the organization was changed to
Northern Canada Power Commission. NCPC gradually
took over the operation of generating facilities built by
others, and undertook the construction and operation
of electrical utility systems at various additional sites.
Now, NCPC owns and operates facilities at some 60
locations throughout the Yukon and Northwest Territo-
ries in a service area which covers all Canadian terri-
tory north of the 60th paraliel , except in Quebec and
Labrador, and includes numerous communities
separated by vast distances. NCPC's only operation
outside of the territories is in Yoho National Park,
where [t supplies electricity to the community of Field,
British Columbia.

NCPC's facilities include hydroelectric and
diesel generation plants, five transmission systems
and numerous isolated electrical distribution
systems. Many of the tacilities were originally installed
by other agencies to serve their particular needs and
were transferred to NCPC over the years. Some facili-
ties have been developed to serve isolated mining op-
erations and the associated communities so that a
single customer may utilize a large portion of a power
station's output. In such locations the economics of
the utility service is thus heavily dependent on the
business of one customer.

While NCPC distributes electricity to the ultimate
consumer in most localities, it supplies power whole-
sale to two investor-owned companies, The Yukon
Electrical Company Limited and ICG Utilities
(Plains-Western) Ltd. for distribution in parts of the
Yukon Territory and the Northwest Territories
respectively. In addition NCPC supplies water, heat
and sewage collection services in Inuvik, provides
wholesale heat supply in Frobisher Bay and makes
residual heat available in various other locations. It
also provides other minor services under contract.

2.2 Northern Canada Power Commission
Act ’

The NCPC Act, as amended, established the utility as

a Crown corporation which is empowered to supply

electric power and other public utilities in northern

Canada. NCPC is accountable to Parliament through

the Minister of Indian and Northern Affairs. The Act

does not preclude other private corporations and
other government agencies from supplying power to
communities north of 60°.

The Commission consists of a chairman and four
members, all of whom are appointed by the Governor
in Council and hold office during pleasure. Two of
these members are appointed, one each, on the
recommendation of the Commissioner in Council of
the Northwest Territories and of the Yukon Territory.

Under the terms of its enabling legislation, NCPC
as an agent of Her Majesty may acquire and maintain
plants within the Northwest Territories and the Yukon
Territory and, with the approval of the Governor in
Council, elsewhere in Canada subject to the laws of
the province in which the powers are exercised.

Subject to the approval of the Governor in
Council, NCPC is required to set ranges of rates for its
services applicable to each zone in which it operates;
the Yukon and Northwest Territories being separate
rate zones. Such rates are required to recover not less
than the estimated cost of supplying the public utility
service in the rate zone. These costs must include all
operating, maintenance and administration costs as
well as payments of interest and principal in respect
of loans, and a provision for contingencies currently
set by Order in Council at four percent of annual sales.

The Minister of Finance may authorize payment
to NCPC of $50,000 from the Consolidated Revenue
Fund for the purpose of funding investigations of new
electrical generation projects. If a project is
constructed, the cost of such investigation is charged
to the capital cost of the facility. If a project does not
proceed, the cost of the initial investigation is written
off as a budgetary charge of the federal government.

Loans to the Commission for capital expenditures
may be authorized by the Minister of Finance, on
terms and conditions approved by the Governor in
Council, from Parliamentary appropriations provided
specifically for that purpose. In addition, with the ap-
proval of the Governor in Council and on terms and
conditions approved by him, the Minister of Finance
may authorize loans of up to one million dollars at a
time out of the Consolidated Revenue Fund, such
loans being submitted to Parliament for approval in
the estimates of the following fiscal year.

All accounts of NCPC are subject to the audit of
the Auditor General of Canada.

2.3 Operations
NCPC is an unusual electric utility in that it is com-
prised of over 50 separate power systems serving




populations of some 22 000 located in an area of
482 515 square kilometres® in the Yukon Territory
and 48 000 located in an area of 3 379 684 square
kilometres® in the Northwest Tersitories. The twc
major communities are the cities of Whitehorse and
Yellowknife. There is some concentration of nonula-
tion in the southern Yukon and along the Mackenzie
River Valley in the Northwest Territories, but most
other communities are small and scattered. The total
load is about 250 MW and the separate power sys-
tems have generating capacities ranging from 80 MW
in the Whitehorse area to 61 kW at Jean Marie River
in the Northwest Territories. Each of these power sys-
tems must be planned and operated independently.

Hydro generation exists in Mayo and in the
Whitehorse-Aishihik-Faro area, both in the southern
Yukon, and in the Great Slave Lake region in the
Northwest Territories. Diesel generators are used in
all other locations. The larger systems having hydro-
electric plants and diesel systems in regional centres
have full-time staff but many of the smaller stations
are operated by local part-time operators. The skilled
linemen, maintenance men and operators at the re-
gional centres travel to the smaller plants as required
to supplement the work of local part-time operators.
For major maintenance of machinery and equipment
this staff is supplemented when necessary by repre-
sentatives of the manufacturers.

in the larger diesel plants the staff have the
necessary skills to run two or more generators in
parallel but in the smaller plants only one generator is
used at any one time. For the best fuel economy a
larger unit is used to supply loads in the winter, while
a smaller unit is used to meet summer loads. In this
way the diesel engines can be run closer to full load,
the most efficient level, at all times. Additional diesel
capacity is installed to provide a reserve in case of
breakdown and during routine maintenance. Regular
maintenance schedules are planned on the basis of
the number of hours the units have run. This situation
leads to a wide variation from year to year in mainte-
nance work and the associated cost at each station.

The criterion used for determining the size of a
new unit to add capacity at a diesel station is the fore-
cast of load growth for the next five years, thereby
leading to fewer changes and greater economy in the
long run. Because electricity is a life necessity in the
North each plant is planned to provide electricity for

*Land plus fresh water.

at least 99 percent of the time. In addition, a gas tur-
bine powered generator is held as spare in Edmonton
and can be flown by Hercules airctalt to any station in
an emergency. Reserve levels are much higher than
in southern electric utilities but this situation is una-
voidablc given the isaiation ui ihe siaiions irom eacn
other, the operating difficulties with some semi-skilled
staff and the need to provide secure service.

2.4 Territorial Regulation of Electric Utllities
The government of each territory has established an
administrative board to regulate the activities of
electrical utilities in the territory. The Yukon Electncal
Public Utilities Board and the Public Utilities Board of
the Northwest Territories are similar in organization,
jurisdiction, and powers.

Under the respective ordinances, an electric utili-
ty must obtain a franchise from a municipality or from
the Commissioner of the Territory, which franchises
cannot be granted, renewed, or altered without the ap-
proval of the territorial Boards. Complaints from the
Commissioner, a mun.cipality, or from a specified
number of residents of a service area concerning the
rates charged by the utility or a proposed increase in
those rates, the service provided by the utility, or the
areas to which the utility provides service, are adju-
dicated by the Boards. The Boards are empowered to
determine the rates to be charged, the conditions and
manner in which the utility supplies electricity, and to
order any reasonable extension of the facilities of the
utility.

The Boards must conduct public hearings in the
exercise of their powers, with the exception of the ap-
proval of franchises by the Yukon Board. Their deci-
sions are final and binding.

As an agent of the federal government, NCPC is
not legally subject to regulation by the territorial
Boards. In an attempt to address concerns regarding
the lack of accountability to its customers, NCPC has
since 1976 voluntarily submitted its proposed rate in-
creases to the Boards. The experience has not proven
ehtirely satisfactory, since NCPC has declined to
implement certain recommendations of the Boards on
the grounds that to do so would entail a conflict with
NCPC's governing legislation. Also, NCPC has been
criticized by the Auditor General for subjecting itself
to such a review.



Viiscellaneous Opeiations

3.1 Corporate Structure of Northern
Canada Power Commission

Several submissions addressed the question of the
type of utility corporation and management which
might best supply power to the North in the future.
Some witnesses emphasized the benefits of estab-
lishing separate utility companies for each of the
Yukon and Northwest Territories to maximize the op-
portunity for local input and management. Others felt
that it might 1ot be appropriate to have two smaller
utilities in which management would still be separated
by great distances from many customers.

Some 108 of over 350 NCPC employees work in '

the head office performing the central management,
planning, operating and administrative functions
which are required in an electric utility company. If
NCPC were split into two separate companies with in-
dependent management and operations, it is the
asessment of the Board that many functions would
have to be duplicated with a resulting increase in
costs of personnel and material.

The operation of an electric utility such as NCPC
requires the expenditure of large sums of money for
capital projects and operating expenses, including
diesel fuel for electrical generation. Because of the
higher costs in the North, the Board assumes that
governments would wish to continue subsidies in
order to keep NCPC's charges to its custoiners for
electricity at a reasonable level. The territorial govern-
ments have limited funds available other than from
the federal treasury. Therefore the Board, being of the
opinion that the ownership of the utility must reside
with the political entity which has financial
responsibility, recommends that NCPC continue to
operate as a single entity owned by the federal
government. The matter of dividing NCPC into two or
more corporations could be re-examined at some
time in the future when the level of territorial financial
independence has been increased.

3.1.1 Type of Crown Corporation

The establishment of NCPC as a Schedule C Crown
Corporation under the Financial Administration Act
was appropriate in the zarly years of its operations
when it was & smail government-owned service
agency. In recent years NCPC has become a full-
fledged utility. in addition NCPC has been used as an
instrument of government policy which has resulted
in the management being limited in its freedom to run
the utility efficiently.

NCPC has gradually grown from very small
beginnings in 1948 to an electric utility with over
$200 million in assets serving over 11 000 customers.
The evidence showed that NCPC's management has
been successful in providing utility service with gener-
ally high reliability throughout its service area.
However, the Board believes that NCPC's operations
are now sufficiently complex that in considering
future appointments to the Commission, persons with
expertise in the management of electric utilities
should be sought.

in making its various recommendations regarding
the future rate regulation of NCPC, the Board has
sought to ensure that NCPC operates as a normal

public utility — albeit with subsidies to adjust for the
special situation of nurthern residents.

The Board recommends that a corporate form be
found for NCPC which leaves it as a federal crown
agency but freed of some of the constraints which
now inhibit business-like practices. The management
of NCPC should be given more control over the opera-
tion of the utility so that it can be run as much as possi-
ble like an ordinary business. While recognizing that
some degree of financial accountability to, and control
by, the federal government would still be required,
consideration should be given to allowing NCPC to
borrow commercially.

3.1.2 Staffing

The total work force of NCPC consists of approximate-
ly 350 persons including about 25 part-time
operators. Some 108 of the staff are located at the
head office, with the remainder being spread through-
out the communities served by NCPC.

Witnesses for NCPC stated that its head office
staff is at the minimum level required to deal with
normal basic operations. In general, submittors to the
inquiry expressed little concern regarding the number
of NCPC employees. However, some submittors
noted an apparent lack of human resources in the
field of project planning and development. This func-
tion is currently performed by three senior NCPC em-
ployees with the assistance of outside consultants.
The Commission has also, from time to time, em-
ployed consultants regarding cost of service and rate-
making matters.

The Board considers that the present staff is ade-
quate for day-to-day operations but subject to
economic feasibility, NCPC should consider becom-
ing less dependent on consultants in the performance
of work which is carried out internally in most utilities.




3.1.3 Head Office Location

The head office of NCPC was moved from Ottawa to
Edmonton in 1973. Edmonton has pioved to be an eth-
cient location for administration permitting retatively
easy access to the operating locations of NCPC, to
Ottawa. and to the other business centres of North
Ametica.

The Board is sympathetic to the desire of persons
living north of 60°, as expressed by several
submittors, to have their electric utility head office
located within the territories. However, the head offir.e
would still be in a single location and would be
remote from most communities as is Edmonton. n
addition, NCPC stated that it would be necessary to
continue to have certain functions such as putrchasing
and expediting of supplies performed in Edmonton or
some other southern location.

