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1.0 EXECUTIVE SUMMARY 

1. Qulliq Energy Corporation (QEC), as a designated utility, is required pursuant to 

Section 12 of the Utilities Rates Review Council Act (URRC Act), to seek approval 

from the responsible Minister prior to imposing a rate or tariff.  

2. By letter dated March 24, 2022, QEC applied to the Minister Responsible for QEC for 

approval of QEC’s 2022/23 general rate application (GRA). The GRA was for approval 

of the forecast revenue requirement for the 2022/23 test year of $144.015 million, and 

the transition from the existing rates structure to a Nunavut-wide levelized rate 

structure. The amount to be collected from customers through the Nunavut-wide rates 

is forecast to be $141.504 million (i.e., revenue requirement of $144.015 less non-

electricity revenues of $2.511 million). By letter dated March 24, 2022, the Minister 

Responsible for QEC requested advice from the Utility Rates Review Council of 

Nunavut (URRC) with respect to QEC’s application. 

3. The URRC’s consideration of these matters and recommendations are set out in the 

report. In summary, the URRC recommends: 

a. That the 2022/23 forecast revenue requirement be approved subject to the following 

recommendations: 

i. That QEC adjust its fuel efficiency forecast methodology to include the 

estimated fuel efficiency for new or materially altered power plants for the 

first three years of operation. After the three-year period, the use of the 

three-year weighted average method would be reasonable.  

ii. That QEC estimate site restoration expenses based on the work it plans to 

undertake in the test year. 

b. That the transition to Nunavut-wide rates be approved subject to the following 

recommendations: 

i. That QEC move at least one third of the way toward full revenue coverage 

with respect to demand and customer charges. Similar to how QEC limited 

the increases on non-government customers to 5.1 per cent, the URRC 

recommends that QEC increase demand and customer charges in a manner 



 
 

Page 2 

that limits the overall bill impacts to 5.1 per cent for non-government 

customer rate classes.  

ii. That QEC create Municipal Tax-Based and Municipal Non-Tax-Based rates. 

For the purposes of the general rate application, the Municipal Tax-Based 

rate(s) for the City of Iqaluit could be determined similarly to the 

non-government rate(s).  

iii. The URRC recommends that the new Municipal Tax-Based rate should see 

the same 5.1 per cent increase as all other non-government customers. The 

URRC also recommends that other government and Municipal 

Non-Tax-Based customer rates be adjusted to recover the shortfall that will 

result from reclassifying the City of Iqaluit government customers.  

iv. That, in the event QEC does not create Municipal Tax-Based and Municipal 

Non-Tax-Based rates, the shortfall created by the City of Iqaluit 

reclassification be allocated to all other government accounts in the manner 

proposed by QEC. 

v. That QEC monitor the impacts of the proposed transition to Nunavut-wide 

rates (including the reclassification of City of Iqaluit accounts) and reassess 

based on the Government of Nunavut’s response and/or adjustments made to 

how it funds hamlets. Further, if adverse outcomes are observed, QEC make 

an application to address such impacts. 

4. Further recommendations are included in Section 7.0 at the end of the report. These 

recommendations primarily relate to improvements to future GRAs and information 

that would be of assistance to the URRC. 

5. In Section 7.0 the URRC also directed QEC to submit annual reporting, including 

regulatory schedules (similar to what was submitted as GRA schedules 3.1 through 

6.4), System Average Interruption Duration Index (SAIDI)/ System Average 

Interruption Frequency Index (SAIFI) information, and staffing levels (full-time 

equivalent complement and vacancies) and other information of regulatory 

significance should commence after the end of the 2022/23 fiscal year. The URRC 

directs that reporting be submitted within 180 days of the end of the fiscal year for 
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information purposes in accordance with URRC Rules of Procedure and Practice and 

Rate Setting Guidelines (March 2007, page 16). 
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LIST OF ABBREVIATIONS 

AEF Arctic Energy Fund 

CIPP Commercial and Institutional Power Producer 
COS Cost of Service 

FTE Full-Time Equivalent 
FSR Fuel Stabilization Rate 

GN Government of Nunavut 
GRA General Rate Application 

IPP Independent Power Producers 
IR Information Request 

kW Kilowatt 
kWh Kilowatt-Hour 

MPPA Major Project Permit Application 
NESP Nunavut Electricity Subsidy Program 

NNC Nunavut Nukkiksautiit Corporation 
O&M Operation and Maintenance 

PSAS Public Sector Accounting Standard 
QEC Qulliq Energy Corporation 

RCC Revenue Cost Coverage 
ROE Return on Equity 

SAIDI System Average Interruption Duration Index1 
SAIFI System Average Interruption Frequency Index2 

UPC Use/Usage-Per-Customer 
URRC Utility Rates Review Council of Nunavut 

URRC Act Utility Rates Review Council Act 
 

 
1 SAIDI - SAIDI is the average outage duration for each customer served (usually measured in minutes or hours 

over the course of a year).  
2 SAIFI - SAIFI is the average number of interruptions that a customer would experience (usually measured in 

units of interruptions per customer over the course of a year). 
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2.0 BACKGROUND 

6. Qulliq Energy Corporation (QEC), as a designated utility, is required pursuant to 

Section 12 of the Utilities Rates Review Council Act (URRC Act), to seek approval 

from the responsible Minister prior to imposing a rate or tariff. In this regard, 

Section 12 of the URRC Act provides for the application for approval of a rate or 

tariff as follows: 

(1) A designated utility that desires to impose a rate or tariff shall make an 
application in writing to the responsible Minister for approval of the rate or tariff. 
 
Request for advice of Review Council 
(2) Within 15 days of receiving an application under subsection (1), the 
responsible Minister shall request the advice of the Review Council. 
 
Notice to elected officials 
(3) The responsible Minister shall give reasonable notice of a request for advice 
under subsection (2) to mayors and members of the Legislative Assembly who 
represent a municipality or constituency where the residents, in his or her opinion, 
are likely to be affected by the rate or tariff. 
 

7. Section 7(e) of the URRC Act states, among others, the purposes of the Utility Rates 

Review Council of Nunavut (URRC) are to advise the responsible Minister of a 

designated utility concerning the imposition of rates and tariffs in accordance with 

sections 11 to 18 (of the URRC Act). 

8. Section 13(2) of the URRC Act states, among others, the URRC shall have regard to 

whether the proposed rate or tariff is fair and reasonable, considering: 

a. The cost of providing the service, including related financing costs.
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9. By letter dated March 24, 2022, QEC applied to the Minister Responsible for QEC for 

approval of QEC’s forecast revenue requirement for the 2022/23 test year of 

$144.015 million, and the transition from the existing rates structure to a Nunavut-wide 

levelized rate structure. The amount to be collected from customers through the 

Nunavut-wide rates is forecast to be $141.504 million (i.e., revenue requirement of 

$144.015 less non-electricity revenues of $2.511 million). By letter dated 

March 24, 2022, the Minister Responsible for QEC requested advice from the URRC 

with respect to QEC’s application. The URRC’s consideration of these matters is set 

out in this report. 
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3.0 PARTICULARS OF THE APPLICATION 

10. QEC submitted its combined Phase 1 and Phase 2 general rate application (GRA or the 

Application) for the 2022/23 test year and applied, pursuant to Section 12 of the 

URRC Act, for an instruction or instructions by the responsible Minister:  

a. Approving QEC’s forecast 2022/23 test year revenue requirement of 

$144.015 million. The amount to be collected from customers through the 

Nunavut-wide rates is forecast to be $141.504 million (i.e., revenue requirement of 

$144.015 less non-electricity revenues of $2.511 million). 

b. Approving QEC’s proposed rates effective October 1, 2022, as set out in 

schedules 8.1 and 8.2. 

c. For any other instructions within the responsible Minister’s authority as QEC may 

request and the responsible Minister determines proper. 

11. QEC provided an overview, background and a summary of its history in the 

Application. QEC noted that it is the only generator, transmitter and distributor of 

electrical energy for retail supply in Nunavut’s 25 communities. QEC noted that 

demand in those communities ranged from approximately 200 kilowatts (kW) at 

Grise Fiord to 10 megawatts at Iqaluit. 

12. QEC noted that it has approximately 15,500 customers, serving a population of about 

39,000 people located in an area of approximately 2.1 million square kilometres. QEC 

also noted the challenges posed by low customer densities, the unique and harsh 

environment it operates in and that it is the only energy corporation in Canada without 

significant local energy resources or regional electricity transmission capability. QEC 

further noted that it has a substantial dependency on fossil fuels. 
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3.1 REVENUE REQUIREMENT 

13. As noted above, QEC requested approval, from the responsible Minister, of a forecast 

revenue requirement for the 2022/23 test year of $144.015 million, which would result 

in a shortfall of $6.6 million based on revenue at existing rates, as reflected in Table 5.1 

from the Application: 

Table 5.1 
Variance from Revenues at Existing Rates 2022/23 ($000s) 
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14. The forecast revenue requirement of $144.015 million is about $11.1 million higher 

than that requested in the 2018/19 GRA primarily due to increases in non-fuel operation 

and maintenance (O&M) expenses ($4.5 million), production fuel ($2.7 million), and 

fixed asset amortization ($3.0 million). The increase in costs is partially offset by higher 

revenues at existing rates ($4.6 million), primarily due to load growth. The shortfall of 

$6.6 million results from these forecast changes since the 2018/19 GRA as reflected in 

Table 5.2 from the Application: 

Table 5.2 
Variance from Revenues at Existing Rates 

2018/19 GRA Forecast Compared to 2022/23 ($000s) 
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15. For continuity, QEC also provided the actual/forecast revenue requirement for each year 

from 2018/19 to 2020/21, and the GRA forecast as Schedule 4.1 from the Application: 

Schedule 4.1 
Qulliq Energy Corporation 2022/23 General Rate Application 

Revenue Requirement ($000) 

 

16. QEC noted some of the challenges and opportunities it is facing, along with measures 

it has taken to mitigate impacts on its customers. QEC also summarized some of the 

initiatives it continues to explore regarding renewable energy sources and conservation 

initiatives. Some of these include the net metering program, the commercial and 

institutional power producer (CIPP) program, the LED street light replacement 

program, and a 500-kW solar panel installation with storage capacity at the Kugluktuk 

power plant. 