I seems likely that there will be a growth in num-
bers of staff and in levels of staff qualifications re-
quired by NCPC in the years ahead. If the head office
were moved to a more remote location, NCPC might
have gre:ster ditficulty in recruiting and retaining quali-
tied staff. Higher compensation, including northern
allowances, would be required in the North.

The Board is of the opinion that, wherever the
head office is located, the concerns of northern resi-
dents can be expressed adequately to NCPC through
the regional offices and the territorial representatives
on the Commission. in addition the Boaid feels that
local conceins can be addressed in public hearings
held at various locations in the territories.

The Board recommends that the head office of
NCPC remain in Edmonton.

3.2 Regulation and Public Accountibility
3.2.1 General

Among the issues considered by the Board were the
need for an independent body to regulate NCPC's
rates and the extent to which there should be public
input into the setting of rates. Consideration was
given to whether construction of major projects by
NCPC should also be reviewed and approved by an
independent body.

No submittor challenged the need for regulating
NCPC's operations; however, opinion was divided as
to who should do the regulating. NCPC indicated that
it would be content to be regulated to the extent and
in the manner decided by an appointed regulatory
agency. The governments of both the Yukon and
Northwest Territories advocated that NCPC come
under the complete jurisdiction of the respective ter-
ritorial Public Utility Boards. Local interest groups
took a similar position. Alberta Power Limited on the
other hand suggested a two-tier system of regulation.
Under its proposal, policy issues would be decided by
a federal reguiatory agency; while operational,
tacilities, and rate-making issues would be decided
by the respective territorial Public Utility Board. Anoth-
er proposal, made by two mining companies, was that

NCPC should be regulated solely by 8 federal regula-
tory agency, 8nd they suggested that that agency
should be the National Energy Board

This wide divergence of opinion as to who should
tegulate NCPC clearly indicates that the existing
regulatory process ts not satisfactory DOunng the
gy, the Chairman of NCPC deccrihad snma of tha
problems that the Commission has encountered
under the current process By voluntarily submitting
its rate proposals lor review by the territorial Public
Utility Boards and implementing ceftain of their
suggestions, NCPC found itself in disagreement with
some of its customers. Some of these disagreements
have led to litigation. In addition, NCPC has come
under criticism from the Auditor General for imple-
menting certain rates based on advice raceived from
the Public Utilities Boards, which, in the opinion of the
Auditor General, have put NCPC in conflict with its Act

Having considered all the evidence, and the fact
that the federal government is, and will likely continue
to be, the financial backer of NCPC and the main
provider of subsidies until the territories are more
financially independent, the Board recommends that
the regulation of NCPC, including the approval of
rates and of the public convenience and necessity of
major capital additions, should be assigned to a
single federal regulatory agency. Regulation by a
single regulatory agency will also ensure & uniform
manner of regulating like aspects of NCPC's rate-
setting methodology in both territories.

At present NCPC is required to submit its annual
operating budget for approval by the Minister of
indian and Northern Affairs and by Treasury Board.
The Board considers that its proposal for a federal
regulatory agency to review the revenue requirement
of NCPC should eliminate the necessity of other feder-
al government approvals of the operating budget.

3.2.2 Regulation of Rates

Under the NCPC Act, the Commission is required to
set its own rates, subject to approval of the Governor
in Council. The Commission sets ranges of raies for
each location and obtains Governor in Council ap-
proval for the ranges. The Commission then sets the
actual rates to be charged to each class of customer
within these ranges. From a practical point of view
there is no effective public input into the setting of
rates for any particular location.

The re*2 structure was partly inherited by NCPC
when it took over certain facilities from other
agencies. These rales have been adjusted from time
to time, sometimes by general percentages to cover
increasing costs, at other times to incorporate, at least
partially, suggestions of the territorial Public Utility
Boards, and in some instances to attempt to remove
obvious anomalies. The result is a rather inconsistent
mixture of rates in various parts of the areas served.

To alleviate these problems, and to promote the
efficiency of the regulatory process, the Board recom-
mends that a duly appointed federal regulatory




agency be given complete and final authority in estab-
lishing NCPC's annual revenue requirements for a
given period, and in determining the cost-based rates
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of electric power rates should be accomplished out-
side the regulatory process and, as a question of
public policy, must be decided at the political level.
Under the above arrangement, NCPC would be
required to submit its rate proposals in the form of an

application to the regulatory agency. Upon completion
of its review and analysis of the submission, the

regulatory agency would approve a revenue require-
ment for NCPC, and the cost-based rates. The deci-
sions of the regulatory agency would be binding upon
NCPC and would not be subject to ministerial
override. The decisions should be open to appeal to
the courts only on questions of law.

To ensure that all interested parties, including the
territorial governments or their respective Public Utili-
ty Boards, are given the opportunity to express their
views on the rate application to the federal regulatory
agency, the Board recommends that public rate hear-
ings be held in each territorial capital. Consideration
should also be given to holding public hearings in
other locations throughout the territories, wherever
warranted by public interest.

The rates thus established would no doubt in
many cases be more than the customers can afford to
pay. The federal government would determine the
amount of, and the method of providing subsidies to
the various classes of customer in order to adjust,
where needed, the billings to the customers to more
acceptable levels. In establishing such subsidies the
federal government may wish to receive input from
the territorial governments or their Public Utility
Boards.

3.2.3 Capital Expenditures

3.2.3.1 Planning of Major Projects

NCPC conducts regular reviews of its system to plan
for the necessary refurbishment or replacement of
equipmeni and the occasional addition of new or ex-
panded facilities.

The NCPC Act contains a provision in Section
14(1) which authorizes the Minister of Finance to pay
NCPC $50,000 to fund the investigation of projects.
This arrangement has proved to be inadequate as it
does not provide sufficient funds to allow NCPC to
carry out pre-feasibility studies on potential hydro-
electric generation sites in the territories. The Gover-
nor in Council recognized the shortcomings of this
provision in granting NCPC $3,150,000 for such stud-
jes in the Yukon Territory. NCPC has requested fund-
ing to conduct similar studies in the Northwest
Territories. If any of the sites being investigated are
developed, the funds provided become repayable
with accrued interest to Canada.

The Board recommends that different arrange-
ments be made for the funding of major studies in the
future. Such studies should be financed by way of pro-
visions included in the cost of service approved by

the regulatory agency, or, in the case of large
expenditures, by funding from the federal treasury,
upon the recommendation of the regulatory agency.
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develop, the Board recommends that NCPC be re-
quired to submit an application to the regulatory
agency which would consider all aspects of the appli-
cation and make its recommendation to the Governor
in Council. Existing jurisdiction by various other agen-
cies over aspects of the development of power gener-
ation and transmission facilities would continue as
presently in effect. ‘

From time to time companies other than NCPC
have built electric power projects in the North. It is evi-
dent to the Board that building a plant sufficient to
meet the needs of a particular project or company
might have the effect of postponing, perhaps
indeinitely, facilities that might serve more effectively
both the project itself and other customers. While the
Board has no specific recommendations to make on
this matter, it appears that an ongoing review of all
electric energy projects north of 60° by a senior ad-
visory coordinating body would be desirable.

3.2.3.2 Funding of Major Projects

At present NCPC is required, once new facilities
come into service, to begin full payments of interest
and principal as established in the loan agreement,
with the first annual instaiment falling due on the next
following 31 March. Under the terms of the NCPC Act
this means NCPC has to recover these amounts in full
through its rates.

NCPC explained that the inflexibility in the debt
repayment terms has had two major consequences.
First, it has hampered construction of the most eco-
nomically sized facility for the long term, since present
customers would have to pay for the unused capacity
that was installed to meet expected future growth in
demand. Second, when a large customer for whom
generation is installed takes less than the expected
amount of energy, the rates to all customers must be
increased. It was felt by some submittors that the
federal government should cover the financial risks in
these circumstances.

Spokesmen for NCPC proposed that there should
be some arrangement permitting the forgiveness of
the interest and deferment of repayment of the princi-
pal on that part of the capital representing the portion
of the facilities that are not utilized.

The Board accepts the desirability of cancelling
or deferring capital charges in some instances, and
recommends that there be an agreement between
NCPC and the federal government guaranteeing
financial arrangements to allow hydroelectric projects
which are economical in the long term to be devel-
oped without risk to northein residents. To control
such deferrals, the Board also recommends that the
proposed federal regulatory agency consider such
financial provisions at the project approval stage and
make its recommendation to the Governor in Council.




This proposal should also cover the funding of in-
terconnactions with provincial or Alaskan power
systems, whether they be built by NCPC or jointly with
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3.3 Non-electric Utility Operations, Waste
Heat, end Electrical Operations in Field,
British Columbla

3.3.1 Non-electric Utiiity Operations — Inuvik

in nuvik, NCPC distributes steam heat and provides
water service and sewage collection service through
an insulated above-ground piping system known as a
“utidor". The utilidor system was constructed by the
tederal government when inuvik was established in
1958 and was subsequently turned over to NCPC to
own and operate.

Evidence was given that NCPC is finding it diffi-
cult to deliver heating services at prices which are
economically attractive to the customers. Some non-
government customers have installed their own oil
heating systems and as these customers have
stopped purchasing heat, the rates to the remaining
customers have risen since costs are spread among
fewer customers. The reduced demand for heat could
also affect the provision of water and sewage
services.

Evidence was also given that the utilidor system
at Inuvik, now 25 years old, will require extensive
refurbishment in the near future. NCPC stated it had
done a minimum of repairs on the utilidors due to lack
of funds and that the cost of a major refurbishment
would have a severe impact on the future financing of
NCPC.

The evidence showed that non-electric services
are provided at many locations north of 60° by other
agencies.

In view of the substantial financing which will be
required to refurbish the utilidor system and since the
provision of non-electric utility services creates anom-
alies in NCPC's basic electric power business, the
Board recommends that the non-electric utility busi-
ness of NCPC at Inuvik be transferred to another
agency.

3.3.2 Waste Heat

The evidence showed that, as fuel prices have risen in
recent years, NCPC has taken steps to facilitate utili-

zation of waste heat from its diesel engines by allow-
ing the government of the Northwest Territories to
make attachments to the cooling and exhaust sys-
iems of tne machines whereby the government takes
waste heat for distribution. Witnesses for NCPC
stated that this practice does not cause any operating
problems for the Commission nor does it result in any
coststoit.

Since this heat source is available, it appears to
the Board that it is in the public Interest to use It.
Provided the necessaty facilities to utilize waste heat
are installed and operated at no net cost to NCPC, the
Board recommends the continuation and extension of
this practice.

3.3.3 Operations at Field, British Columbla

NCPC's only utility operation south of the 60th parallel
consists of electric power generation and distribution
for the community of Field, British Columbia in Yoho
National Park.

The evidence showed that the diesel generation
of electricity at Field results in high rates and that
some subsidies ure apparently provided to govern-
ment employees by the federal government and to
some other customers by B.C. Hydro. A written sub-
mission to the Board from a resident of Field showed
that these customers consider themselves to be
remote from NCPC and its main body of customers
and that the Field residents have difficulty commu-
nicating their concerns to the responsible agencies.

It would appear that costs of electricity in Field
could be reduced if the community were interconnect-
ed with a major provincial utility system, such as is
provided to nearby communities.

The Board feels that it is inappropriate that NCPC
be responsible for this one location so far south of the
60th parallel. Accordingly, it recommends that the
electric utility operations at Field be taken over by
others capable of accepting this responsibility, such
as:

B.C. Hydro whose power lines appear to termi-
nate at Golden, British Columbia; or

Alberta Power Limited whose power lines appear
to terminate at Lake Louise, Alberta.




Chapter 4

Raie Reguiation of

Northern Canada Power Commission

4.1 Basic Principles

Having reviewed the evidence, the Board believes
that NCPC's rates should be based on the cost of
providing utility service to its customers. The Board
also believes that the appropriate pricing of electricity
would be conducive to greater public awareness of
the true costs of providing electricity in the North, The
Board notes that although the level of cost-based
rates will be higher in many regions than what may be
considered a reasonable level of rates for NCPC's
customers, direct government subsidies outside of
the rates could alleviate the problem. These subsidies
would be a continuation of or a substitution for the
subsidies presently provided.

The costs which NCPC may currently include in
the revenue requirement used to determine its rates
for a given fiscal year are set out in subsection 10(3)
of the NCPC Act. The relevant part of that section
reads as follows:

“.the rates to be charged within those
schedules or ranges shall not be less than the
estimated cost to the Commission, as deter-
mined by it, of supplying the public utility in the
rate zone, which cost shall include

a) payments in respect of the interest on, and in
respect of the principal amount of, loans
made or deemed to have been made to the
Commission under this Act in respect of
facilities in the rate zone that were used to
supply the public utility;

b

~

the operating, maintenance, repair and other
expenses in respect of such facilities;

~

the costs of administration and all other ex-
penses of the Commission, as attributed by
the Commission, to operations in each rate
zone; and

c

d

~

contingency allowances on such basis as
may be approved by the Governor in
Council."

The contingency allowance has been set by
Order in Council at four percent of NCPC's utility
sales. Since it is NCPC's iniention to recover its costs
from its sales revenue, NCPC calculates this contin-
gency as four percent of the expenses referred to in
paragraphs (a), (b), and (c) of subsection 10(3). The
Commission stated that the objective of the provision
of a contingency allowance in its revenue requirement

is to provide a buffer against forecast errors and the
occurrence of unforeseen costs.

NCPC calculates a revenue requirement for each
rate zone, and for each service area within a rate
zone. Although NCPC designs its rates to recover the
revenue required from each rate zone, the Board
notes that the rates in the individual service areas do
not necessarily reflect the specific revenue require-
ments calculated for each. Details of NCPC's rate
design are covered in Section 4.4 of this report.

4.. evenue Requirement — Methodology

The Commission stated that there are several factors
unique to the environment in which it operates that
significantly affect both its ability to forecast revenue
and to realize the revenue forecast through its rates.
Actual operating costs and sales revenues for specific
service areas often turn out to be significantly different
from those forecast when establishing the rates. The
fluctuations in revenue are due to variations in
demand brought about by changes in economic con-
ditions affecting major customers. Factors aftecting
the forecast of costs include the variations in diesel
maintenance costs, unpredictability of fuel costs, vari-
ations in the annual precipitation which affect the
amount of hydroelectric energy produced in any year,
and the resultant cost of replacement by diesel
energy in low water years. The four percent contingen-
cy has proved to be an insufficient cushion to absorb
these differences and as a result NCPC has not
always recovered its costs through rates.

NCPC and many submittors called for a re-
examination of the current cost of service and contin-
gency formula and discussed alternative approaches
to determine the Commission's revenue requirement.
Some submittors contended that regulation by the
use of a "times interest coverage” method would be
more appropriate for NCPC. By this method, NCPC
would include in its cost of service an amount which
would be fractionally higher than its interest expense.
The excess amount, as a substitute for the contin-
gency allowance, would provide for contingencies
and gradually accumulate retained earnings.

The Board has a similar concern with both the
contingency method and the interest coverage
method. Under both, funding is cont-ibuted by the
customers. The Board is of the opinion that these are
not appropriate methods for NCPC.

The practice followed by the Board in its regula-
tion of pipelines is to determine the cost of service by
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the rate base/rate of return method. In the rate
base/rate of return method of regulation, a utility is al-
lowed to recover from its customers its out-of-pocket
operating costs, a charge for depreciation of its
facilities, and an amount representing the return on its
rate base. The rate base of a utility is the depreciated
value of Its tangible and intangible property used and
useful in the utility service plus an allowance for work-
ing capital. The return on the rate base represents the
interest cost on the debt component of the rate base
plus a return on the equity component.

This method has proved to be equitable to all par-
ties concerned and is used in the reguiation of many
electric utilities in North America. Unlike the contin-
gency and interest coverage methods, the rate
base/rate of return method directly reflects the cost of
capital invested in the utility service. This cost can be
estimated by use of the standard tests of the financial
market.

The Board, having considered all the facts and
circumstances under which NCPC provides the utility
service, has come to the conclusion that the most ap-
propriate method of determining NCPC's revenue re-
quirement is the rate base/rate of return method.

The Board has determined that the following
steps would be necessary in order to implement such
a methodology for NCPC, and to establish cost-based
rates:

(1) inventory all usable fixed assets, and record at
the original cost to NCPC;

(2) establish appropriate depreciation rates;

(3) from (1) and (2) above, establish the net book
value of assets in service;

(4) determine the rate base;

(5) determine appropriate capital structure, and
rate of return;

(6) using (4) and (5) above, calculate return on rate
base;

v

(7) examine operating expenses in detail;

(8) calculate revenue requirement from (6) and (7)
above;

(9) perform a pertinent cost-allocation study;
(10) determine an appropriate rate structure; and
(11) calculate rates using (9) and (10) above.

4.2.1 Rate Basge

Having recommended that NCPC be regulated using
a rate base/rate of return methodology, the Board
recommends that NCPC's rate base be comprised of
(1) the original cost to the Commission of its used and
useful fixed assets, less the accumulated depreciation
thereon, (2) an allowance for working capital, and (3)
any other amounts which, in the opinion of the ap-
pointed regulatory agency, ought to be included.

An allowance for working capital is designed to
compensate a company for (1) the funds it expends
on operating expenses between the time it provides
services to customers and the time when payment is
received for the services, and (2) funds invested in
various inventories.

In order to determine which assets may qualify
for inclusion in the rate base, the Board recommends
that NCPC be required to physically inventory all of its
fixed assets, identifying those that are presently in use
and those which can reasonably be expected to be
used in the future.

Although in some instances NCPC's reserve
capacity may appear to be high, the Board is of the
opinion that in view of the harsh environment and cir-
cumstances under which NCPC must operaie, the
reserve capacity is, in general, reasonable and should
be included in the rate base.

4.2.2 Capital

NCPC's present capitalization is almost 100 percent
debt. NCPC has received all funds for its capital ex-
penditures from the federal government by way of
interest-bearing loans. The principal and interest on
loans are repaid on terms and conditions approved by
the Governor in Council.

NCPC's debt includes an amount of $9.2 million
representing a defaulted instaiment of principal and
interest which fell due on 31 March 1977 and which
was not paid because of losses incurred in the period
1974 to 1976. The Commission incurs an annual inter-
est expense of some $600,000 on that amount.

NCPC has also received a working capital loan of
$7.5 million from the federal government. This loan is
interest free and is repayable in ten equal annual in-
stalments beginning 31 March 1990.

All submittors who commented on the issue
called for an improvement in the financial heaith of
NCPC, and changes to its financial structure through
the forgiveness of debt and/or the conversion of debt
to equity. It was suggested that NCPC's capital struc-
ture should be commensurate with the business risks
of selling power in the North.

4.2.2.1 Debt Forgiveness

All submittors who addressed the subject called for
some debt forgiveness, which would decrease the
interest expe. «2 of NCPC and thereby provide rate
relief to its customers. The amount suggested for for-
giveness varied fror prior year losses to 100 percent
of the debt.

NCPC stated that 70 percent of its costs in the
Northwest Territories are variable and that any reduc-
tion of rates resulting from relief from fixed costs,
such as the forgiveness of debt interest and principal
payments, would be quickly offset by increases in
variable costs. In addition NCPC noted the cost of ser-
vicing debt would quickly reappear as soon as future
investments were undertaken. The evidence shows
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that NCPC's variable cost component is significantly
higher than that for provincial electric utilities due
mainly to higher fuel costs.

NCPC stated that the major portion of its debt is
related to hydro facilities. Since the unit cost of hy-
droelectric energy is currently much lower than that of
diesel energy, the forgiveness of debt would increase
the cost difference between the two types of
generation.

The Board is convinced that forgiving a signifi-
cant amount or even all of the debt would not treat
hydro and diesel area customers equitably and would
not reduce average rates in the territories to an ac-
ceptable fevel for a significant length of time. The
Board does not believe that it would be appropriate to
forgive the total debt of NCPC. However, the Board is
of the opinion that NCPC's revenue requirement
should not reflect losses incurred by the Commission
in prior years. The Board, therefore, recommends that
the debt amounting to $9.2 million, which exists be-
cause of prior losses, be forgiven.

In addition, the evidence shows that because of
the federal government's “6 and 5" restraint
program*®, NCPC may incur losses in the years during
which the program will be in effect. It is the Board's
view that NCPC's customers should not be burdened
with such losses that are caused by government
policy. The Board, therefore, recommends that any
losses incurred by NCPC on account of the "6 and 5"
restraint program be made up by direct subsidy pay-
ments from the federal government to NCPC.

4.2.2.2. Debt-Equity Conversion

NCPC and many submittors advocated the injection
of equity capital into the capital structure of the
Commission. If the capital structure contained a sig-
nificant equity component, a return on equity would
provide contingency protection on a continuing basis.

Some submittors advocated *he conversion of
some or all of the debt to equity. Such a conversion, it
was suggested, would reduce NCPC's obligation to
pay interest and repay the principal of the debt, and
would create the equity base necessary to bear the
Commission's normal business risk.

After considering the evidence and views of the
participants, the Board is convinced that equity capital
has a significant role to play in providing a solution to
NCPC's financial problems. The appropriate method
for creating the necessary equity capital in NCPC's
capital structure is through the conversion of some of
the present debt to equity, and, if necessary, through
the direct injection of equity capital. The Board recom-
mends that the working capital loan of $7.5 million be
converted to equity. The working capital requirements
of NCPC should be investigated and if these exceed

* see Abbreviations and Definitions, page (v)

$7.5 million, the additional funds should be provided
by means of further equity.

The Board is of the opinion that it is not appropri-
ate at this time, because of insufficient evidence, to
make a determination ot the desirable debt/equity
ratio for NCPC or of the amount of debt to be convert-
ed to equity. The Board, therefore, racommends that
the federal government should require the agency
charged with regulating NCPC to investigate and
recommend an appropriate debt/equity ratio. Suffi-
cient debt should then be converted to equity to attain
the desired level. At the time of such conversion, there
would no longer be a need for the contingency
allowance. The Board therefore recommends disconti-
nuance of the contingency allowance provision at that
time.

4.2.2.3 Rate of Return

One of the most important tasks in regulating rates by
the rate base/rate of return method is the establish-
ment of a fair rate of return for the utility investment.

In NCPC's case, the Board foresees little problem
in determining the cost of its debt. However, the par-
ticipants in the inquiry had divergent views on the rete
of return on equity. While it was suggested by some
that the return on equity should be comparable to the
return for investor-owned utilities, others suggested
that the converted debt should earn no return. NCPC
noted that if the return on converted debt were to be
higher than the interest on debt, its revenue require-
ment would be increased. It is the opinion of the
Board that it would be more appropriate to deal with
rate of return matters in a rate hearing held by the
agency charged with regulating NCPC.

4.3 Revenue Requirement — Components
4.3.1 Introduction

As noted earlier, the Board has recommended that
NCPC's revenue requirement be calculated using the
rate base/rate of return methodology. Under this
method, NCPC's revenue requirement would be com-
prised of its head and regional office expenses,
operating and maintenance expenses, depreciation
expense, and a return on rate base. The Board recom-
mends that, as at present, separate revenue require-
ments should be calculated for each of the Yukon and
Northwest Territories. The Board also believes that
similar revenue requirements should be calculated for
any further rate subdivisions of the territories that may
be established.

Although each component of the revenue require-
ment would have to be reviewed at a public rate hear-
ing held by the proposed regulatory agency, the
Board has the following comments and recommenda-
tions to make regarding specific components.
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4.3.2 Head and Reglonal Otfice Expenses

The method presently used by NCPC to allocate head
and regional office expenses to the service areas
within aach rate zone criginates from a cost of service
study compiled for NCPC by consuitants in 1876. Ex-
penses associated with the head office located in Ed-
monton are allocated using the following method.