17. QEC submitted that it has improved the fuel efficiency at its power plants. QEC 

forecast an increase to 3.77 kW per litre of diesel in 2022/23, up from 3.71 kW in 

2014/15 and 3.76 kW in 2018/19. QEC noted this would result in reduced consumption 

of about 100,000 litres of diesel (or $94,000) for the 2022/23 forecast. 
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18. QEC also noted that its station service rate had improved due to a variety of initiatives 

and plant upgrades. The forecast station service rate of 3.1 per cent of generation in 

2022/23 is improved from 3.3 per cent in 2018/19 and 3.5 per cent in 2014/15. 

19. QEC provided some narrative and analysis in support of each major revenue and 

expense category in the Phase 1 portion of the GRA. Some of the largest changes are 

summarized below. Each revenue and expense category will be examined later in this 

report based on information provided in the Application and responses to URRC 

information requests (IRs). 

20. The forecast 2022/23 non-fuel O&M expenses increased approximately $4.446 million 

from the approved 2018/19 GRA. This was mainly due to general inflationary pressures 

and increased salaries and wages from organizational restructuring and labour 

agreements. 

21. The forecast 2022/23 fuel and lubricants expense increased $2.723 million from the 

approved 2018/19 GRA primarily due to increased sales and diesel fuel prices, partially 

offset by improved fuel efficiency as noted above. 

22. The forecast amortization and return on rate base increased by $3.103 million and 

$0.940 million, respectively, from the approved 2018/19 GRA. This was mainly due to 

increased investments made to replace aging power plants and other electricity 

infrastructure in order to maintain safe and reliable service to QEC’s customers. 

QEC also provided details regarding capital expenditures from 2018/19 through the 

2022/23 forecast years. 

23. The forecast revenues at existing rates increased by $4.573 million from the approved 

2018/19 GRA. This was mainly due to increased domestic and commercial customers. 

QEC identified some of the communities that had experienced increased and/or 

decreased sales. QEC noted that changes were reflective of recent population growth 

trends, housing development and economic activity. 
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3.2 RATE DESIGN 

24. QEC noted that in a Ministerial Instruction dated May 30, 2018, it was instructed to 

work with the Government of Nunavut (GN) Department of Finance in reviewing the 

existing Nunavut Electricity Subsidy Program (NESP) for the purpose of developing a 

rate structure that ensures the needs of all Nunavummiut are taken into consideration.  

25. QEC proposed a transition from the current community-based rate structure to a 

Nunavut-wide levelized rate structure (sometimes referred to as “postage stamp rates”). 

Under Nunavut-wide rates, all customers in the same rate class would pay the same 

rates, in all communities throughout Nunavut. QEC submitted that this approach is 

better aligned with GN policy objectives and Inuit societal values. QEC also noted it is 

consistent with the URRC’s recommendation in Report 2018-013 of adopting higher 

revenue to cost coverage (RCC) ratios for government customers with a view to 

minimizing the effects of high rate increases on investment and economic growth in 

Nunavut. 

26. QEC proposed to change its rates so that the forecast revenues would match the forecast 

costs. This would require additional revenue of $6.6 million. QEC proposed to collect 

the shortfall by adjusting base energy rates, while maintaining existing customer and 

demand charges. The average increase in base energy rates is 5.1 per cent. QEC 

proposed that the new rates be implemented effective October 1, 2022. For additional 

information about the changes to the different domestic and commercial rate classes, 

please refer to Schedule 8.1 from the Application.

 
3 Report 2018-01, Qulliq Energy Corporation’s 2018/19 General Rate Application. 



 
 

 

Schedule 8.1  
2022/23 Rate Proposal 
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27. QEC provided its proposed street light rates, reflecting its ongoing LED conversion 

program. The rates for all types of street lights will increase by 5.1 per cent, noting that 

the rates for LED fixtures were already level across all communities. The rates were 

provided in Schedule 8.2 from the Application. 



 
 

 

Schedule 8.2 
2022/23 Rate Proposal – Street lights 
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28. The GRA application includes QEC’s estimates of the bill impacts for the different 

customer classes using the proposed Nunavut-wide rate structure, assuming monthly 

consumption of 1,000 kilowatt-hour (kWh) for domestic customers and 2,000 kWh for 

commercial customers.  

29. Bill impacts from changing the existing rates to the proposed rate structure for the 

above-mentioned assumed monthly consumptions are summarized in Table 8.4 from 

the Application. 

Table 8.4 
2022/23 Rate Proposal Bill Impacts Over the Existing Rates 

 Iqaluit Average Bill Changes All Other Communities Average Bill 
Changes 

Non-government Domestic - NESP 
Subsidized 

Increase of 5.1% Increase of 5.1% 

Non-government Domestic - 
Unsubsidized 

Increase of 5.0% Decrease of 46.2% (Kugaaruk) to 
Increase of 1.5% (Rankin Inlet) 

Non-government Commercial  Increase of 4.9% Decrease of 3.9% (Rankin Inlet) to 
54.0% (Whale Cove) 

Government Domestic Increase of 57.8% Decrease of 36.7% (Whale Cove) to 
Increase of 52.5% (Rankin Inlet)  

Government Commercial Increase of 68.8% Decrease of 31.3% (Whale Cove) to 
Increase of 49.3% (Igloolik)  

 

30. QEC also provided an estimate of the bill impacts by community in Schedule 8.4 from 

the Application. This was again based on the assumed monthly consumptions. 



 
 

 

Schedule 8.4 
2022/23 Rate Proposal Bill Impact Estimates* 

 
* Based on monthly consumption of 1,000 kWh for domestic customers and 2,000 kWh for commercial customers. 
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31. QEC noted that non-government bill increases will be limited to 5.1 per cent. 

Non-government customers receiving a territorial electricity subsidy (assuming no 

changes to the GN-controlled NESP) will see increases of approximately 

$11 per month, while those not receiving a subsidy will see decreases in their monthly 

bills in 23 of the 25 Nunavut communities. 

32. QEC noted that non-government commercial customers will see decreases in their 

monthly bills in all communities except the City of Iqaluit. In the City of Iqaluit, the 

bill increases will be 4.9 per cent, or approximately $52 per month. 

33. QEC submitted that it referred to its cost-of-service (COS) study as an important input 

to its rate design, however it also considered other economic, policy and administrative 

objectives. QEC stated its rate design objectives for the 2022/23 GRA were: 

a. Rates must be set to recover the revenue requirement of $141.5 million 

(i.e., revenue requirement of $144.015 less non-electricity revenues of 

$2.511 million). 

b. Implement Nunavut-wide rates. 

c. Move toward a 95-105 per cent RCC ratio for each rate class. 

d. Administrative efficiency. 

e. Focus rate adjustments on the energy portion of the rate. 

f. No bill increases to non-government customer classes resulting from transitioning 

to a Nunavut-wide rate structure. 

34. QEC submitted that it considered alternative rate structures but it recommended 

approval of its proposed approach. QEC stated it could be fully implemented 

independently with respect to existing government subsidy programs and policies and 

was in compliance with the URRC Act. The proposed approach would also be easier 

to manage within QEC’s existing billing system, and is easier to understand for QEC 

customers and staff. 
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35. QEC provided additional narrative and analysis in support of the rates in the Phase 2 

portion of the GRA. The proposed rates and billing impacts are summarized above. The 

URRC has not repeated all of that material in this report. The rate design will be 

examined later in this report based on information provided in the Application and 

responses to URRC IRs. 
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4.0 PROCESS 

4.1 MAJOR OR MINOR APPLICATIONS 

36. Under the URRC Act, it is directed that at the sole discretion of the URRC, the URRC 

shall determine whether an application is either minor or major for the purposes of 

determining the time required for processing of the application; a minor application 

provides for a time limit of 90 days for the URRC to report to the responsible Minister 

while a major application provides a time limit of 150 days. The URRC considered the 

significant effects on both the revenue requirement and rate design across all of 

Nunavut proposed in the subject Application, the need for IRs and responses, and the 

need for submissions from the public. As a result, the URRC determined to treat the 

Application as a major application. 

37. The URRC determined that the 150-day deadline for submitting its report to the 

responsible Minister would be August 19, 2022. 

4.2 PUBLIC PROCESS 

38. On April 25, 2022, the URRC caused notice of the Application to be provided in each 

community across Nunavut in accordance with COVID-19 practices used by the GN at that 

time. A notice of the Application was prepared and distributed to residents and 

customers in all communities. The notice was read on community radio, and also posted 

on the URRC website, social media, by letter to each Member of the Legislative 

Assembly of Nunavut and mayors and senior administrative officers of each hamlet 

across Nunavut. QEC also made the Application available to the public, as well as 

public service announcements regarding the Application noting both the opportunity 

and deadline for making a submission regarding the Application to the URRC. 

39. The URRC also scheduled public information sessions on May 30 and June 14, 2022, 

so that QEC could provide a presentation to customers and other interested parties 

regarding the effects of the GRA. These virtual sessions were conducted using the 

Zoom video-conferencing platform, so that customers and other interested parties 

across Nunavut could be informed and have an opportunity to ask questions or state 
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their views (concerns and/or support) about any aspect of the GRA they were interested 

in. The presentation was also available on the QEC website for reference by the public 

before and after the sessions. The two sessions were attended by community 

representatives/officials, non-government customers, and other members of the public. 

The URRC was in attendance at both sessions.  

40. The URRC also provided an opportunity for the public to make written comments 

respecting the Application by the deadline of June 17, 2022. Public submissions were 

received from residents, and commercial and government customers. The matters 

raised in the submissions were addressed by QEC in various responses after they were 

submitted. The public submissions and QEC’s responses were considered by the URRC 

in this report. 

41. The URRC asked for more information from QEC regarding the Application. This was 

conducted through three rounds of IRs. The URRC asked a number of questions in 

order to better understand the forecast revenue requirement and the transition to 

Nunavut-wide rates. The URRC explored the reasonableness of the revenue 

requirement and the effects of the transition to Nunavut-wide rates on QEC, the 

municipalities, and its customers. QEC responded to the three rounds of IRs from the 

URRC on May 17, 2022, June 27, 2022, and July 18, 2022. 

42. In response to the third round of IRs, QEC provided revised rates for Domestic 

Government and Commercial Government rate classes that would result from the 

change of City of Iqaluit accounts to non-government rates. The URRC also noted that 

four hamlets and the City of Iqaluit were the only municipalities to participate in the 

public information sessions or provide written submission. The URRC needed to 

determine if the change to City of Iqaluit accounts would be a significant issue and one 

which might warrant further process whereby affected hamlets might want to provide 

further input regarding the GRA. The URRC determined that the proposed change was 

not significant enough in impact or nature to ratepayers overall to warrant the additional 

time, effort, cost and delay involved in further process.  
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5.0 PUBLIC SUBMISSION PROCESS 

43. The URRC process provided an opportunity for the public to submit their views 

(concerns or support) on the GRA and allow QEC the opportunity to reply to those 

concerns. This process took place via oral information sessions and written submissions 

to the URRC. The URRC’s recommendations in this report to the responsible Minister 

are made using a fair and open procedure, appropriate to the recommendation being 

made considering the URRC’s statutory, institutional, and social context, with an 

opportunity for those affected to put forward their views and have them considered by 

the URRC. 

44. The written public submissions (except for the three submissions from individuals) and 

the QEC responses to those submissions (except for the responses to individuals) are 

attached to this report as appendices. The submissions from individuals were not 

included for privacy reasons. 

5.1 PUBLIC SUBMISSIONS 

45. The URRC received oral submissions from various parties at the information sessions. 

A representative of the City of Iqaluit commented on the impact the change to 

Nunavut-wide rates would have on the City of Iqaluit. A representative of GN Climate 

Change Secretariat noted that fuel prices were likely to increase based on the world 

fuel situation. The Hamlet of Kimmirut expressed concerns about the potential effects 

of any rate increases on its residents. A representative of Cambridge Bay mostly 

commented on aspects of the net metering and CIPP programs with respect to the prices 

paid for purchased solar power. A representative of the Nunavut Nukkiksautiit 

Corporation (NNC) expressed concerns about the full phase-in of Nunavut-wide rates 

and the effects on smaller communities looking to install renewable generation. A 

representative of NRStor also expressed concerns about the ability of communities to 

attract renewable energy development. 
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46. The URRC received eight written public submissions regarding the GRA. Three 

residents4 (Joel Fortier, Maggie Kingmeatok, and Hazel Turner) expressed concerns 

about the proposed change to a Nunavut-wide rate, and other affordability and billing 

matters. Two commercial entities (Iqaluit Chamber of Commerce and the NNC) 

expressed concerns about the proposed change to a Nunavut-wide rate, and other 

matters related to the CIPP and independent power producers (IPP) programs that are 

outside the scope of the GRA. The three remaining submissions were made by the 

City of Iqaluit, Hamlet of Kinngait and Hamlet of Rankin Inlet. 

47. The Iqaluit Chamber of Commerce noted that the direct increases in electricity rates to 

Iqaluit businesses are nominal; however, it was concerned that the 70 per cent increase 

in municipal/government entities in the City of Iqaluit would be recuperated by 

increased fees to the business community. 

48. The NNC stated that it did not consider QEC’s reasons for changing to a Nunavut-wide 

rate to be compelling. The NNC also expressed concerns about district heating and 

QEC renewable energy programs. 

49. The City of Iqaluit stated that its concerns related to the change to a Nunavut-wide rate, 

specifically that commercial government accounts will increase by 71.5 per cent, and 

non-government residential and commercial rates will increase by 5.1 per cent. The 

City of Iqaluit noted that the increase in government accounts of $1.335 million will 

result in an increase in property taxes. The City of Iqaluit noted that it is the only 

tax-based community in Nunavut and that the change to a Nunavut-wide rate will place 

a significant burden on Iqaluit residents and businesses. The City of Iqaluit requested 

QEC consider it a non-government commercial entity for the billing purposes due to 

its unique situation compared to other communities in Nunavut (i.e., its ability to assess 

property taxes as a source of revenue). 

 
4 The submissions by residents/domestic customers and QEC’s responses to those submissions were summarized 

to avoid disclosing personal information.  
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50. The Hamlet of Kinngait submitted it was concerned about the 5.1 per cent increase in 

rates to its residents. The Hamlet of Kinngait considered the rate increase to be sudden, 

large, and without explanation. 

51. The Hamlet of Rankin Inlet submitted that the change to Nunavut-wide rates would 

artificially cross-subsidize consumers and no longer reflect the true cost of power in 

communities. The Hamlet of Rankin Inlet stated it was opposed to QEC’s proposed 

change to Nunavut-wide rates as it would negatively affect municipal governments and 

business. 

5.2 QEC RESPONSES TO PUBLIC SUBMISSIONS 

52. QEC responded to each of the submissions. The responses addressed the various 

concerns and QEC provided explanations regarding its GRA and the proposed revenue 

requirement and rate changes. Further, QEC provided bill impact comparisons for each 

community referred to in the public submissions. 

53. QEC noted that some of the NNC concerns were outside the scope of the GRA, 

specifically around CIPP and IPP programs, which are under development and will be 

the subject of a future application.  

54. QEC’s response to the City of Iqaluit addressed the various concerns raised. QEC also 

stated that it supported the City of Iqaluit request to be reclassified as a non-government 

customer. 

5.3 URRC RESPONSE TO PUBLIC SUBMISSIONS 

55. The URRC notes the public submissions and QEC’s responses. The URRC has 

considered each of the submissions and the QEC responses when dealing with each 

component of the GRA. The analysis and recommendation in each section that follows 

may not specifically mention a public submission or QEC response, however they were 

considered by the URRC. 

56. The URRC notes that some matters not specifically related to the GRA were raised in 

the public submissions and will be addressed in Section 6.9 of this report. 
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57. The URRC thanks residents, commercial and government entities for taking the time 

to participate in information sessions and make submissions. The URRC also thanks 

QEC for its responses to those submissions. This extra input was of assistance to the 

URRC in its analysis and informed its recommendations. 
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6.0 EXAMINATION OF THE APPLICATION 

6.1 REVENUE (SALES AND NON-SALES) AND GENERATION FORECAST 

58. The URRC notes that QEC summarized major facility changes and forecasting methods 

for 2022/23. QEC provided corporate-wide sales, revenue, line losses, generation 

requirements and fuel requirements in Schedule 3.1 of the Application. QEC also 

provided details for each of the 25 communities in Appendix A of the Application. 

59. The URRC notes that QEC has forecast increased sales in most communities, however 

this was partially offset by decreased sales in the City of Iqaluit, and by decreased 

street light sales (due to the LED conversion program). 

60. Overall, the URRC notes that the forecast growth rate appears to be reasonable based 

on a year-to-year comparison in total and by community since the 2018/19 GRA. An 

average annual growth rate of 0.6 per cent since the 2018/19 GRA seems to be in line 

with population growth information provided in recent major project permit 

applications (MPPAs). The URRC notes that population information was referenced 

but not provided in the Application. 

61. The URRC also notes that the COVID-19-related restrictions during 2020, 2021 and 

2022 may have introduced some uncertainty into the trends or analysis of actual data 

used to produce the 2022/23 forecast. 

62. The URRC primarily based its examination of sales and generation on the major 

categories used in the Application. 

6.1.1 SALES BY RATE CLASS AND TOTAL SALES 

63. The URRC notes that QEC prepares its load forecast based on a two-step process. A 

baseload forecast is prepared using a customer forecast and a use/usage-per-customer 

(UPC) forecast, and adjusted based on a review of any known or reasonably expected 

load changes in a community. 

64. The URRC notes QEC’s submission that it followed previously approved methods and 

that no adjustments were made for the 2022/23 forecast. The only exception related to 

the calculation of UPC where QEC submitted that distortion of normal power 
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consumption in 2019/20 was excluded (QEC clarified that it noticed abnormally high 

UPC in many communities during 2019/20). 

65. The URRC is generally satisfied that the sales forecast for 2022/23 was prepared 

consistent with the previous GRA and that it is reasonable. However, the URRC has 

observations and recommendations regarding the customer forecast and UPC.  

6.1.2 CUSTOMER FORECAST 

66. QEC submitted that it prepared its customer forecast as described on pages 3-10 and 

3-11 of the Application. A separate forecast of domestic and commercial customers 

was prepared for each community. The URRC notes that it has no visibility of the 

monthly customers, population information QEC has relied on, or the other factors that 

were considered. 

67. The URRC notes that QEC’s customer forecasting methods are relatively simple, 

relying on actual customer data and Nunavut Bureau of Statistics population 

projections. So long as the communities and rate classes remain consistent, and the 

forecasts remain relatively accurate, the URRC sees little reason to recommend 

changes to the baseload customer forecast. 

68. The URRC recommends that in future GRAs, QEC provide more information about 

the other factors it reviewed to determine if adjustments were considered and/or made 

to the baseload customer forecast for any communities. 

6.1.3 USAGE PER CUSTOMER 

69. QEC submitted that it prepared its UPC forecast as described on pages 3-11 and 3-12 

of the Application. A separate forecast of UPC for domestic and commercial customers 

was prepared for each community. The URRC notes that it has no visibility of the actual 

information QEC has relied on (other than what was provided in Appendix A of the 

Application), or the other factors that were considered. 

70. The URRC asked for more information about UPC in IR URRC-QEC-1-8. QEC 

defended its forecasting method in its response noting that its forecast sales for each 
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year from 2017/18 through 2019/20 were within one per cent of the actual sales for 

those years. The URRC considers that it would be useful if QEC provided some 

analysis or quantitative information to shed some light on the sensitivity of various 

drivers of UPC, in addition to the simple historical annual average method it has relied 

on. 

71. The URRC agrees that so long as QEC’s customers continue to use electricity in a 

stable and predictable manner then its forecasting method is sufficient. However, it 

would be helpful to understand what impacts weather, building construction, size of 

building, number of occupants, energy conservation, work-from-home initiatives, 

district heating or other factors have on electricity consumption in Nunavut. If QEC 

had additional information, it may also inform any decisions to further separate rate 

classes based on the type or size of customer. For example, not all domestic or 

commercial customers have the same characteristics and/or electricity consumption. 

Further, although it is clear the COVID-19 pandemic affected domestic and 

commercial electricity consumption, it is not clear by how much. It is understandable 

that commercial customers were affected by shutdowns and closures, but it is less clear 

what the COVID-19 effects were on domestic customers.  

72. It is unclear to the URRC at this time what the drivers are for UPC and/or how to 

quantify them. The URRC recommends that in the next GRA, QEC provide a more 

detailed quantitative analysis or assessment of the factors affecting UPC. 

6.1.4 STREET LIGHT SALES FORECAST 

73. QEC submitted that it prepared its street light sales forecast as described on page 3-12 

of the Application. Actual sales for the most recent year were the baseload forecast, 

which was reviewed and adjusted to reflect changes in lamp counts or lamp types. 