A portion of the total head office administration
expense is initially prorated to capital expenditures
based upon the anticipated level of capital construc-
tion and previous years' experience. The remaining
head office administration expense Is assigned to
utility operations. Ten percent of this expense is al-
located equally among all service areas, while the re-
maining 90 percent is deemed 30 percent demand-
related, 30 percent energy-related and 30 percent
customer cost-related. These demand, energy and
customer costs are then prorated to each service area
on the basis of kW, MW.h and number of customers,
respectively. A similar allocation is made for the re-
gional office expenses Incurred in each rate zone.

Because of the nature of this procedure, the re-
sulting allocation to a particular rate zone or service
area can fluctuate widely from year to year, For
example, a service area in the Northwest Territories
may experience relatively constant consumption from
year to year. However, if consumption in the Yukon

“Territory were forecast to decrease significantly, the

service area in the Northwest Territories would ac-
count for a higher proportion of overall consumption,
and therefore would be assigned a higher proportion
of head office costs. The Yukon Public Utilities Board
has consistently opposed NCPC's use of this method
of apportioning head office expenses. As a result of

_these objections, the Auditor General of Canada, at

the request of NCPC, reviewed this procedure but
found it to be reasonable.

Because of the possibility of wide fluctuations in
allocations from year to year, the Board recommends
that NCPC conduct a study to determine whether its
current allocation procedure tracks the manner in
which head and regional office expenses are actually
incurred on behalf of the various service areas. If the
current procedure is found to be inappropriate, the
study should identify the modifications which need to
be made. In addition, because of changes which
occur from year to year, the allocation formula should
be subject to periodic review.

i
4.3.3 Operating ahd Maintenance Expenses

Cross-examination of the various submittors revealed
little concern regarding the overall level of NCPC's
projected operating and maintenance expenses for
the 1983-84 fiscal year. This lack of concern was no
doubt due in part to the fact that NCPC's rates for the
fiscal year, which have already been approved by the
Governor in Council, are not based on the Commis-
sion's projected revenue requirement but refiect the

restrictions of the federal government's “6 and 5" re-
straint program.

A noteworthy component of NCPC's operating
and maintenance expense, particularly in the remote
cants expense. In these regions fuel and lubricants
are projected to account for an average of 44.7 per-
cent of the total expenses before contingency for the
test year*, ranging from a low of 40.7 percent in the
Mackenzie River area to a high of 48.1 percent in the
eastern arctic region. In areas served primarily by
hydro, diesel fuel and lubricants account for only
about 85 percent of the total expenses before
contingency.

The Board observes that the unit cost of fuel to
NCPC varies significantly from area to area. The total
fuel cost in a particular service area depends not only
on the base price from suppliers, but also on the
source of the fuel,the community where it is to be
used, the mode of transporting the fuel, and whether
the territorial government imposes a tax on such fuel.
The Board notes that in the Northwest Territories rate
zone the fuel is subject to a territorial tax of 2.5 cents
per litre . B

The cost of fuel recorded in NCPC's accounts
also depends on the availability of Commission-
owned storage facilities. For example, in certain areas
in the Northwest Territories where NCPC does not
own any storage facilities, its fuel is stored in tanks be-
longing to the Government of the Northwest
Territories. The charge for this service, which is
recorded as part of the cost of fuel, includes among
other things the interest and depreciation expense as-
sociated with the facilities. However, in areas where
NCPC has its own storage facilities, the depreciation
und interest expenses thereon are not accounted for
as a component of the cost of fuel. Figures presented
by NCPC for the cost of fuel in its various service
areas were, therefore, not directly comparable.

Regarding the reasonableness of each of the
components of NCPC's revenue requirement, the
Board recommends that the operating and mainte-
nance expenses should henceforth be subject to
public scrutiny at rate hearings. In particular, the cost
of diesel fuel to NCPC should be thoroughly examined
to ensure that such fuel is being acquired in the most
cost-effective manner.

4.3.4 Depreciation

NCPC presently uses two different depreciation meth-
ods in its calculation of total depreciation expense for
the year. For assets placed in service prior to 31
March 1977, NCPC sets annual depreciation expense
equal to the principal portion of the payments on the
associated loans. Because these loans are amortized
on an annuity basis, the resulting depreciation charge

* see Abbreviations and Definitions, page (v)
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increases from year to year. The terms of the loans are
generally tied to the economic lives of the assets. For
the head office building, assets purchased from
internally-generated funds, and assets placed in ser-
vice after 31 March 1977, NCPC calculates deprecia-
tion expense on a straight-line basis over the estimat-
ed useful lives of the assets.

The Board notes that the Commission is cutrently
required by its Act to charge depreciation and interest
expense for each asset whose associated loan re-
mains outstanding. In some cases, these loans repre-
sent assets which are no longer in service.

The Board recommends that, for consistency,
NCPC calculate depreciation expense for all of its
assets on a straight-line basis over the shorter of the
physical or economic life of the assets. Consequently,
the Board also recommends that NCPC undertake a
depreciation study to determine the physical and
economic lives of its assets.

If the use of the straight-line depreciation method
results in a cash flow which will not allow NCPC to ser-
vice its debt, the Board suggests the repayment term
of the loans should be adjusted accordingly.

To be consistent with the concept of “used and
useful” equipment as it applies to both rate base and
the associated expenses, the Board recommends that
NCPC's revenue requirement should not reflect costs
associated with assets from which its customers no
longer. derive any benefit. Furthermore, the Board
recommends that outstanding loans incurred in re-
spect of such assets should be forgiven.

4.3.5 Return on Rate Base

The Board's comments regarding return on rate base
are set out in Section 4.2 of this Chapter.

4.4 Rates and Rate Design

The following sections discuss several aspects of
NCPC's existing rate design. The Board’s recommen-
dations on rate design may be found in Section 4.4.4.

4.4.1  Present Rate Structure

in the Northwest Territories, several federal govern-
ment departments owned and operated remote diesel
systems for their own purposes prior to the facilities
being turned over to NCPC. These plants aiso offered
setvices to the communities in which they were
located. The government departments had absorbed
the fixed charges associated with these installations
with the non-government customers paying only the
incremental cost of operation. After these facilities
were turned over to NCPC the existing rate structures
were continued in the first years of operation, leading
to tme present system of government and non-
government rates.

Prior to 1976, the NCPC Act required that the
rates charged in each area serviced by a plant had to
be equal to the cost of servicing that area. With the
amendment of the NCPC Act in 1975, the service area
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of NCPC was divided into two major rate zones, one
encompassing the Northwest Territories and the other
encompassing the Yukon Territory. NCPC could set
rates on a rate zone basis to recover the costs in each
of these zones, and provision was made that these
zones could be further subdivided. NCPC did not con-
sider it opportune to take full advantage of the ability
to rationalize rates® between communities. For
example, in fixing rates for some years, NCPC in-
creased the previous rates, in some cases inherited
rates, by a fixed percentage. This has perpetuated
previous anomalies. In some locations, where NCPC
acquired facilities with a ten-year contract to supply
low-cost power to the federal government, govern-
ment customers pay a rate that is less than the actual
cost of service. In several remote locations, particular-
ly where there has been no major capital expenditure,
the revenue is more than the cost of service. Such in-
consistencies are the natural consequences of the
historical evolution of rates without clear regulatory di-
rection to NCPC.

NCPC generally has set the rates in the areas
supplied by hydro generation somewhat higher than
the cost of service, thereby providing a cross-subsidy
to those customers located in areas served by diesel
generation. NCPC's view is that the benefits of large
public investments in hydro facilities should accrue
not only to those served by such facilities, but also, in
some measure, to all customers. Also, the Commis-
sion felt that, particularly for the Northwest Territories
where the geography of the region makes intercon-
nections uneconomic, such forms of cross-subsidy
are a financial alternative to the establishment of a
power grid.

The rate schedules filed at the hearing revealed
the extent of anomalies in the existing rate structure.
There are examples of similar customers served by
the same system being charged ditterent rates. These
anomalies have been perpetuated by the “6 and 5" re-
straint program, and in some cases by NCPC's imple-
mentation of recommendations of the Public Utilities
Boards of the Yukon and Northwest Territories. In the
Yukon, NCPC has recognized that the rates charged
for wholesale power delivered to The Yukon Electrical
Company Limited in the Whitehorse-Aishihik- Faro
system are different at Carmacks, Ross River, White-
horse and Haines Junction. NCPC, in filings with The
vukon Electric Public Utilities Board, proposed to
equalize those rates*. This proposal has not been
implemented.

The following are examples of other inconsisten-
cies in the rate structure that were noted by the Board:

the number and size of blocks for energy are \if-
ferent in various service areas;

the rates at Fort Resolution, even after the intercon-
nection with the Taltson hydro system, stili contain

+ gee Abbreviations and Detinitions, page (v)
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a government classification and other legacies
from the days of diesel generation; and

the spread between the government and non-
government rates varies from community to
community,

Some submittors receiving service from NCPC
showed concern regarding the effect on their bilis of
the so-called "hydro entitiement"* and some aspects
of accounting for specific matters. The Board views
these as customer-specific matters which are outside
the terms of reference of this inquiry. These matters
should be addressed in a rate hearing.

4.4.2 Costof Service Study

The cost of service study conducted in 1976**
showed that the revenue recovered from some bulk
customers was below the cost of supplying the
service. The Board recognizes that NCPC has made
some efforts since 1976 to recover the cost of service
from each customer class.

NCPC admitted that the rates in their present
form do not all reflect the cast of servicing the particu-
lar customer. The Yukon Electrical Company Limited
and United Keno Hill Mines Ltd., large customers of
NCPC, are not billed demand charges though the cost
of service study shows demand-related costs. NCPC
stated that the cost of service study has been used
only as a guide in establishing the total revenue re-
quirement for each customer class and not necessari-
ly for setting rates for demand and energy. Many
shortcomings in the cost of service study surfaced
during the inquiry, including the basis of the allocation
of head office costs to individual locations. The Board
also notes that the customer costs are allocated
equally to industrial, domestic and commercial cus-
tomers without any weighting factors commonly used
in electric rate-making practice.

Demand costs are allocated on the basis of the
non-coincident customer demand*. One large cus-
tomer expressed a strong preference for a cost alloca-
tion using the coincident peak method*. The Board
considers the present method satisfactory at this
stage but suggests that sample studies be
undertaken, when convenient, to ensure that the vari-
ous customer classes are fairly treated in the hydro
systems. The Board also noted that distribution and
transmission costs are not separated, although such
separation would be normal in hydro systems.

4.4.3 Rate Rationalization — Cross-Subsidies

Several views on rationalized rate structures were
submitted. While some expressed the opinion that
subsidies should be separated from the rate structure,
it was recognized that rationalized rates would involve
some cross-subsidization.

* ses Abbreviations and Definitions, page (v)
** Also discussed in 4.3.2,, Head and Regional Office Expenses

Opinions of the submittors in the Yukon differed
as to whether rates should be equalized, rationalized
or set at a uniform subsidized level. In the Northwest
Territories, rate equalization was not proposed by any
of the submittors. Many submittors from the hydro
areas preferred a rate structure based on costs in
those areas, although they considered that even these
rates were too high. The main concern in areas served
by diesel generation was for a reduction in rates
rather than any particular rate structure. A submittor
stated that the rates should be structured so that no in-
dustry would cross-subsidize domestic or other
consumers.