74. The URRC notes that the forecast was based on a quantifiable method using the number 

and type of lamps in each community. The URRC notes from responses to its IRs that 

the replacement of conventional street light bulbs with LED fixtures is continuing and 

that street light sales revenue has decreased since 2018/19. 
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75. The URRC considers the 2022/23 forecast is, on balance, reasonable despite this 

impact. 

6.1.5 GENERATION FORECAST 

76. QEC submitted that its 2022/23 generation forecast in Schedule 3.1 of the Application 

was prepared using previously approved forecast methodologies. The forecast 

generation is the sum of sales, line losses and station service. The sales were forecast 

as discussed in the above sections of this report. The line losses and station service 

were forecast based on a five-year actual average percentage of sales. QEC excluded 

2019/20 due to abnormally high UPC in many communities. The forecast 3.1 per cent 

station service rate for 2022/23 was marginally lower than the 3.3 per cent forecast in 

2018/19 but was unchanged from the 2018/19 actual rate. The forecast 4.6 per cent line 

losses rate for 2022/23 was marginally higher than the 4.2 per cent forecast in 2018/19, 

but lower than the 4.7 per cent actual rate. 

77. QEC also submitted its 2022/23 fuel requirements in Schedule 3.1 of the Application. 

The fuel requirements were based on the forecast fuel efficiency for each community 

using a three-year weighted average as described in page 3-13 of the Application. The 

highest efficiency year is given a weighting of three, the next highest year is given a 

weighting of two, and the lowest year is given a weighting of one. 

78. QEC noted in the Application and in response to IRs that the forecast fuel efficiency 

methodology is consistent with the approach used in the 2018/19 GRA. QEC defended 

its use of the methodology in its responses to IRs URRC-QEC-1-14 and URRC-QEC-

2-3 noting that previous forecast efficiency rates in other GRAs were very close to the 

actual efficiencies for those years. The URRC does not dispute that overall, and in years 

of relatively few new (and small) power plants, the methodology may be quite accurate. 

It will eventually reflect the efficiency changes related to new or materially altered 

units, but the changes will not be fully reflected until the end of the three-year weighting 

period. Furthermore, while the impact of a new power plant in one small community 

out of 25 may not drastically affect the overall company-wide efficiency, that does not 
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appear to be a good reason for not attempting to forecast the impact of newer and 

improved equipment. 

79. The URRC notes that QEC also provided a number of reasons why it is difficult to 

estimate fuel efficiency rates for new units not yet in service. The URRC appreciates 

that it may be difficult to estimate efficiency rates for new units, for the reasons 

provided. Notwithstanding, it is obvious that the efficiency for a new unit must be 

higher than the three-year weighted average rate of a 40 to 50-year-old unit that is being 

replaced. 

80. QEC’s reluctance to depart from its three-year weighted average methodology is 

puzzling, especially when it has a known “new or changed” circumstance for a 

community. The URRC notes that fuel efficiency of new power plants is a factor QEC 

considers in its MPPAs for new power plants and seems comfortable estimating and 

including it in support of those applications. The URRC recommends that QEC adjust 

its fuel efficiency forecast methodology to include the estimated fuel efficiency for new 

or materially altered power plants for the first three years of operation. After the 

three-year period the use of the three-year weighted average method would be 

reasonable. 

81. Except for the above recommendation, the forecast 2022/23 fuel requirement appears 

to be reasonable. 

6.1.6 NON-ELECTRICITY REVENUE FORECAST 

82. QEC submitted its 2022/23 forecast revenue as described on pages 3-8, 3-13 and 3-14 

of the Application and included the amounts in Schedule 3.3 of the Application. QEC 

prepared forecasts of three categories – joint use, miscellaneous charges, and project 

time and materials.  

83. The 2022/23 forecast revenue is consistent with the 2018/19 GRA forecast and the 

actual amounts from 2018/19 to 2020/21.  

84. The URRC considers the 2022/23 forecast non-electricity revenue to be reasonable.  
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6.2 OPERATION AND MAINTENANCE 

85. QEC provided details regarding its 2022/23 forecast O&M expenses in Table 4.3 of the 

Application, comparing the 2022/23 forecast to the 2018/19 GRA forecast. QEC also 

provided the amounts from the 2018/19 GRA and actual/forecast amounts from 

2018/19 through 2020/21 compared to the 2022/23 forecast in Schedule 4.1 of the 

Application. 

86. The URRC notes that the overall forecast O&M has increased by $4.446 million since 

the 2018/19 GRA. The 2022/23 forecast of $64.620 million increased on an average 

annual rate of 1.8 per cent since the 2018/19 GRA compared to average annual inflation 

for Nunavut of 1.4 per cent (for the period from January 2019 to January 2022). QEC 

submitted that in real terms the average annual increase in O&M is about 0.4 per cent. 

87. QEC’s forecast is separated into salaries and wages, supplies and services, site 

restoration, and travel and accommodation. The URRC will review each category of 

the O&M forecast separately further below, however the URRC notes that, subject to 

some recommendations in those sections, the 2022/23 forecast appears to be 

reasonable. 

6.2.1 O&M – SALARIES AND WAGES 

88. QEC submitted its 2022/23 forecast of salaries and wages of $46.371 in Table 4.3 of 

the Application, a $5.084 million increase compared to the 2018/19 GRA. QEC stated 

the forecast reflected: cost of living increases consistent with QEC’s collective 

agreements, annual step (merit) increments for employees, and changes to staff 

complement in response to several strategic priorities for QEC. 

89. QEC provided information about the average increases in hourly rates, average annual 

salaries and wages per full-time equivalent (FTE) positions, average annual increases 

including both cost of living and merit increases.  

90. QEC stated that in order to continue to provide safe and reliable service, QEC revised 

its organizational structure. QEC submitted the new structure promoted opportunities 

for growth, cross-training and collaboration, and increased employment opportunities 
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through Inuit employment initiatives in management roles. Further, QEC stated the 

new structure allowed for increased work efficiency between various regions. 

91. Overall, QEC submitted the forecast FTE complement increased to 209, which 

represented a net increase of three FTEs from the 2018/19 GRA. QEC submitted it had 

a forecast vacancy rate of 10.2 per cent for 2022/23. 

92. The URRC asked for clarification of a number of matters with respect to the 2022/23 

forecast salaries and wages. QEC provided the sought-after clarification in its responses 

to IRs URRC-QEC-1-15 and URRC-QEC-2-6. The URRC wanted additional 

information about salaries and wages by location and function, vacant positions, details 

about average salaries and wages, details about overtime, and additional information 

about internal acting assignments. The URRC notes that staffing has been a challenge 

for QEC during the past few years, and it appears that the challenges will continue 

during the upcoming forecast 2022/23 test year. 

93. The URRC notes that the overall 2022/23 forecast of salaries and wages appears to be 

reasonable, however it is difficult to make a firm recommendation based on the high 

vacancy rate and the high amount of overtime included in the forecast. Overtime 

represents almost 10 per cent of the total forecast salaries and wages. 

94. The URRC is concerned about the ongoing use of acting assignments, whereby QEC 

stated that the staff will cover their “regular” roles and the acting assignments 

simultaneously. QEC noted staff in these situations were expected to only handle the 

priority tasks of each position. The URRC is concerned that QEC is at risk if vacancies 

continue to be filled in this manner on a long-term basis. It poses risks for QEC, 

including employee safety, staff burnout, staff turnover and the potential for matters to 

be ignored or unnoticed for extended periods, all of which could result in increased 

costs for QEC or missed opportunities, inefficiencies and potential service outages. 

Alternatively, if non-priority work can be “parked” for an extended period, it raises 

questions about the value in having staff assigned to perform such non-essential tasks 

as part of regular duties. 
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95. The URRC has asked QEC about its staffing and ability to handle the engineering, 

project management, accounting, purchasing, and other requirements of multiple major 

projects in recent MPPAs. QEC has assured the URRC that it has the capacity and 

capability to successfully complete the projects, even with the approval of multiple, 

often concurrent, projects.  

96. The URRC continues to be concerned about QEC’s vacancies and acting assignments, 

particularly in the more senior roles, and in roles related to the construction of the 

six power plant projects (the subject of recent MPPAs) where the risks and potential 

effects/costs of errors and oversights are much greater to QEC.  

97. With the above-noted cautions, the URRC recommends approval of the salaries and 

wages 2022/23 forecast. 

6.2.2 O&M – SUPPLIES AND SERVICES 

98. QEC provided details regarding its 2022/23 forecast of supplies and services of 

$22.204 million in Table 4.3 of the Application, a $1.255 million decrease compared 

to the 2018/19 GRA. The decrease mainly reflected an average decrease of 1.4 per cent 

per year, primarily due to reductions in materials expenses, external services and 

freight, partially offset by increases in insurance expense. 

99. The URRC asked for additional information about supplies and services. QEC provided 

helpful information in its response to IR URRC-QEC-1-16, noting that the reduced 

forecast for materials and external services reflects reduced availability of materials 

and external services due to the COVID-19 disruptions to the supply chain on general 

maintenance work. 

100. The URRC notes that QEC appears to have addressed most, if not all, of the inventory 

issues raised in previous URRC reports and Auditor General of Canada findings. 

101. The URRC considers the 2022/23 supplies and services forecast to be reasonable. 
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6.2.3 O&M – TRAVEL AND ACCOMMODATION 

102. QEC provided details regarding its 2022/23 forecast of travel and accommodation of 

$5.909 million in Table 4.3 of the Application, a $0.592 million increase compared to 

the 2018/19 GRA. The increase represents a 2.7 per cent annual increase. 

103. The URRC asked for additional information about travel and accommodation. QEC 

provided helpful information in its response to IR URRC-QEC-1-17, noting that the 

increased forecast for travel and accommodation reflects higher medical travel 

expenses. 

104. The URRC considers the 2022/23 travel and accommodation forecast to be reasonable. 

6.2.4 O&M – SITE RESTORATION AND RELATED EXPENSES 

105. QEC provided details regarding its 2022/23 forecast of site restoration and related 

expenses of $0.161 million in Table 4.3 of the Application. QEC submitted that the 

forecast amount is unchanged from the 2018/19 GRA. 

106. The URRC asked for additional information about site restoration expenses. QEC 

provided helpful information in its response to IR URRC-QEC-2-10, noting that it still 

considers the estimate from the 2010/11 GRA to be reasonable. QEC also noted that an 

initiative is underway to implement a new Public Sector Accounting Standard (PSAS) 

Asset Retirement Obligations (PS3280), with work scheduled for June 2022. 

107. The URRC considers that the 2022/23 site restoration expense forecast should reflect 

the estimated restoration work for the test year, and not a forecast from over 10 years 

ago. The URRC understands that a one-year period may not reflect QEC’s ongoing site 

restoration work, however the same could be said for many/most portions of QEC’s 

revenue requirement. 

108. The URRC notes that QEC’s reporting requirements of asset retirement obligations 

may change as a result of work on PS3280; nevertheless, the URRC recommends that 

QEC estimate site restoration expenses based on the work it plans to undertake in the 

test year. 
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6.3 PRODUCTION FUEL AND LUBRICANTS 

109. QEC provided details regarding its 2022/23 forecast of production fuel and lubricants 

expenses of $51.543 million in Table 4.4 of the Application, an increase of 

$2.723 million from the 2018/19 GRA.  

110. The URRC asked for additional information about production fuel and lubricants 

expenses. QEC provided helpful information in its response to IR URRC-QEC-1-18, 

which improved the URRC’s understanding of the increased expenses. 

111. The URRC considers the 2022/23 forecast to be reasonable, subject to additional 

recommendations regarding production fuel in the sections below. 

6.3.1 PRODUCTION FUEL 

112. QEC submitted details about the 2022/23 forecast of production fuel. The URRC notes 

that the $2.605 million increase in production fuel is due to increased sales and price 

of fuel/diesel, partially offset by improved fuel efficiency as discussed in pages 4-8 

through 4-10 of the Application and as reflected in Table 4.4. 

113. The URRC has already commented on the increased production fuel and fuel 

efficiencies in the generation forecast section of this report. The $1.317 million increase 

in production fuel expenses due to increased sales appears to be reasonable. The URRC 

also considers the $0.094 million decrease due to improved fuel efficiencies to be 

reasonable, subject to recommendations provided in the generation forecast section of 

this report related to reflecting the efficiency of new or materially altered units in the 

forecast when they are forecast to be installed (i.e., not after the end of the three-year 

weighting period). 

114. The URRC asked for more information about the 2022/23 forecast fuel price. It is noted 

that the cost of diesel is forecast to increase to $0.96 per litre, up $0.03 per litre from 

the 2018/19 GRA. The URRC noted that world fuel prices have increased 

significantly and asked QEC about the forward outlook of the cost of diesel in 

IR URRC-QEC-1-18. 
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115. The URRC notes from that response that QEC is a price taker and does not prepare 

forward-looking price forecasts. The URRC also understands that price differences in 

the cost of diesel, between forecasts and actuals, are addressed through the fuel 

stabilization rate (FSR) fund. 

116. The URRC understands the workings of the FSR fund and accepts that it will adjust for 

differences in the cost of diesel, thereby keeping QEC and its customers “whole” with 

respect to the cost of diesel. However, the URRC recommends that QEC make efforts 

to forecast the cost of diesel in its GRA forecast so as to minimize the use of the FSR 

as much as possible and to be in a position to explain to customers any changes that 

flow to them. 

6.3.2 LUBRICANTS 

117. QEC submitted details about the 2022/23 forecast of lubricants. The URRC notes from 

the response to IR URRC-QEC-1-18 that the $0.212 million increase in lubricants is 

due to an increased number of gensets, the addition of emergency units and increased 

cost of the lubes. 

118. The URRC considers that the 2022/23 forecast appears to be reasonable based on the 

explanation provided by QEC. 

6.4 AMORTIZATION 

119. QEC provided details regarding its 2022/23 forecast of amortization expense of 

$13.747 million in Table 4.5 of the Application, an increase of $3.013 million from the 

2018/19 GRA. QEC also provided additional details in Schedule 4.3 of the Application. 

120. The URRC asked for additional information about the forecast amortization expense in 

IR URRC-QEC-1-29. Based on QEC’s response, the URRC understands that QEC 

would plan to file an updated depreciation study in its next GRA. 

121. The URRC accepts that QEC has calculated amortization expense using previously 

approved methods and depreciation/amortization rates. The URRC also accepts 

regulatory adjustments to fixed assets based on previous GRAs, and adjustments 
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related to non-electric assets and Arctic Energy Fund (AEF)/customer contributions 

that have been made by QEC in its forecast. 

122. The URRC considers the 2022/23 forecast of amortization expense is reasonable. The 

increase is understandable based on increases to rate base since the 2018/19 GRA. 

123. The URRC recommends that QEC provide an updated depreciation study in its next 

GRA.  

6.5 RETURN ON RATE BASE 

124. The QEC provided details regarding its 2022/23 forecast of return on rate base of 

$14.105 million in Table 4.6 of the Application, an increase of $0.940 million from the 

2018/19 GRA. The URRC notes that the increased return is related to increased 

mid-year rate base, partially offset by a reduced average rate of return on rate base. The 

URRC notes that QEC provided continuity schedules and details/assumptions to 

support the rate base, capital structure, cost of long-term debt and return on equity 

(ROE) used to determine return on rate base. 

125. The URRC asked several IRs (URRC-QEC-1-19, URRC-QEC-1-20, and URRC-QEC-

2-7) about the various components that are used to determine return on rate base. QEC 

responded to the IRs with some helpful information. Each rate of return component 

will be examined further in the sections below. 

126. The URRC reviewed the narrative provided by QEC in the Application and in response 

to IRs, as well as schedules 4.3 through 4.6 of the Application. The URRC considers 

the 2022/23 forecast return on rate base to be reasonable, subject to recommendations 

in the sections below. 

6.5.1 LONG-TERM DEBT 

127. QEC submitted that the amount of long-term debt and the average cost of debt 

decreased since the 2018/19 GRA. This is reflected in schedules 4.5 and 4.6 of the 

Application. QEC provided details regarding the actual and forecast repayments and 

issues of debt.  
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128. The URRC notes that long-term debt capitalization has decreased despite increased 

investment on rate base. However, the URRC also notes that the amount deemed to be 

financing rate base has increased due to the increase in rate base since 2018/19. This is 

not surprising, and is in keeping with the previously approved methodology for 

determining return on rate base. 

129. The URRC noted QEC’s assumed cost of debt for the forecast 2021/22 and 2022/23 

debt issues and asked QEC about the rates in IRs. QEC defended the assumed cost of 

debt for those debt issues; however, the URRC continues to have concerns that the cost 

of debt may be too low with respect to the 2022/23 issue in particular. The URRC had 

concerns when it originally asked IR URRC-QEC-1-19. The cost of debt appears to 

have increased again since QEC responded to that IR.  

130. The URRC considers the forecast long-term debt portion of return on rate base of 

$3.965 million as determined in Schedule 4.4 to be reasonable, noting, however, QEC 

will be at risk associated with differences between the actual rate on the $37.7 million 

issue in 2022/23 and the forecast rate of 1.95 per cent. 

131. The URRC is also concerned about QEC’s access to long-term debt, noting that 

six major power plant projects have been approved for construction in the next few 

years. The URRC understands that a significant amount of the cost will be covered by 

AEF funding, nevertheless QEC will require long-term debt to finance the remainder 

of the cost. The URRC also notes that even without the six major projects, QEC has a 

steady amount of “routine” maintenance and upgrade projects, and many other 

communities with aging power plants that will require replacement. 

132. QEC indicated it is exploring fixing portions of its debt with CIBC and the GN to 

mitigate the risks posed by further increases in interest rates. 

133. Under the Nunavut Act, the GN may borrow up to a limit set by the Governor-in-

Council on the recommendation of the Minister of Finance. The URRC understands 

that this borrowing limit is inclusive of debts incurred by both the GN and its territorial 

corporations such as QEC. 
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134. The URRC notes that QEC’s debt (as indicated in the response to IR URRC-QEC-2-7) 

must be included in the GNs territorial debt cap of $750 million, and that it is required 

to seek GN approval for its portion of the debt cap. QEC indicated that it has received 

approval to increase its debt limit by $50 million, from $250 million to $300 million, 

40 per cent of the GN territorial debt cap. 

135. The URRC recommends that in the next GRA, QEC provide a long-term forecast of its 

debt requirements and its plan for financing them. 

6.5.2 NO-COST CAPITAL 

136. QEC submitted information about the no-cost capital used in the determination of 

return on rate base in Schedule 4.5 of the Application. The amounts and methodology 

appear to be consistent with previously approved methods. 

137. The URRC notes that there is no return calculated in association with no-cost capital, 

however it is a component of the deemed return on rate base. The URRC considers that 

the no-cost capital reflected in schedules 4.4 and 4.5 of the Application is reasonable. 

6.5.3 COMMON EQUITY 

138. QEC submitted that the deemed common equity ratio of 40 per cent and its ROE of 

8.3 per cent should remain unchanged from the 2018/19 GRA. QEC noted that the 

40 per cent common equity ratio was originally approved in the 2010/11 GRA and that 

it continues to be appropriate. QEC also noted that the 8.3 per cent ROE should not 

change based on a comparison of the approved ROEs for Northwest Territories Power 

Corporation, Yukon Electrical Company Limited and Yukon Energy Corporation. 

139. The URRC notes that the ROE used in the 2022/23 forecast is consistent with the 

2018/19 GRA and is within the range of the ROEs for the other comparative utilities 

QEC referenced. 

140. The URRC considers the 2022/23 ROE of 8.3 per cent to be reasonable. The URRC 

also considers the forecast common equity portion of return on rate base of 

$10.140 million as determined in Schedule 4.4 to be reasonable. 
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6.6 RATE BASE 

141. The QEC provided details regarding its 2022/23 forecast of mid-year rate base of 

$305.425 million in Schedule 6.1 of the Application, an increase of $58.684 million 

from the 2018/19 GRA. The URRC notes that the increased mid-year rate base reflects 

capital additions since 2018/19, partially offset by amortization expense since 2018/19. 

The URRC notes that QEC provided continuity schedules (schedules 6.1 through 6.4 

of the Application) and details/assumptions (Appendix B, schedules 6.5 through 6.9, 

and a lead-lag study from the 2010/11 GRA provided in the response to IR 

URRC-QEC-1-21) to support the gross plant in service, accumulated amortization and 

working capital.  

142. The URRC asked several IRs (URRC-QEC-1-22, URRC-QEC-1-23, and URRC-QEC-

2-11) about the various components that are used to determine mid-year rate base. QEC 

responded to the IRs with some helpful information. Each mid-year rate base 

component will be examined further in the sections below. 

143. The URRC reviewed the narrative provided by QEC in the Application and in response 

to IRs, as well as schedules 6.1 through 6.9 of the Application. The URRC considers 

the 2022/23 forecast mid-year rate base to be reasonable, subject to recommendations 

in the sections below. 