NCPC and the submittors were questioned about
methods to alleviate the reduction of earnings and the
attendant effect on other consumers due to the logs of
major industrial loads. Hydroelectric projects which
account for NCPC's major capital expenditure have
all been developed to meet mining loads, but when a
mine reduces operations, the fixed costs of the related
hydro facility are passed on to the remaining custom-
ers in the area. Many submittors agreed that some
form of a financial reserve to cover such situations
was necessary; however, they felt that the collection
of a security deposit or take-or-pay contracts would
be too heavy a burden on industry and not conducive
to economic growth,

4.4.4 Rate Recommendations

Having considered the evidence presented, the Board
recommends that NCPC’s rates should generally be
based on costs. Therefore, the Board recommends
that the cost of service study be updated. The alloca-
tion percentages thus obtained should be examined
periodically to accurately reflect expenditure in
demand-, energy-, and customer-related cost
categories.

The Board recommends that, in future, rates be
established by the proposed federal regulatory
agency following rate hearings with opportunity for
participation by all affected parties. While the details
of the rates would be determined by the regulatory
agency, the Board has the following comments and
recommendations that should be considered by that
agency.

Since NCPC wished to avoid a sudden change in
rates from those that prevailed in the period when
there was a lega! requirement to recover costs on a
plant by plant basis, it still works with some 50 dif-
ferent sets of rates. in order to reduce the number of
rate structures, a logical division would be between
communities served by the hydro systems and those
served only by diesel generation. Rates in the hydro
systems are relatively low for the territories and are
not much higher than the rates of some small utilities
in the remainder of Canada. The remote diesel §ys-
tems show some cost variation between communities
but all have significantly higher costs than the hydro
systems.




In the interests of simplicity, and ease of
administration, the Board recommends that in each of
the territories there be two rate zones, a hydro rate
zone and a diesel rate zone. Rates in each zone would
then be related to the costs within the zone and there
would be no cross-subsidization between these rate
zones. This division would also avoid placing an
undue load on the major industrial customers to subsi-
dize the customers in the diesel areas. It would also
smooth the rate variations from year to year in indi-
vidual diesel generation communities due to varia-
tions in maintenance and the uneven rate of capital
expenditures.

The Board also recommends the elimination of
government and non-government classification in the
rate stucture.

The rates derived as above, particularly in some
diese! areas, would undoubtedly be higher than cer-
tain customers could afford to pay. In these
circumstances, the federal government might consid-
er offering a direct subsidy to such customers, as out-
lined in Section 4.5 of this Chapter. It is unlikely,
however, that the rates for customers in areas sup-
plied by hydroelectric power need to be subsidised.
The present subsidies to customers are related to the
rates in the capitals of the territories, which are served
by hydro generation, and no change in this basis
would be necessitated by the Board's rate zone
proposal.

The proposed federal regulatory agency should
also consider the following additional issues relating
to rates:

a) a reduction in the number of blocks in the rate
structure;

b) the need for life-line rates* in the North; and

¢) the possibility of the establishment of & hydro sta-
bilization fund*.

In ihe past NCPC has tried to make changes inits
rate design on a gradual basis. The Board notes that
this practice tends to prolong the period during which
inequities exist and may frustrate the achievement of
the desired changes. The Board therefore recom-
mends that all the changes proposed herein become
effective 1April 1985, which would coincide with the
end of the application of the current “6 and 5" restraint
program to NCPC's rates. To implement the Board's
recommendations, a decision before the end of 1983
would provide sufficient time for completion of all
necessary steps by 1 April 1985.

4.5 Subsidies
4.5.1 Introductionv

Although subsidies for electricity were not explicitly
referred to by the Minister of Indian and Northern Af-

*see Abbreviations and Definitions, page (v)

fairs in his letter of 4 January 1983, the subject cannot
be ignored in the context of the cost of electricity in
the North. Interested parties raised issues which were
either directly or indirectly related to subsidies. The
Board notes that there exists a variety of direct and in-
direct electricity subsidy programs in the North,
including the Federal Power Support Program, the
Commercial Power Rate Relief Program, government-
owned housing subsidies, subsidies for low-rental
housing, isolated post allowances, and subsidies or
living aliowances provided by business enterprises to
their employees. Furthermore, the Board notes that,
given the high cost of electricity in the North, it ap-
pears that subsidies will continue to be required.

During the inquiry, the current subsidy programs
for electricity in the North were discussed, as were
new subsidy schemes proposed by several interested
parties. The issue of cross-subsidization was also
addressed.

The existence of subsidies such as the Federal
Power Support Program and the Commercial Power
Rate Relief Program is a policy choice of the govern-
ment made on the basis of its social and economic
development goals. The Board believes that the

_ choice of the appropriate scheme and the amounts in-

volved should rest with the government which is finan-
cially responsible for providing the subsidy.

Subsidy programs result in consumers being
provided with price signals that are below the cost of

generating, transmitting and distributing the
electricity. Because of a lack of estimates of the price
elasticity of demand for electricity in the North, no
quantitative evidence on the likely impact of price
subsidies on consumption was available. Certain in-
tervenors suggested, however, that the potential in-
crease would depend on individuals' incomes and

more particularly on the number of and the potential
for additional electric appliances in the affected

areas. It was also submitted that, since electricity
costs in the North are very high, a subsidy is not likely
to reduce rates sufficiently to cause a significant in-
crease in consumption.

4.5.2 Current Direct Subsidy Programs

The Federal Power Support Program (FPSP), which
was introduced by the federal government in 1978,
operates by reducing the rate for the first 700kW.h of
electricity consumed each month by non-government
domestic consumers to the rate in the territorial
capitals. The customer's bill shows both the unsubsi-
dized and the subsidized amounts. The government
refunds the difference to NCPC. In the spring of 1983
the federal government decided to extend the FPSP
for a two-year period beginning 1 April 1983 and to
examine the question of appropriate subsidies during
the intervening period. ‘

The Board notes that in general the reaction to
the FPSP was favourable. No interested party said
that the limit of 700 kW.h per month was
unacceptable. However, it was suggested that instead
of the flat rate of 700 kW.h per month, this subsidy




could apply to a fixed percentage of each customer's
bill. Both NCPC and interested parties were in favour
of the way the program now operates and NCPC
stated that it was easy to administer.

The Board is of the opinion that the FPSP is a
useful program and that it should be continued on the
present basis.

The Commercial Power Rate Relief Program
(CPRRP) was established in 1981 and applied ret-
roactively to 1980. It operates by reducing the rate for
the first 1 000 kW.h of electricity consumed per
month by small non-government commercial custom-
ers to the rates in the territorial capitals. To obtain the
subsidy an enterprise must apply to the territorial
government for a refund and must establish that its
annual gross revenue did not exceed $2 million.

The Board notes that, in contrast to the FPSP, the
CPRRP does not appear to be very effective. Most
submittors who were potential benificiaries stated
either that they had not heard about the program until
recently or that the filing requirements were too oner-
ous compared to the relatively insignificant amount of
money to be received. In addition, some indicated
that the 1000 kW.h per month was not adequate. As
an alternative, some also suggested that the subsidy
be related to a fixed percentage of the customer’s bill.

The Board suggests that, if a commercial subsidy
program is to be continued, it would be appropriate to
re-examine the qualifying conditions, and examine
the possibility of channeliing the subsidy through
NCPC, along the lines of the FPSP.

45.3 Cufrent Indirect Subsidies

There is a proliferation of other subsidies that act to
reduce the cost of electricity in the North. These in-
clude subsidies for electricity costs in low-rental and
other government-owned housing, and housing and
isolated post allowances granted by various
employers, including governments. There was no evi-
dence as to the effectiveness, or otherwise, of such
programs.

4.5.4 Proposals for New Subsidies

Several interested parties supported a “Politica! Rate
Design" proposal. Under such a scheme electricity
rates in the North would be set at some amount, say
ten percent, above the rates in British Columbia.
Under such a scheme any difference between the
revenues collected by applying such rates and
NCPC's actual costs would have to be covered by a
lump sum subsidy. The Board notes that this scheme
appears attractive in terms of equity considerations
and ease of administration. However, such a scheme

would subsidize all consumption rather than just
some predetermined amount of consumption.
Furthermore, the Board suggests that, if such a
scheme is chosen, it might be more appropriate to set
the “political rate" at a fixed percentage over the aver-
age rate for ail of southern Canada, or the average of
the western provinces. This would have the advantage
of including hydro, diesel and thermal generation and
not just lower-cost hydro.

In addition, several interested parties recom-
mended a subsidy in the form of a write-off of NCPC's
current debt as a means to reduce electricity rates in
the North. This suggestion has been dealit with in sub-
section 4.2.2.1 in connection with debt forgiveness.

Not all submittors were in favour of subsidies.
The Board notes the concern expressed that subsidies
merely mask the problem and that what is needed is
an alternative lower-cost source of electric power.

4.5.5 Cross-Subsidies

Evidence was presented with regard to the existence
of cross-subsidization in NCPC's current rates, partic-
ular examples being the government rates in the
Northwest Territories, the subsidization of the Snare
system and remote diesel areas by the Taltson
system, and the cases where customers were as-
sessed more than 100 percent of their allocated costs.

With regard to government and non-government
rates, NCPC stated that it wished to eliminate govern-
ment rates in the Northwest Territories over a period
of time. Most interested parties ‘agreed that govern-
ment rates should be eliminated. The Board recom-
mends in subsection 4.4.4 that the government and
non-government rate classification should be
removed.

With regard to cross-subsidization between
hydro and diesel service areas, the Board states in
subsection 4.4.4 that it believes a rate design involv-
ing two distinct zones within each territory based on
type of generation, i.e. hydro and diesel, is appropriate.

With regard to assessing a particular customer
class more than 100 percent of its share of costs,
NCPC stated it believed that it was the general prac-

tice in Canada to have commercial customers sub-
sidizing domestic customers. The Board agrees that

this is so, but notes that this would have to be dealt
with in the setting of rates by the proposed regulatory
agency.

Some submittors supported cost-based rates, i.e.
they believed that rates should not be used as a social
policy tool. In general, the Board agrees. However, it
notes that the appropriate sharing of costs is a difficult
issue and almost any rate design will involve some
degree of cross-subsidization.




Chapter 5

Summary of Major Recommendations

In its submissions to the Board, NCPC stressed the
urgency of action to resolve the problems that it
identified. The Commission put forward interim solu-
tions which it believed could be implemented without
the need for legislative amendments. The Board is of
the opinion that it would be inadvisable to resort to in-
terim solutions as they prolong the period during
which inequities exist and may frustrate the provision
of permanent solutions to the problems currently
facing NCPC.

The Board, therefore, recommends that all the
changes proposed in this report become effective 1
April 1885, which coincides with the end of the appli-
cation of the current "6 and 5" restraint program to
NCPC's rates. To implement the Board's
recommendations, a decision before the end of 1983
would provide sufficient time for completion of neces-
sary steps by 1 April 1885. )

These steps would include the establishment of a
tederal regulatory agency to oversee the rate regula-
tion of NCPC, the filing of a rate application by NCPC
using the fiscal year 1985-86 as the test year, the
holding of public hearings in Whitehorse and Yellow-
knife and in other locations throughout each territory
wherever public interest warrants, the issuance of the
decision of the regulatory agency following such hear-
ings and finally the setting of subsidies by the federal
government. .

The major recommendations proposed by the
Board in this report are summarized below. A number
of subsidiary recommendations appear in the body of
the report. In making these recommendations, the
Board recognizes that some of them would require
federal legislation, including amendments to the
NCPC Act.