6.6.1 GROSS PLANT IN SERVICE 

144. QEC provided continuity schedules 6.1 and 6.2 as well as Appendix B of the 

Application supporting forecast gross plant in service. The URRC notes there were 

significant additions in most years since the 2018/19 GRA, and that some of the 

projects received AEF funding. The additions were mostly driven by power plant-

related projects ($55.287 million), however there were also significant expenditures 

toward general plant ($31.143 million) and distribution plant ($12.240 million). 

Additional details were provided in Appendix B of the Application, including the 

amounts offset by AEF funding and customer contributions. 
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145. The URRC asked about the certainty of additions in the 2022/23 forecast in 

IR URRC-QEC-2-11. QEC responded that although there is some uncertainty about 

the timing of projects, the forecast was based on the best information available. 

146. The URRC asked about actual disposals in IR URRC-QEC-1-23. QEC provided details 

about the disposals in 2018/19 and in 2020/21. The information provided was helpful, 

however the URRC has concerns that no forecast disposals were identified in 2022/23. 

The URRC has requested information regarding plant retirements and removal/disposal 

work in the context of recent MPPAs and found the responses somewhat concerning 

regarding the apparent lack of details regarding the timing and scope of future removal 

and reclamation work. 

147. The URRC recommends that QEC provide enhanced information in future GRAs, 

particularly in relation to major capital projects which will result in the retirement, 

removal, and remediation of old sites and assets. 

6.6.2 ACCUMULATED AMORTIZATION 

148. The URRC reviewed the narrative provided by QEC in the Application and in response 

to IRs, as well as Schedule 6.3 of the Application. The URRC considers the 2022/23 

forecast accumulated amortization has been determined using previously approved 

methods and rates. The URRC considers the 2022/23 forecast to be reasonable. 

6.6.3 WORKING CAPITAL 

149. QEC provided schedules 6.4 through 6.9 in support of the forecast working capital 

amount to be included in mid-year rate base. QEC submitted that the 

determination/calculation of working capital was based on the results of a lead-lag 

study provide in the 2010/11 GRA. QEC provided the lead-lag study in response to 

IR URRC-QEC-1-21. The mid-year working capital requirement was forecast to be 

$33.147 million in 2022/23, an increase of $5.821 from the 2018/19 GRA. Most of the 

increase was due to increased supplies inventory. 

150. The URRC also asked for additional information in IR URRC-QEC-1-21 about other 

forecasting methods, and the actual amounts of working capital based on QEC’s 
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financials and short-term financing requirements. QEC noted that it did not consider 

using other forecasting methods because it relied on a previously approved method. 

QEC provided some financial information, including short-term financing, in the 

response to IR URRC-QEC-1-21.  

151. The URRC understands that there may be some difficulties validating the results of the 

lead-lag study, compared to actual daily/weekly short-term financing requirements. 

Notwithstanding, it would be helpful to know if the working capital amount determined 

in accordance with a 2010/11 lead-lag study continues to be reasonable. 

152. The URRC considers the 2022/23 working capital requirement to be reasonable; 

however, URRC recommends that QEC provide validation or review of the lead-lag 

study and determination of working capital in its next GRA.  

6.7 COST OF SERVICE 

153. QEC provided its COS study and results on pages 7-1 through 7-4 of the Application, 

and in appendices C and D of the Application. QEC noted that a COS study is 

commonly used as an analytical tool in the ratemaking process. It can provide useful 

information such as unit costs to serve different types of customers, and the RCC ratios. 

This information sheds light on how well the revenues, as per the rate design, recover 

the costs of serving different customer classes. 

154. QEC notes that a COS study involves estimation and a degree of professional judgment, 

and therefore the results cannot be considered exact. 

155. The URRC has reviewed the study methods and the results and considers them to be 

reasonable, subject to recommendations below. 

6.7.1 STUDY METHODS 

156. QEC provided the details, assumptions and methods it used to complete the 2022/23 

COS study. QEC noted that the last COS study methodology review was completed as 

part of the 2010/11 GRA, and that the 2018/19 GRA was prepared applying the same 
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methodology. The 2022/23 COS study was also prepared consistent with those 

previous reviews, based on the Nunavut-wide COS approach. 

157. The URRC notes that based on a review of Appendix C QEC has followed the 

previously approved COS study methodology. 

6.7.2 RESULTS 

158. QEC provided the results of the COS study in Appendix D of the Application, and as 

summarized in tables 7.1 and 7.2 of the Application.  

159. QEC submitted that the results of the COS study indicate that, if rate increases are 

applied on an equal-percentage-across-the-board basis, the domestic and street lighting 

rate classes RCC ratio would be slightly below 100 per cent, while the commercial rate 

class RCC ratio would be somewhat above 100 per cent. QEC noted that all rate classes 

would have an RCC ratio within the 95-105 per cent zone of reasonableness.  

160. QEC noted that the COS study results (as reflected in Table 7.1 of the Application) 

indicate that the existing demand and customer charges ($8/kW for commercial 

customers and $18/month for residential customers) are low compared to average unit 

costs. QEC also noted that maintaining existing demand and customer charges results 

in higher energy rates for all rate classes (as reflected in Table 7.2 of the Application). 

Domestic energy rates will be 5.18 cents/kWh higher, commercial energy rates will be 

32.01 cents/kWh higher, and street light energy rates will be 1.55 cents/kWh higher.  

161. The URRC notes all rate class RCC ratios will be within the 95-105 per cent zone of 

reasonableness and considers that to be acceptable. However, the URRC is concerned 

about the disconnect between the average unit costs and rates for the commercial 

demand charge and the domestic customer charge. 

162. The URRC has detailed recommendations in the rate design section; however, the 

URRC recommends that QEC begin moving the commercial demand charge and the 

domestic customer charge significantly closer to the average unit costs.  
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6.8 RATE DESIGN 

163. QEC submitted its assessment of various rate design alternatives and some of the 

deficiencies identified with the existing rates.  

164. QEC noted that the COS study was conducted on a Nunavut-wide basis and that the 

existing rates are community specific. QEC also noted that, over time, the 

community-specific rates do not accurately reflect community-based costs. 

165. QEC submitted that the recent practice of increasing rates by equal percentages for all 

rate classes results in proportionately higher rate increases for communities with higher 

starting points. QEC noted that the gap between the lowest cost communities and 

highest cost communities gets wider every time rate increases are applied on an equal 

percentage basis. QEC provided Table 8.1 in the Application to illustrate the 

differences between rates for the City of Iqaluit and Hamlet of Kugaaruk. 

166. QEC submitted that large capital projects put enormous upward pressure on rates, 

particularly for smaller communities. QEC provided Table 8.2 in the Application to 

illustrate the differences between increases on community-based rates and a 

Nunavut-wide rate. 

167. QEC also submitted that under the existing rate structure, smaller communities are at a 

disadvantage regarding development of renewable energy projects compared to large 

communities. QEC suggests this is primarily due to customers (under the CIPP 

program) having to purchase energy at higher rates in smaller communities but selling 

their energy at the same rates in all communities. 

168. The URRC notes QEC’s summary on page 8-8 of the Application of its reasons for 

proposing to implement Nunavut-wide rates. 

169. The URRC has, after reviewing previous GRAs, recommended a move to 

Nunavut-wide rates and continues to recommend implementing them across the 

25 communities in Nunavut. 

170. The URRC will examine QEC’s proposed rate design in the sections that follow. 
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6.8.1 TRANSITION TO NUNAVUT-WIDE RATES 

171. The URRC notes that QEC stated its rate design objectives for the 2022/23 GRA were: 

a. Rates must be set to recover the revenue requirement of $141.5 million 

(i.e., revenue requirement of $144.015 less non-electricity revenues of 

$2.511 million). 

b. Implement Nunavut-wide rates. 

c. Move toward a 95-105 per cent RCC ratio for each rate class. 

d. Administrative efficiency. 

e. Focus rate adjustments on the energy portion of the rate. 

f. No bill increases to non-government customer classes resulting from transitioning 

to a Nunavut-wide rate structure. 

172. The URRC also notes QEC’s proposed methodology for developing domestic and 

commercial energy rates to be effective October 1, 2022. The URRC understands that 

QEC will set separate Nunavut-wide rates for government and non-government 

customers. QEC submitted that under the proposed approach, the Nunavut-wide rate 

for non-government customers will be set at the City of Iqaluit non-government rates 

adjusted to the overall required rate increase of 5.1 per cent. The Nunavut-wide rates 

for government customers will then be set at the level required to recover the remaining 

revenue shortfall. 

173. QEC summarized the steps it followed on pages 8-10 and 8-11 of the Application. QEC 

noted that under the proposed approach no non-government customers will see bill 

impacts above the required equal percentage rate increase of 5.1 per cent in the 2022/23 

GRA test year. The rates for street lighting will also be increased by 5.1 per cent.  

174. QEC stated that the proposed approach will result in an increase to government 

customers of $8.5 million in order to subsidize non-government customers. QEC 

submitted that the proposed approach is somewhat similar to the approach undertaken 
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in the Northwest Territories in 2010, which established zone-based rate structures and 

also had government rates subsidizing non-government rates. 

175. The URRC has reviewed QEC’s proposed approach to implement Nunavut-wide rates 

as reflected in schedules 8.1 through 8.4 of the Application and is supportive. The 

URRC considered the various effects of implementing Nunavut-wide rates on the 

different communities, rate classes, government, QEC and renewable energy 

developers. Some of the benefits as provided by QEC of changing to Nunavut-wide 

rates include:  

a. Administrative efficiency for QEC and its employees.  

b. Simple to understand for customers.  

c. Most of the transitional effects/increase will be borne by government customers.  

d. Level playing field for prospective renewable energy developers (based on the 

currently approved CIPP program) and new businesses. 

e. The effect on the City of Iqaluit non-government customers was limited to the 

5.1 per cent.  

f. The effect on almost all communities will be a decrease in rates.  

176. The URRC also noted some challenges of changing to Nunavut-wide rates in the 

manner proposed by QEC, including: 

a. The effect on the City of Iqaluit government customers potentially puts the City of 

Iqaluit and its commercial customers in a less favorable position compared to other 

municipalities, primarily due to the City of Iqaluit relying on property tax revenues 

and other fees/taxes, whereas all other hamlets obtain funds directly from the 

government via the GN Department of Community and Government Services 

Municipal Funding Formula. 

b. The approach proposed by QEC focused only on energy rates. 
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c. It is unclear if non-tax-based communities subject to a rate increase due to the 

transition will be able to fully recover these additional costs via their appropriations 

from the GN.  

177. Overall, the URRC considers that the benefits outweigh the challenges and that the 

challenges may be addressed without foregoing the benefits. 

178. The URRC recommends that Nunavut-wide rates for domestic, commercial and street 

lighting customers be implemented subject to URRC recommendations to create new 

Municipal Tax-Based and Municipal Non-Tax-Based rate classes, and to increase 

demand and customer charges. The URRC will address each of the recommended 

changes in the sections that follow. 

6.8.2 CUSTOMER AND DEMAND CHARGES 

179. The URRC notes that two of QEC’s rate design objectives are: 

a. Rates must be set to recover revenue requirement. 

b. Focus rate adjustments on the energy portion of the rate.  

180. The URRC has some concerns with QEC’s objective to only focus rate adjustments on 

the energy portion of the rate. The URRC notes from tables 7.1 and 7.2 of the 

Application that there is a large disconnect between existing demand and customer 

charges and the average unit cost as determined by the COS study. The URRC asked 

QEC in IR URRC-QEC-2-8 to estimate the effect on the energy rate if QEC began 

increasing the RCC ratio for fixed charges. The URRC asked QEC to estimate the 

effects of moving one third or one quarter of the way toward full RCC. 

181. QEC provided the information requested, as well as the effects of moving to full RCC. 

The URRC notes from the information provided that as the fixed portion of the rate 

increases, the energy portion decreases whereby customers are kept “whole”. The 

URRC understands that the actual effect of rate changes may have different effects on 

customers, because not all customers use the assumed monthly consumption of 

1,000 kW for domestic customers and 2,000 kW for commercial customers. 
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182. The URRC notes from the responses to IRs URRC-QEC-1-24, URRC-QEC-1-25 and 

URRC-QEC-2-8 that QEC is reluctant to change the demand and customer charges. 

QEC submits that demand and customer charges are already levelized across the 

territory. QEC considered that an increase to demand and customer charges is a 

significant undertaking and it adds complexity for customers. QEC also submitted that 

a move to full RCC would create a substantial rate shock for low consumption 

customers. QEC provided an estimate of the bill increase that could be experienced by 

a non-government commercial customer in Cambridge Bay with a 300 kW monthly 

consumption. The estimate showed the effects of moving one quarter, one third and all 

of the way toward full RCC. 

183. The URRC is not convinced that the potential bill impact on a very low consumption 

customer, as portrayed in QEC’s example, is sufficient reason for not beginning to 

move toward a higher RCC with respect to demand and customer charges. The URRC 

also disagrees that it is a complex change for customers. Customers would see one 

portion of their bill increase, while another portion would decrease. If anything, it 

should result in a more stable monthly bill for customers throughout the year as there 

would be less volatility caused by changes in electricity consumption. The URRC also 

notes that increasing the demand and customer charges would also reduce monthly 

revenue volatility for QEC. The URRC considers that the risk of volatility posed to 

QEC and/or the risk of over/under recovery of its revenue requirement would be 

reduced by increasing demand and customer charges. 

184. The URRC is also unclear why changing demand and customer charges, that are 

already levelized across the territory, is a significant undertaking for QEC. It would be 

helpful if QEC could explain this further to the responsible Minister and to the URRC 

in the next GRA. 

185. The URRC notes that non-government customers in most communities will see bill 

reductions with the change to Nunavut-wide energy rates. The URRC considers this 

would be a good time to increase the fixed portion of their monthly electricity bill. 
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186. The URRC considers that if low consumption customers are unduly affected by 

increases to demand and customer charges perhaps there are other ways that QEC (or 

potentially the GN at its discretion) can mitigate those effects. The URRC notes that 

the fixed assets in place to serve any class of customers should be allocated to and 

recovered from each of those customers who benefit from having access to the system. 

One obvious option is for QEC to explore the addition of rate classes, if there is such a 

discrepancy in consumption within the existing domestic and commercial rate classes. 

Alternatively, the GN could review the NESP or other subsidies if necessary to assist 

low consumption customers. 

187. The URRC recommends that QEC move at least one third of the way toward full RCC 

with respect to demand and customer charges. Similar to how QEC limited the 

increases on non-government customers to 5.1 per cent, the URRC recommends that 

QEC increase demand and customer charges in manner that limits the overall bill 

impacts to 5.1 per cent for non-government customer rate classes.  

6.8.3 CITY OF IQALUIT – GOVERNMENT RATE 

188. The URRC notes that the effects of implementing Nunavut-wide rates as proposed by 

QEC has the potential to adversely affect the City of Iqaluit, compared to other 

communities. As summarized in response to IR URRC-QEC-2-1, QEC noted that with 

the exception of the City of Iqaluit, all hamlets fund their operating budgets through an 

appropriation from the GN. The City of Iqaluit is the only community that currently 

funds the majority of its operating costs through community tax revenue rather than 

funding from the GN. 

189. The URRC notes from the response to IR URRC-QEC-2-1, the public submissions 

from the City of Iqaluit and the Iqaluit Chamber of Commerce, and QEC’s responses 

to those submissions that an option to address the potential adverse affect is to 

reclassify the City of Iqaluit accounts as non-government customer. QEC estimated 

that reclassifying those accounts would result in approximately a $0.9 million forecast 

revenue reduction, resulting in a 0.9 cents per kWh increase to the proposed 

government rates. The City of Iqaluit estimated that the increase would be $1.3 million.  
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190. The URRC notes that in response to the third round of IRs, QEC again submitted that 

the net effect on the City of Iqaluit was about $0.948 million. QEC also provided the 

revised rates that would be needed to collect its revenue requirement. A review of the 

revised rates and the forecast revenue from each community supports the submission 

that the effects are mostly contained in government rates, and the effects correspond to 

the size of the community. This was based on a comparison of Schedule 3.3 from the 

third round of IRs to Schedule 8.3.3 of the Application. 

191. Based on QEC’s response to IR URRC-QEC-2-1, the URRC sought additional 

information regarding rates if QEC was allowed to implement Nunavut-wide rates and 

the City of Iqaluit was deemed to be a non-government entity. That treatment would be 

similar to communities that included their operating costs, including electricity costs, 

in their appropriation from the GN. Each year the hamlets submit their operating 

budgets to the GN for approval. This information was sought in IR URRC-QEC-3 after 

the issue was first identified at the May 30 community information session and in 

correspondence from both the Iqaluit Chamber of Commerce on June 17 and the 

City of Iqaluit on June 28. 

192. Further, by letter dated July 4, 2022, addressed to the Iqaluit Chamber of Commerce, 

the Minister Responsible for QEC acknowledged that QEC favoured reclassifying the 

City of Iqaluit accounts to be non-government customer class. 

193. QEC responded to IR URRC-QEC-3(a) advising that the effect of reclassifying the 

City of Iqaluit’s accounts as non-government would result in a revenue shortfall of 

$948,000 when compared to the rates and revenue in the filed GRA forecast. 

194. In IR URRC-QEC-3 (c) and (d), the URRC sought QEC’s views as to how the shortfall 

would be recovered. QEC responded that if implemented, the shortfall would be 

recovered through government rates and would result in small adjustments to those 

rates as filed in the GRA. 

195. The URRC has reviewed all of the evidence provided in the Application, responses to 

the IRs posed and filed in submissions. The URRC carefully considered the concerns 

previously brought forward in both oral and written submissions, and determined so 
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long as hamlets are able to recover their forecast electricity costs (as submitted/noted 

by QEC, including all effects of the proposed change to Nunavut-wide rates), the 

hamlets should be unaffected and indifferent to the proposed reclassification of City of 

Iqaluit government accounts. The URRC recommends that the City of Iqaluit 

account(s) be reclassified to qualify for treatment similar to non-government rates. 

196. Although the URRC agrees that the City of Iqaluit should get some rate relief, the 

URRC does not fully agree with the method proposed by QEC. The URRC does not 

consider it to be a good precedent to classify the City of Iqaluit as a non-government 

customer while leaving the other hamlets classified as government. The URRC also 

notes that under a Nunavut-wide rate structure, QEC will go from managing 100-plus 

rate classes (i.e., four rate classes x 25 communities, plus street lights) to four rate 

classes. The URRC does not accept that the addition of Municipal Tax-Based and 

Municipal Non-Tax-Based rate classes would be a significantly increased burden for 

QEC to administer.  

197. The URRC recommends that QEC create Municipal Tax-Based and Municipal 

Non-Tax-Based rates. For the purposes of the GRA, the Municipal Tax-Based rate(s) 

could be determined similarly to the non-government rate(s).  

198. The URRC recommends that the new Municipal Tax-Based rate should see the same 

5.1 per cent increase as all other non-government customers. The URRC also 

recommends that other government and Municipal Non-Tax-Based customer rates be 

adjusted to recover the shortfall that will result from reclassifying City of Iqaluit 

government customers. 

199. The URRC recommends that, in the event QEC does not create Municipal Tax-Based 

and Municipal Non-Tax-Based rates, the shortfall created by the City of Iqaluit 

reclassification be allocated to all other government accounts in the manner proposed 

by QEC. 

200. The URRC also notes that neither QEC nor the responsible Minister for QEC have the 

sole discretion or ability to change how the hamlets recover their costs. However, the 

URRC recommends that QEC monitor the impacts of the proposed transition to 
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Nunavut-wide rates (including the reclassification of City of Iqaluit accounts) and 

reassess based on the GN’s response and/or adjustments made to how hamlets are 

funded. Further, if adverse outcomes are observed, QEC make an application to address 

such impacts. While QEC may consult with the GN on such matters, URRC 

acknowledges that ultimately any action taken to adjust how hamlets are funded is at 

the GN’s discretion. 

6.9 OTHER MATTERS 

201. The URRC notes that some matters not specifically related to the GRA were raised in 

the public submissions or during the URRC’s examination of the Application. Each is 

addressed in the sections below. 

6.9.1 NUNAVUT ENERGY SUBSIDY PROGRAM 

202. The URRC notes that QEC’s proposed transition to Nunavut-wide rates (as applied for) 

presumes no changes to the NESP, which is solely at the GN’s discretion. The URRC 

also notes that neither QEC nor the responsible Minister for QEC have the ability to 

change the program. 