A. Corporafe Structure and Operations

1 NCPC should continue to operate as a single
entity owned by the federal government. (Ref. 3.1)

A corporate form should be found for NCPC which
leaves it as a federal crown agency but freed of
some of the constraints which now inhibit
business-like practices. (Ref. 3.1.1)

The head office- of NCPC should remain in
Edmonton. (Ref. 3.1.3)

In considering future appointments to the
Commission, persons with expertise in the
management of electric utilities should be sought.
(Ref. 3.1.1)

The practice of recovering the waste heat from
NCPC's diesel generators should be continued
and extended provided the necessary facilities are
installed and operated at no net cost to NCPC.
(Ref. 3.3.2)

The non-electric utility business of NCPC at Inuvik
should be transferred to another agency. (Ref.
3.3.1)

The electric utility operations at Field, British
Columbia should be taken over by others capable
of accepting this responsibility. (Ref. 3.3.3)

Framework for Regulation

The regulation of NCPC, including the approval of
rates and of the public convenience and necessity
of major capital additions, should be assigned to a
single federal regulatory agency. (Ref. 3.2.1)

The federal regulatory agency should be given
complete and final authority in establishing
NCPC's annual revenue requirements and in
determining the cost-based rates associated

therewith. (Ref. 3.2.2) :

NCPC's rates should be established by the federal
regulatory agency following rate hearings with op-
portunity for participation by all affected parties.
(Ret. 4.4.4)

These rate hearings should be held in each territo-
rial capital. Consideration should also be given to
holding public hearings in other locations through-
out the territories, wherever warranted by public
interest. (Ref. 3.2.2)

Revenue Requirements

NCPC's revenue requirement should be deter-
mined using the rate base/rate of return method.
(Ref. 4.2)

NCPC should be required to physically inventory
all of its fixed assets, identifying those that are pre-
sently in use and those which can reasonably bc
expected to be used in the future. NCPC's revenue
requirement should not reflect costs associated
with assets from which its customers no longer
derive any benefit. (Ref. 4.2.1 and 4.3.4)

Note: References shown are to the sections of the Report where
the recommendations are discussed.




NCPC should underiake a depreciation study to
determine the physical and economic lives of its
assets, and should calculate depreciation expense
for all of Its assets on a straight-line basis over the
shorter of the physical or economic life of the
assets. (Ref. 4.3.4)

NCPC's operating and maintenance expenses
should henceforth be subject to public scrutiny at
rate hearings. (Ref. 4.3.3)

Capitalization

The appropriate method for creating the necessary
equity capital in NCPC's capital structure is
through the conversion of some of the present
debt to equity, and, if necessary, through the direct
injection of equity capital. (Ref. 4.2.2.2)

The debt amounting to $8.2 million, which exists
because of prior logses, should be forgiven. (Ref.
4.221)

The working capital loan of $7.5 million should be
converted to equity. (Ref. 4.2.2.2)

Outstanding loans, incurred in respect of assets
which are no longer “used and useful”, should be
. forgiven. (Ref. 4.3.4)

Rate of return matters should be dealt with in a
rate hearing held by the agency charged with
regulating NCPC. (Ref. 4.2.2.3)

" Approval and Funding of Major Projects

In respect of each project which it proposes to
develop, NCPC should be required to submit an
application to the regulatory agency which would
consider all aspects of the application and make
its recommendation to the Governor in Council.
(Ref. 3.2.3.1)
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Project studies should be financed by way of provi-
sions included In the cost of service approved by
the regulatory agency, or, in the case of large
expenditures, by funding from the federal treasury,
upon the recommendation of the regulatory
agency. (Ref. 3.2.3.1)

There should be an agreement between NCPC
and the federal government guaranteeing financial
arrangements to allow hydroelectric projects
which are economical in the long term to be devel-
oped without risk to northern residents, and the
proposed federal regulatory agency should con-
sider guch financial provisiong,at the project ap-
proval stage. (Ref. 3.2.3.2)

Rate Design

NCPC's rates should generally be based on cost.
(Ref. 4.4.4)

In each of the territories there should be two rate
2ones, & hydro rate zone and a diesel rate zone.
(Ref. 4.4.4)

Government and non-governmant classifications
in the rate structure should be eliminated. (Ref.
4.4.4)

The proposed federal regulatory agency should
consider the following additional issues relating to
rates:

a) a reduction in the number of blocks in the rate
structure;

b) the need for life-line rates in tr_te North; and

¢) the possibility of the establishment of a hydro
stabilization fund. (Ref. 4.4.4).

Any subsidization of electric power rates should
be accomplished outside the mgulatory process.
(Ref. 3.2.2)
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The foregoing chapters set forth our findings and
recommendations on matters relating to the Northern
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E.S. Bell
Member

19




Annendix |
Ll g

o R o

ORDER NO. EHR-1-83

IN THE MATTER OF the National Energy Board Act
and sections 22(2) and 20(3) thereof;

IN THE MATTER OF an Inquiry into matters relating
to the Northern Canada Power Commission under
File No. 1310-6.

BEFORE the Board on Thursday the 17th day of
March 1983.

WHEREAS the Minister of Energy, Mines and
Resources (“the Minister"), at the request of the Minis-
ter of Indian Affairs and Northern Development, has,
by letter received 4 March 1983, asked the National
Energy Board (“the Board") pursuant to section 22(2)
of the National Energy Board Act to inquire into and

report on matters relating to the Northern Canada
Power Commission ("NCPC");

AND WHEREAS the Board finds it advisable to
hold a public inquiry to afford an opportunity for inter-
ested parties to be heard;

ITIS ORDERED THAT:

1. A public inquiry shall commence in Whitehorse,
Yukon Territory, in the Rendez-vous Room of the
Klondike Inn, at 8:00 a.m. local time, 6 June 1983,
and shall continue in Yellowknite, Northwest
Territories, in the Katimavik Room of the Explorer
Hotel, at 9:00 a.m. local time, 13 June 1983. The
hearing shall continue on such dates and at such
locations as the Board may by subsequent order
direct, including Frobishe: Bay, Rankin Inlet, Cam-
bridge Bay, Inuvik and Fort Smith. Final submis-
sions will be heard in Yellcwi.nife upon completion
of the hearings in the above-noted locations.

N

. The subject matters of the inquiry are outlined in
Appendix | to this Order.

3. To expedite the hearing process, principal exami-
nation of subject matters will be conducted as
follows:

a) Whitehorse - site specific matters relating to
the Yukon rate zone, the effect of allocation of
head office administration costs and return on
rate base on costs in the Yukon rate zone, and
general policy matters.

b) Yellowknife - site specific matters relating to
the Yellowknife service district, the effect of
allocation of head office administration costs
and return on rate base on costs in the N.W.T.
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rate zone and general policy matters. Detailed
examination of head office administration costs
will also take place in Yellowknife.

¢) other locations - site spacific matters relating to
the particular service district in which the hear-
ing ie being held, the effect of allocation of head
office adminintration costs and return on rate
base on costs in the particular service district,
and general policy matters.

. For the purpose of the inquiry, the Board will adopt

as the base year the period 1 April 1882 to 31
March 1983 consisting of ten months' actual
amounts and two months' projected amounts. The
two months' projected figures may be updated by
actual amounts during the inquiry. The forward
test year will be the period 1 Aprii 1983 to
31 March 1984 from which will be determined the
estimated costs for the future period.

. NCPC shall, unless otherwise authorized by the

Board, provide to the Board by 11 April 1983, ten
(10) copies of the information set forth in Appendix
Il to this Order, and shall, as soon as possible,
send one (1) copy to each of the locations referred
to in paragraph 186.

. Any person who wishes to make a submission to

the Board on the subject matters of the inquiry
("submittor") shall, unless otherwise authorized by
the Board:

a) on or before 2 May 1983 file with the Secretary
of the Board (i) in the case of an individual rep-
resenting himself as an individual (“individual
submittor”) one (1) copy of the written submis-
sion in either of the two official languages, and
(ii) in the case of a submittor other than an indi-
vidual submittor (“designated submittor") ten
(10) copies of the written submission in either
of the two official languages;

b) set forth concisely in the submission his views
with respect to those matters outlined in Appen-
dix |, or parts thereof.

c) state in the submission in which of the locations
enumerated in paragraph 1 and in which of the
official languages he wishes to be heard, and in-
dicate in the submission whether simultaneous
interpretation facilities will be required. If a sub-
mittor wishes to be heard in a language other
than one of the official languages, he shall ar-
range for a local interpreter. If difficulties are en-




countered in arranging for an interpreter, the
Secretary of the Board should be contacted.

3} indicats in thé submission whisthar hid wishts 1o
receive copies of any or all of the information to
be provided by NCPC in response toparagraph 5

of this Order;

@) avoid the introduction into evidence of any sub-
jects beyond the scope of the subject matter of
thig inquiry;

1) as soon as possible send (i) in the case of an in-
dividual submittor one (1) copy of the written
submission to NCPC, and one (1} copy to each
of the locations referred to in paragraph 16, and
(i) in the case of a designated submittor one
(1) copy of the written submission to NCPC and
each other designated submittor, as determined
according 10 a list to be provided by the Board
from time to time to all designated submittors,
end one (1) copy to each of the locations
referred to in paragraph 16.

. Upon receipt of a copy of a written submission
containing a request for any or all of the informa-
tion to be provided by NCPC pursuant to para-
graph 5 of this Order, NCPC shall, as soon as
possible, provide the same.

. Where NCPC or a submittor wishes to obtain addi-
tional information from another party to these pro-
ceedings in respect of matters raised in the filings
made with the Board, such requests may be made
in writing, and the party to whom the request is
made .shall, as soon as possible, either provide a
written response to the request or refer the ques-
tion to the Board under paragraph 11 or 12 hereof.
Additional information requests may also be
issued by the Board and responses shall be filed
as soon as possible. Both written requests and the
responses thereto shall be filed as exhibits at the
hearing.

. NCPC shall prepare written direct evidence in
question and answer form with lines numbered for
all their witnesses and shall, on or before 2 May
1983, file ten (10) copies with the Secretary of the
Board and, as soon as possible, send one (1) copy
of the same to each designated submittor, and one

(1) copy to each of the locations referred to in
paragraph 16.

10.Any designated submittor who wishes to adduce

direct evidence in the hearing shall, unless other-
wise authorized by the Board, prepare direct evi-

dence written in question and answer form with
lines numbered and shall, on or before 16 May

1983, file ten (10) copies thereof with the Secre-
tary of the Board, and as soon as possible, send
one (1) copy of the same to NCPC and to each
other designated submittor and one (1) copy to
each of the locations referred to in paragraph 16.
Individual submittors need not file written direct
evidence.

11.1t any question arises upon which the decision of
the Board may be required, one (1) copy of a
notice of motion with respect thereto shall be filed
with the Secretary of the Board, one (1) copy sent
to NCPC and each submittor who might be
affected, and one (1) copy to each of the locations
teferred to in paragraph 16, and the motion shall
be heard by the Board at a date to be fixed by it.

12.Any party who has documents which are required
by any Order of the Board relating to this huaring
to be sent to other parties to the hearing and who
feels that this requirement of service would create
an undue burden on him, may apply to the Board
for relief from the requitement of service. If relief is
granted, the party shall provide the Board with

such number of copies of the documents in re-
spect of which relief was granted as the Board
may request, which copies shall be available for

public examination at the offices of the Board and
with the Court Clerk during the hearing. The party
shall also make these documents available at
such locations and in such number of copies as
the Board may direct.

13.Documents which are required by any Order of the
Board relating to this hearing to be sent to other
parties to the hearing may be sent by regular mail.

14.Procedural Orders will be issued by the Board with
respect to the conduct of the hearing.

15.The documents listed in Appendix |l are in the
public domain and will form part of the Board's
record in the inquiry. This list may be updated from
time to time and copies will be available for exami-
nation at the locations listed in paragraph 16.

16.Any interested party may examine a copy of all fii-
ings made pursuant to this Order at the following
locations:
National Energy Board
Trebla Building.
473 Albert Street
Ottawa, Ontario
K1A OES

Northern Canada Power Commission
7909 51st Avenue

P.0. Box 5700, Station "L"
Edmonton, Alberta

T6C 4.8

Northern Canada Power Commission
NWT Regional Office

Laurentian Building,

P.0. Box 1860

Yellowknife, NWT
X1A 2P4

Northern Canada Power Commission
Yukon Regional Office

31 Federal Building,

P.O.Box 4278

Whitehorse, Yukon Territory

Y1A 1H8




Frobisher Bay Centennial Library

P.O. Box 188-A
Frobisher Bay, N.W.T.

X04 OHO

John Ayaruaq Library
Rankin Inlet, NW.T.
X0C 0G0

Att.: Lynn Taylor

Cambridge Bay Centennial Library
Cambridge Bay, NW.T.
XOE 0CO

Mary Kaeser Library
Box 630

Fort Smith, N.W.T.
XOE OPO

Inuvik Centennial Library
Box 1640

Inuvik, NW.T.

XOE 0TO

DATED at the City of Ottawa, in the Province of
Ontario, this 17th day of March 1983.

NATIONAL ENERGY BOARD

G. Yorke Slader
Secretary

APPENDIX |

.SUBJECT MATTERS OF THE BOARD'S INQUIRY

INTO RATES CHARGED BY NCPC

1. A review of the Rate Base for the base year and

the test year including the following items:

- original cost of plant and equipment employed
- accumulated depreciation

- inventory

-~ working capital

Note:
determining rates for classes of customers in individual locations.

- depreciation expense and depreciation rates
- return on rate base (derived in 2 above)
- contingency

This will include observations on the effect on
costs of standardization and non-standardization
of equipment and the question of whether the over-
head is appropriate to the level of service.

. Determination of rate design:

- the need to recover the past, present and future
revenue requirement

- the extent to which rate equalization can, and
should be achieved

- the selection of rate making principles to be
applied.

. An assessment of how NCPC should be regulated,

the appropriate method of regulation including
inter alia the question of whether there should be
a procedure for approval of projects prior to ex-
penditures being made, and an examination of the
need to maintain financial integrity.

. Possible development of recommendation re-

specting amendments to the NCPC Act which
might be required in order to implement the regula-
tory principles addressed above.

It would not be the intention of the Board to involve itseif in

APPENDIX Il

INFORMATION TO BE FILED
8y
NORTHERN CANADA POWER COMMISSION
PERTAINING TO THE
NATIONAL ENERGY BOARD
INQUIRY
ON

NORTHERN CANADA POWER COMMISSION

: March 1983
The Northern Canada Power Commission is requested
to provide information pertaining to its operations
giving details as follows:

- determination of use and usefulness of
equipment
- plant additions/retirements.

¥
2. An examination of rate of return on rate base mat-
ters including:
- capital structure
- cost of capital for each type of capital
- possible role of equity capital.

3. Determination of the revenue requirement for the
test year based on a review inter alia of the follow-
ing cost of service items:

- operating and maintenance expenses

(1) As per Attachment A in respect of:

(a) Yukon Territory Rate Zone

(b) Northwest Territories Rate Zone

(c) Field,B.C.

(d) Head Office, Edmonton, Alberta, and

(e) Northern Canada Power Commission -
consolidated. r

(2) As per Attachment B in respect of:

- fuel costs
- engineering and general administration (a) Yukon Territory Rate Zone in total, and where
' expenses applicable, details for:
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(i) the Regional Office, and
(ii) eachservice area

- Aishinik - Wiilehoisé - Faio Sysism
- Dawson
- Johnson's Crossing
- Mayo
(b) the Northwest Territories Rate Zone in total
and where applicable details for:

(i) the Regional Office, and
(ii) the following service areas

- Snare-Yellowknife System
- Taltson System
- Inuvik

- Rankin Inlet
- Frobisher Bay

- Cambridge Bay

(3) Copy of the annual report for the year 1982-83
when available.

The Commission is also requested to file with the Na-
tional Energy Board one copy of the items listed At-
tachment C.

Attachment A

FINANCIAL STATEMENTS

The following financial statements are required for
each rate zone, etc. (a) covering all utility services,
and (b) for only the electric utility function; in respect
of a base year of 1 April 1982 to 31 March 1983 and a
test year of 1 April 1983 to 31 March 1984:

(1) Balance sheets as at the beginning of the base
year and pro-forma balance sheets as of the begin-
ning and end of the test year.

(2) Schedules of estimated income, operating
revenue, and surplus or deficits for the base year
and test year.

(3) Statements of projected changes in financial posi-
tion for the base year and statements of projected
charges in financial position for the year year.

Attachment B

DETERMINATION OF RATE BASE

(1) A summary as per Schedule 1 attached, showing
the capital invested in assets at each location,
categorized by class of asset, as at the end of the
base year and test year, total adjustments during
the test year, and the projected test year average
amounts for the following categories:

(a) Fixed Plant and Other Assets

(a) Electric Power and Support Facilities
(b) Transmission and Distribution Facilities
(c) Other

- related accumulated depreciation
- net book value

) Working Capiiai
(a) Provision for Cash Requirements
(b) Material and Supplies Inventories
(c) Prepaid Expenses

(d) Other Relevant Working Capital Compo-
nents for an Electric Utility.

(c) Other Miscellaneous Rate Base items for Elec-
tric Utilities

(2) Supporting schedules for each rate base item
listed in (1), showing the balance in each of the
beginning and end of the base year and test year,
details and explanations of adjustments to the
booked amounts and the projected test year aver-
age amounts, and proposed additions or deletions
of plant or plant material and operating supplies,
supported by sufficient data to reasonably
demonstrate that the inclusion thereof in the rate
base is justified.

(3) Details of:

(i) every completed addition to plant in the base
year and any additions to plant expected to be
completed in the test year.

(ii) all retirements, if any, in the base year and ex-
pected retirement in the test year including
the following information in respect of the
retirement of individual items, the original cost
of which is in excess of $25,000:

(a) description

(b) date of disposal

(c) original cost or expenditure
(d) accumulated depreciation
(e) netbook value

() salvage value, and

(g) reasons for disposal

(iii) all disposals having an original cost of less
than $25,000 may be aggregated into a mis-
cellaneous category for which only the follow-
ing need be provided:

(a) original cost

(b) accumulated depreciation
(c) net book value

(d) salvage value

(iv) generation plant under construction at the end
of the base year, not included in subparagraph
(i) as plant expected to be completed in the
test year, listing projects by amount expended
and estimated completion date.

(4) Details of any amount booked in the Electric Utility
Assets Control Ledgers of any plant that is not cur-
rently used in electric utility operations, setting out
a brief description of the plant, including its
location, the original cost, accumulated




depreciation, net book value and expected salvage
value, if any, and indicating why the plant is not
used, and the likelihood that it may be used in the
future.

(5) The depreciation methods used to determine the
projected depreciation expense of the test year, a
list of the depreciation rates applied to assets de-
preciated on a straight line basis, and a detailed
explanation of any changes in the rates. An expla-
nation of the annuity method of depreciation as
used by NCPC and the resultant rates.

(6)A summary showing separately for each non-
electric utility service (heating or water and
sewerage), if any, the booked amounts at the end
of the base year and test year, total adjustments
during the test year, the accumulated depreciation
and amortization, the net book value, and the pro-
Jected test year average amounts.

MAJOR CAPITAL ADDITIONS

Indicate for each major capital addition after 1 April
1973 (in excess of $1 million) the following:

() adescription of the addition,
(ii) the principal purpose of the addition, and

(iii)the cost of the addition by major cost component
as available.

DEBT CAPITAL
AND CONTINGENCY

Debt Caplta!

A summary for the test year as per Schedule 2
attached, that shows an analysis of the weighted aver-
age cost of debt capital projected to be outstanding
during the test year and showing in supporting
schedules details by rate zone and selected plants of
the following:

(i) terms and conditions of loans outstanding, includ-
ing principal repayment schedules and applicable
interest rates,

(i) a reconciliation of Debt Outstanding to assets in
place,

(iii)a schedule of principal and interest payments to
be made during the test year.

Contingency

A schedule providing for the test year an explanation
for the following:

(i) the need for a contingency,
(ii) the determination of the contingency,
(iii)the amount of the contingency applied for.

Showing senarately for Electricity, Heat, Water an

Sewer, etc. as per Schedule 3 attached.
(1) A summary of the projected test cost of service

COST OF SERVICE - REVENUE REQUIREMENTS

(Excluding Return)

Vol
1%

showing in columnar form the forecast test year
amounts, corresponding projected amounts,
where applicable, for the base year, and the dif-
ference between the test year and base year
amounts for the following components:

(i) operating and maintenance expenses |
(a) salaries and wages |
{(b) employee benefits |
(c) fuel and lubricants |
(d) maintenance |
(e) employee housing |
(t) supportfacilities |
(g) direct plant administration |
(h) Head/Regional Office Administration |
(i) others |

(ii) depreciation and amortization of plant

(iii) taxes, property or grants in lieu of taxes, other
than income taxes, if not included under ()
above

\
|
{iv) other relevant cost components |
|
Less :

(v) other income, and miscellaneous operating
revenues, i.e. connection charges, interest
income, etc.

(2) A schedule for each cost component of the pro-

jected test year cost of service showing in colum-
nar form the items making up the total of the
components in subsection (1). Each schedule to
show line-by-line by category within the compo-
nent the following:

(i) the test yearamounts,
(i) the base year amounts, and

(iii) the difference between the test year and base
year amounts.

(3) An expianation to justify each projected test year

amount, and, where necessary, calculations, for all
significant changes indicated in the difference
columns provided under subsection (2). The expla-
nation should show the effect of:

(i) changes in load forecasts and load
characteristics,

(i) changes in prices, \
(i) changes in wage and salary rates, ‘

(iv) changes in number and utilization of
employees, and

(v) other factors.



Other relevant information, including historical
details of projects, errors in budgetary and load
forecasting and the effect on rate structure and the
Commission's policy on the sale of interruptible
power.

{4) Details of requirements to be fulfilled by your in-
dustrial customers to be eligible for your service
(e.g. power factor, connection charges. etc.).
Submit, if possible, any documents or contracts
with large industrial customers.

{6) Supporting detailed schedules of diesel fuel costs,
for both the base year and test year indicating the
following:

(i) type of fuel,

(li) source of supply,
(it) cost of fuel, and

(iv) amount of fuel held in inventory to serve peak
load season for all locations using oil for
generation.

Supported by a summary of major long term fuel
contracts and an estimate of expected escalations
of fuel price in each location.

Any other relevant information, such as transporta-
tion costs, territorial taxes and/or subsidies.

(6) For locations where diesel exhaust heat is used for

heating purposes, provide:

() additional capital cost of heat recovery
system, indicating if included in “Fixed Plant
and Other Assets" on Page 1 of this Appendix,

(i) any costs incurred in the operation and main-
tenance of these facilities, and

(iii) any revenues received arising from the opera-
tion of these facilities.

RATE DESIGN, RATES, AND TARIFFS

(1) A concise description of NCPC's electric utility
system and operations by zone, including a single
line diagram of the interconnected systems in
Yukon and NWT indicating the voltage levels and
lengths of primary lines. Also indicate the number
and class of consumers in different voltage levels.
For isolated and remote generation, provide a
schematic single line diagram or in lieu thereof in-
dicate the voltage level of generation and the vol-

tages of transmission and distribution along with
the length of lines and the number of consumers at

primary and secondary voltage levels. For inter-
connected systems and selected plants provide

typical weekday and weekend load shapes for the
peak load season as well as the low load season.

If possible, indicate the seasonal load factors in
other locations.
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(2) Indicate the amount of electrical energy, if any
used for space heating in all the locations served
by you or by your wholesale purchasers.

(3) Details of the Commission’s proposed test year
rate design for each zone with explanations of any
changes in rate design from that currently in effect
including:

a description of the "Fully Distributed Cost
Study” employed by NCPC to allocate the pro-
jected 1083/84 revenue requirement to (a)
each zone (b) each specific service area
within each zone, and (c) by rate group, provid-
ing 1illustrative examples, including, where
necessary,

~

the method used to assign the cost of sefvice
to different consumers, including detalls of
allocation of demand and energy charges to
customer classes such as industrial, domestic
and commercial. Include particulars of any his-
torical influence of recommendations of the
Territorial PUBs in regard to these allocations.