203. The URRC considers that QEC’s lack of ability to secure or influence changes to the 

NESP should not preclude QEC from exploring or promoting changes that could 

improve its rate design, administrative efficiency and/or be of assistance to its 

customers which are under its mandate. 

204. The URRC has recommended that demand and customer charges be increased by at 

least one third of the way toward full revenue coverage. If integration with NESP 

adversely impacts QEC’s policy intentions of these proposed changes, the organization 

will need to reassess and/or clearly state the implications to the GN, who has sole 

discretion over the administration and imposition of NESP and the intentions of that 

program for the benefit of Nunavummiut. 

205. Similarly, the URRC recommends that in future GRAs QEC consider subdividing its 

existing rate classes if, for example, the discrepancy between low and high 

consumption customers is a barrier to making changes to existing rates. The URRC 
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notes that QEC is reluctant to change demand and customer charges, in part due to 

potential bill impacts on low consumption customers. 

206. The URRC notes that if the transition to Nunavut-wide rates is not approved as 

proposed, then QEC may need to set out the need for further policy considerations of 

the NESP by the GN as described in the Application and responses to IRs.  

6.9.2 BILLING, CREDIT AND PAYMENT ISSUES 

207. The URRC notes that some of the public submissions raised concerns about billing, 

credit and/or payment issues. Without getting into the specifics of the submissions, the 

URRC recommends that QEC consider improvements to its billing and payment 

processing systems. The URRC also notes that QEC raised concerns about 

administrative efficiency and customer reaction to rate and billing impacts. 

208. The URRC recommends that QEC engage customers to improve energy literacy and to 

improve its billing/invoicing so that it is more readable and user friendly. Compared to 

other jurisdictions, the QEC rate structure is already quite straightforward but perhaps 

the introduction of user-friendly language, non-technical easy-to-translate presentation 

of energy usage, impacts and explanation of monthly charges would be beneficial to 

both QEC and its customers. 

209. The URRC also recommends that QEC increase its monitoring to help identify 

customer consumption usage/patterns that are noticeably different than the norm for a 

particular customer or compared to other customers or average energy consumers. The 

URRC notes that this type of monitoring is done to flag/identify metering issues or 

other types of usage matters. 

210. The URRC is also aware of some potential payment processing and data privacy 

concerns. The URRC recommends that QEC explore methods to avoid having 

customers provide credit card information over the telephone, email or on an unsecure 

form for automatic billing. The URRC understands that this may pose a challenge for 

QEC and certain customers, however it would reduce exposing QEC and its customers 

to unnecessary financial, data and privacy risks. 
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211. The URRC also notes that a GRA seems to be the only mechanism to voice customer 

billing issues, which is not the intended purpose of a GRA. The URRC recommends 

that the responsible Minister and QEC develop a mechanism for these types of 

concerns/complaints to be voiced and administered, outside of GRA proceedings. 

6.9.3 CIPP/IPP MATTERS 

212. The URRC notes that some public submissions raised concerns about the CIPP and the 

yet-to-be released/proposed IPP programs. The URRC appreciates the submissions 

from the public and the responses from QEC, however these matters are not under 

consideration in the GRA.  

213. The URRC also notes that, in the absence of CIPP/IPP applications, the GRA and 

MPPA reviews seem to be the only mechanisms available to the public to bring 

concerns of this type forward.  

214. The URRC recommends that, until such time that CIPP/IPP applications are filed, the 

responsible Minister and QEC develop a mechanism for these types of concerns to be 

voiced and administered, outside of a GRA.  

6.9.4 ANNUAL REPORTING OF FINANCES AND OPERATIONS 

215. The URRC notes that QEC’s pattern for submitting a GRA has been to wait for at least 

three to four years. In the interim period, the URRC has had little visibility to QEC’s 

regulatory schedules or operating information. 

216. The URRC considers that it would remain better informed if QEC provided its 

regulatory schedules (similar to what was submitted as GRA schedules 3.1 through 

6.4), System Average Interruption Duration Index (SAIDI)/ System Average 

Interruption Frequency Index (SAIFI) information, and staffing levels (FTE 

complement and vacancies) on an annual basis and any other information of regulatory 

significance. 
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217. The URRC notes that this type of annual reporting has already been provided for in the 

URRC’s Rules of Procedure and Practice and Rate Setting Guidelines (March 2007, 

page 16) that were established under Section 6(1) of the URRC Act. 

218. The URRC directs that annual reporting, including regulatory schedules (similar to 

what was submitted as GRA schedules 3.1 through 6.4), SAIDI/SAIFI information, and 

staffing levels (FTE complement and vacancies) and other information of regulatory 

significance should commence after the end of the 2022/23 fiscal year. The URRC 

directs that reporting be submitted within 180 days of the end of the fiscal year for 

information purposes in accordance with URRC Rules of Procedure and Practice and 

Rate Setting Guidelines (March 2007, page 16). 

7.0 URRC RECOMMENDATIONS 

219. Having considered the foregoing matters, the URRC recommends as follows: 

Revenue requirement recommendations 

That the 2022/23 forecast revenue requirement of $144.015 million be approved 

subject to the following recommendations: 

● That QEC adjust its fuel efficiency forecast methodology to include the estimated 

fuel efficiency for new or materially altered power plants for the first three years of 

operation. After the three-year period, the use of the three-year weighted average 

method would be reasonable.  

● That QEC estimate site restoration expenses based on the work it plans to 

undertake in the test year. 

 
Rate design recommendations 

That the transition to Nunavut-wide rates be approved subject to the following 

recommendations: 

● That rates be designed to collect $141.504 million (i.e., revenue requirement of 

$144.015 less non-electricity revenues of $2.511 million). 
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● That QEC move at least one third of the way toward full RCC with respect to 

demand and customer charges. Similar to how QEC limited the increases on 

non-government customers to 5.1 per cent, the URRC recommends that QEC 

increase demand and customer charges in a manner that limits the overall bill 

impacts to 5.1 per cent for non-government customer rate classes.  

● That QEC create Municipal Tax-Based and Municipal Non-Tax-Based rates. For 

the purposes of the general rate application the Municipal Tax-Based rate(s) for 

the City of Iqaluit could be determined similarly to the non-government rate(s). 

● The URRC recommends that the new Municipal Tax-Based rate should see the 

same 5.1 per cent increase as all other non-government customers. The URRC 

also recommends that other government and Municipal Non-Tax-Based 

customer rates be adjusted to recover the shortfall that will result from 

reclassifying the City of Iqaluit government customers.  

● That, in the event QEC does not create Municipal Tax-Based and Municipal 

Non-Tax-Based rates, the shortfall created by the City of Iqaluit reclassification 

be allocated to all other government accounts in the manner proposed by QEC. 

● That QEC monitor the impacts of the proposed transition to Nunavut-wide rates 

(including the reclassification of City of Iqaluit accounts) and reassess based on 

the Government of Nunavut’s response and/or adjustments made to how it funds 

hamlets. Further, if adverse outcomes are observed, QEC make an application to 

address such impacts. 

Future GRAs and general recommendations 

● That in future GRAs, QEC provide more information about the other factors it 

reviewed to determine if adjustments were considered and/or made to the baseload 

customer forecast for any communities. 

● That in the next GRA, QEC provide a more detailed quantitative analysis or 

assessment of the factors affecting UPC.  
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● That in the next GRA, QEC provide details regarding its reporting requirements of 

asset retirement obligations as a result of work on PS3280. 

● That QEC provide an updated depreciation study in its next GRA. 

● That in the next GRA, QEC provide a long-term forecast of its debt requirements 

and its plan for financing them. 

● That QEC provide enhanced information in future GRAs, particularly in relation to 

major capital projects which will result in the retirement, removal, and remediation 

of old sites and assets. 

● That QEC provide validation or review of the lead-lag study and determination of 

working capital in its next GRA. 

● That in future GRAs, QEC consider subdividing its existing rate classes if, for 

example, the discrepancy between low and high consumption customers is a barrier 

to making changes to existing rates. 

● That QEC consider improvements to its billing and payment processing systems.  

● The URRC recommends that QEC engage customers to improve energy literacy 

and to improve its billing/invoicing so that it is more readable and user friendly. 

● That QEC increase monitoring to help identify customer consumption 

usage/patterns that are noticeably different than the norm for a particular customer 

or compared to other customers or average energy consumers. 

● That QEC explore methods to avoid having customers provide credit card 

information over the telephone, email or on an unsecure form for automatic billing.  

● That the responsible Minister and QEC develop a mechanism so that 

concerns/complaints related to billing, credit and payments may be voiced and 

administered, outside of the GRA proceedings. 

● That until such time that CIPP/IPP applications are filed, the responsible Minister 

and QEC develop a mechanism for these types of concerns to be voiced and 

administered, outside of the GRA. 
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220. That annual reporting, including regulatory schedules (similar to what was submitted 

as GRA schedules 3.1 through 6.4), SAIDI/SAIFI information, and staffing levels (FTE 

complement and vacancies) and other information of regulatory significance should 

commence after the end of the 2022/23 fiscal year. The URRC directs that reporting be 

submitted within 180 days of the end of the fiscal year for information purposes in 

accordance with URRC Rules of Procedure and Practice and Rate Setting Guidelines 

(March 2007,  page 16). 

221. Nothing in this report shall prejudice the URRC in its consideration of any other matters 

respecting QEC. 

 

ON BEHALF OF THE 
UTILITY RATES REVIEW COUNCIL OF NUNAVUT 

 
 

 
 
 

DATED: August 18, 2022 
 

Graham Lock, Vice-Chair 
Utility Rates Review Council of Nunavut 
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APPENDIX B – QEC RESPONSE TO THE CITY OF IQALUIT  
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APPENDIX C – HAMLET OF KINNGAIT SUBMISSION  
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APPENDIX D – MINISTER/QEC RESPONSE TO HAMLET OF KINNGAIT 
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APPENDIX E – HAMLET OF RANKIN INLET SUBMISSION 
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APPENDIX F – QEC RESPONSE TO HAMLET OF RANKIN INLET  
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APPENDIX G – IQALUIT CHAMBER OF COMMERCE SUBMISSION  
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APPENDIX H – MINISTER RESPONSE TO IQALUIT CHAMBER OF COMMERCE 
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APPENDIX I – NUNAVUT NUKKIKSAUTIIT CORPORATION SUBMISSION  
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APPENDIX J – QEC RESPONSE TO NUNAVUT NUKKIKSAUTIIT CORPORATION  
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APPENDIX K – JULY 6 RESPONSE FROM NUNAVUT NUKKIKSAUTIIT CORPORATION 
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