(a

(b) the method used, if any, to allocate demand-
related costs between the energy and demand
components clearly indicating if such alloca-
tion is based on load factor, diversity factors,
etc.

{c) the rationale of calculating the allotment of
hydro energy to your wholesale customers
(Yukon Electric, etc.), particularly in low water
years.

(d) the method of classification and allocation of
energy-related costs.

(e) the method of calssification and allocation of
customer-related costs.

() the rates for each rate group if the cross-
subsidization currently reflected in the govern-
ment rates is removed.

~

the methods used to allocate costs which are
not directly assignable to each service,
electric, heating, and sewer and water.

(@

(h) an example, if possible, of how the loss of
revenue due to mine closures impacts on the
rates of other consumers.

(4) Indicate to us your most recent long term and
short term load forecasts along with any commit-
ted and planned generation additions over the
next 10 years.
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Particulars
(b)
ELECTRIC UTILITY S8ERVICE
Plant in Service

. Electric Power and

Support Facilities

Transmission and
Distribution Facilities

Other Facilities

Accumulated Depreclation

Electric Power end
Support Facilities

Transmission and

Distribution Facilities
. Other Facilities

. NET PLANT

. Allowance for Working Capital
. Total Electric Utility Rate Bese
. OTHERUTILITY SERVICES

. HEATING SERVICE

Plant in Service

. Accumulated Depreciation

. Net Plantin Service

. Allowance for Working Capital
. TOTAL HEATING RATE BASE
. SEWERAGE AND WATER

SERVICES

. Plant in Service
. Accumulated Depreciation

. Net Plant in Service

. Allowance for Working Capital

. Sewerage and Water.Rate Base
. TOTAL PLANT RATE BASE

Norihern Canada Fower Commission

Determination of rate base

(By rate zone and selectpd plante)

-

BASE PERIOD

Beginning End of
of Period Period

()

()

Aversge
(o)

TEST PERIOD
Beginning Endof
of Period Period

(U] ®
—rZ o
— ——

Schedule 1

Aversge
()}




Schedule 2

NORTHERN CANADA POWER COMMISSION

BBNA EABLMA BUMDERNEN ANOT
TIIN WO T R W e W

OF LONG TERM DEBT

TEST YEARAS AT

Interest Annual

Line No. Description Aprii1 March31 Aversge Rste Cost
@) b) (c) (a) te) [L}} ()]

Totat

I

Schedule 3

NORTHERN CANADA POWER COMMISSION

COST OF SERVICE - REVENUE REQUIREMENT
(BY RATE ZONE AND SELECTED PLANT:)

LineNo. PARTICULAR
10} () tc) @ (Y]
ELECTRIC UTILITY
SERVICE

Cost of Service

Opetating and Maintenance

Salaries and Wages
Employee Banstits
Fuel and Lubrnicents
Mainienance
Employee Housing
Support Facilities
Durect Plant
Adminiatration
Head/Regional Otfice
Adminisiration
Others

Depreciation

Taxes, othet than income Taxas

Othet telavant cost components

Less Miscelisneous Revenue )

Net Costof Service — -— —
interest Expense Contingency p— u— —
TOTAL REVENUE REQUIREMENT — — J—
WHERE APPLICABLE A SIMILAR BREAKDOWN FOR

1. HEATING SERVICE
2. SEWAGE AND WATER SERVICES

Attachment C

1. NCPC Proposed Rate Adjustments:

(a) Yukon Territory Rate Zone —
effective April, 1983

BASEYEAR ADJUSTMENTS TESTYEAR

(b) Northwesl Territories Rate Zone —
effective April, 1983

(c) Yukon Territory Rate Zone —
effective April, 1882

(d) Northwest Territories Rate Zone —
effective April, 1882

2. NCPC Annual Review for the following years

(a) Year Ended March 31,1978
(b) Year Ended March 31,1879
(c) Year Ended March 31, 1980
(d) Year Ended March 31, 1981
(e) Year Ended March 31, 1882

3. Ermnst & Whinney report prepared for NCPC

(a) “Analysis of the Factors that Should be Consid-
ered in Developing a RateRationalization Pro-
cess for the Northwest Territories" — January
1982.

(b) “Peport on the YukonElectric Public Utilities
Board Concerns as Expressed inOrder
1981-2", — May 1982.

4. Submission of Northern Canada Power Commis-

sion “In the Matter of a Public Hearing before the
Yukon Electrical Public Utilities Board to examine
the questionof an appropriate electricity rate struc-
ture for Yukon”" — March 15, 1983.

5. NCPC prepared Fully Distributed Cost Summary

— 1982-83, based on forecast figures from the
1981-82 Energy and Load Forecast

(a) Printout - dated 1982.06.21
(b) Print out - dated 1883.01.20

6. Hildebrandt-Young & Associates Ltd. reports pre-

pared for NCPC

(a) "Update: Market Forecast, Electric Energy Re-
quirements in the Northwest Territories,
1981-82 - 2001-02".

(b) “Update: Market Forecast, Electric Energy Re-
quirements in Yukon, 1981-82 -2001-02".

APPENDIX Il

DOCUMENTS IN THE PUBLIC DOMAIN WHICH

1.

MAY BE REFERRED
TO THE NATIONAL ENERGY BOARD'S INQUIRY

Canada. Parliament. House of Cqmmons. Standing
Committee on Indian Affairs and Northern
Development. Subcommittee on the Northern
Canada Power Commission. Electrical Power
North of 60 Degrees: Report of the Subcommittee
on the Northern Canada Power Commission.
Ottawa, 1982. (Penner Report.)

2. Canada. Task Force on Electrical Energy Costs in

the North. Report. Ottawa, 1976. (Indian Affairs
and Northern Development.)




Appendix |l

ORDER NO. PO-1-EHR-1-83

IN THE MATTER OF the National Energy Board Act

and sections 22(2) and 20(3) thereof;

IN THE MATTER OF an inquiry into matters relating
to the Northern Canada Power Commission under
File No. 1310-6.

B E F O R E the Board on Tuesday, the 18th day of
April 1983.

WHEREAS by Order No. EHR-1-83 the Board ad-
vised that a public hearing would be held to inquire
into and report on matters relating to the Northern
Canada Power Commission (“NCPC");

AND WHEREAS by paragraph 14 of the said
Order the Board stated that Procedural Orders would
be issued with respect to the conduct of the hearing;
IT IS ORDERED THAT the following rules and proce-
dures will apply to the public hearing into matters
relating to NCPC:

1. PURPOSE
The purposes of these rules are:

(a) to promote public understanding of the nature
of the proceedings, and to facilitate meaning-
ful participation in the proceedings by all inter-
.ested persons, and

(b) to seek to make the hearings as orderly and
efficient as possible.

These rules are issued as a statement of how the
Board proposes to conduct its proceedings although
the Board may from time to time consider it necessary
to depart from, amend or supplement these rules. Any
matter of procedure not dealt with by these rules will
be decided by the Board as the need arises.

2. ORGANIZATION AND SCHEDULING
_The hearing will involve sessions in the following loca-
tions on the dates specified:
(a) ‘Whitehorse — Rendez-vous Room of the Kion-
dike Inn commencing 6 June 1983
(b) Yellowknife — Katimavik Room of Explorer
Hotel commencing 13 June 1983
(c) Fort Smith — Royal Canadian Legion 20 June
1983
(d) Inuvik — Eskimo Inn 22 June 1983
(e) Arctic Red River — Community Hall 23 June
1983
(f) Frobisher Bay — Navigator Inn 5 July 1983
(g) Pangnirtung — Peyton Enterprises Lodge
6 July 1983
(h) Rankin Inlet — Rankin Inn Lodge 8 July 1983
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(i) Baker Lake — Resource Centre 8 July 1983

() Cambridge Bay — Cambridge Bay Co-Op
11 July 1883

(k) Yellowknife — Katimavik Room of the Explorer
Hotel commencing 13 July 1983
(for tinal submissions and argument if any)

The Board will not sit during the week of 27 June
1983.

The hours of sitting will be from 9:00 a.m. to
12:30 p.m. and from 2:00 p.m. to 5:00 p.m. Hearing
hours may be extended as required.

In each of the above locations, principal examina-
tion of subject matters will be as indicated in para-
graph 3 of Order No. EHR- 1-83, namely

a) Whitehorse — site specific matters relating to the
Yukon rate zone, the effect of allocation of head
office administration costs and return on rate base
on costs in the Yukon rate zone, and general policy
matters.

Yellowknife — site specific matters relating to the
Yellowknife service district, the effect of allocation
of head office administration costs and return on
rate base on costs in the N.W.T. rate zone and
general policy matters. Detailed examination of
head office administration costs will also take
place in Yellowknife.

other locations — site specific matters relating to
the particuiar service district in which the hearing
is being held, the etfect of allocation of head oftice
administration costs and return on rate base on
costs in the particular service district, and general
policy matters.

b)

~

c

The order of hearing evidence and submissions in
each of the locations will be as follows:

(a) Direct evidence of NCPC.

(b) Cross-examination of NCPC witnesses by submit-
tors in accordance with a list to be distributed on
the opening day of the hearing in each location, fol-
lowed by Board Counsel.

(c) Direct evidence and submissions of submittors in
accordance with the list referred to in (b).

(d) Cross-examination of submissions by other
submittors, NCPC, and Board Counsel.

3. EVIDENCE
The subject matters of the inquiry are set out in
Appendix | of Order No, EHR-1-83. The Board will
hear any evidence or views relevant to these
matters.
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All testimony shall be given under oath or
sffirmation. Persons wishing to give testimony and
not having legal counssl may request the assis-
tante of Board Counse!.

To expedite the hearing, parties are requested,

-wieie possidie, io make use of ihe writien question

and enswer procedure set out in paragraph 8 of
Ordet No. EHR-1-83.

FINAL SUBMISSIONS

Any party wishing to make final submissions on
sny matters relating to the inquiry may do 8o by
way of oral presentation in Yellowknife commenc-
ing 13 July 1983 or by way of written submission,
to be filed with the Board not later than 18 July
1983.

30

8. COMMUNICATION WITH THE BOARD

All communications with the Board must be
through the Secretary (Tel. (613) 996-2174) or
Board Counsel (Tel. (813) 995-2585).

DATED at the City of Ottawa, in the Province of
Oniario, this 19th day ot April 1983,

NATIONAL ENERGY BOARD

G. Yorke Slader
Secretary
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NS . SUMMARY OF THE }
2 NATIONAL ENERGY BOARD REPORT

ON THE
NORTHERN CANADA POWER COMMISSION

In the spring of 1983, the National Energy Board held hearings across
the N.W.T. and the Yukon Territory on N.C.P.C. Their job was to advise
the Minister of Indian and Northern Affairs rn the right way to regulate
N.C.P.C. and how the rates should be figurer out and charged. The
Honourable Richard Nerysoo gave the N.W.T.'s position. His major
recommendations were that:

1. N.C.P.C. should split into two companies, one serving the N.W.T.
and the other serving the Yukon.

2. The N.W.T. company should move its Head Office and its people
to the N.W.T. These changes would make N.C.P.C. pay more
attention to its customers.

3. The loans of N.C.P.C. should be forgiven or in the least,
converted to equity. This would help make N.C.P.C. financially
healthy.

4. N.C.P.C. should be regulated by the N.W.T. Public Utilities
Board. This would make N.C.P.C. accountable to the N.W.T. people.

5. Ownership of N.C.P.C. should be transferred to the territorial 2
government.

The National Energy Board did not accept this advice. Their major
recommendations were that:

1. N.C.P.C. should be kept as one company owned by the federal government.
2.  The Head Office of N.C.P.C. should remain in Edmonton.
3. Some loans should be forgiven and some equity should be created.

4. Regulation such as approval of rates and new electrical projects,
should be by a federal agency.



