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Notes:

The presentation will inform Qulliq Energy Corporation customers and the public about the
General Rate Application that QEC recently submitted seeking changes to the energy rates.
| hope by the end of this presentation you will better understand the purpose of a General

Rate Application and QEC’s proposal for future rates throughout Nunavut.
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QEC is the sole supplier of
electricity in Nunavut and serves
approximately 15,000 electricity
customers in 25 communities.
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QEC OBJECTIVES

To provide safe, reliable and affordable electricity
to all Nunavut communities.

To promote local community development and
local employment opportunities.
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GENERAL RATE APPLICATION

» A General Rate Application (GRA) is a request to
change electricity rates.

* QEC must submit a GRA to the Minister responsible for
QEC to change electricity rates.

« Electricity rates need to be set to cover the
corporation’s current operational cost.
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GENERAL RATE APPLICATION PROCESS
1. QEC submits an application to the Minister responsible for QEC.

2. The Minister seeks the advice of the Utility Rates Review Council
(URRC).

3. The URRC will request input from the public.

4. The URRC completes the application review and provides
recommendations to the Minister responsible for QEC.

5. The Minister will seek advice from Executive Council and provide

instructions to QEC. /
Notes:

QEC’s application for the 2022-23 fiscal year was submitted to Minister Joanna Quassa, the
Minister Responsible for QEC, on March 24 of this year, seeking a rate change to go into
effect October 1st, of 2022. The Minister has referred the application to the URRC, and they
have started their review of the application.




Utility Rates Review Council

The Utility Rates Review Council (URRC) is an independent advisory
body that reviews and provides recommendations to the Minister
responsible for QEC on the corporation’s applications for changes
to electricity rates.
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UTILITY RATES REVIEW COUNCIL OF NUNAVUT
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2022-2023 GENERAL RATE APPLICATION

QEC proposes the following:

1. An overall increase of 5.1% to the existing rates in order
to meet current operating costs.

2. A shift away from the current rate structure towards
harmonized territory-wide rates
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GRA: TWO PHASED APPROACH

Phase 1 Phase 2
Determines the revenue Determining how QEC

needed to meet QEC'’s collects revenue from
operating costs. (5.1%) customers

—

Notes:
Phase 1 - For this Application, QEC is seeking a 5.1% increase to energy rate revenues.

Phase 2 - For this Application, QEC is seeking a Territory-wide rate structure.
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PHASE 1: QEC REVENUE NEEDS

Increases in revenue needs are driven by changes in:
» Cost of fuel

* Non-fuel costs (Staff, Travel, Housing, etc.)

» Capital investments (Power Plants, Distribution Lines,
Office Buildings, etc.)

|
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PHASE 1: GRATEST YEAR

* The GRA Test Year represents a forecast of QEC’s
operating cost for the 2022-23 fiscal year.

* QEC'’s business year runs from April 15tto March 31st

* It is common for the Utility to select the most current year
in advance of the application filing.

|
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PHASE 2: RATE REBALANCING

* Phase 2 of the GRA is solely a rate
rebalancing exercise.

* |t determines how the revenue needs
are collected from customer classes
and communities.

|
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CUSTOMER CLASSES

QEC currently provides services to the

nonon
following customer classes: . Lo E
* Residential ! - . @
« Commercial |
» Street lights / >
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CURRENT RATE COMPONENTS

* Residential Service Charge: A monthly fixed charge of $18
to cover services such as meter reading and administrative
costs.

« Commercial Demand Charge: A minimum charge of $40
which increases $8 for every additional kilowatt (kW) of
demand above 5 kWs.

* Fuel Stabilization Rate: An additional charge or credit on a

customer’s bill that reflect changes in the price of fuel. /

* Energy Charge: The energy a customer consumes
expressed in kilowatt-hours (kWh).

The GRA is

proposing to
change energy
rates.
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EXISTING RATE STRUCTURE

* QEC currently has different rates for each community.

* Historically QEC’s rate adjustments have been implemented
on an equal percentage basis across all customer classes.

* Equal percentage rate increases are not the same as equal
dollar increases.

|
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CURRENT RATE INCREASE STRUCTURE: SAMPLE

Community A Community B Community C
Unequal

Current residential rate $0.50 $1.00 $1.50 increases

10% rate increase $0.05 $0.10 $0.15

Total amount customer
would pay with 10% $0.55 $1.10 $1.65

increase

/

Notes:

This slide demonstrates the impact to customers when rates increase on a percentage basis
when community rates are different.
For example:

For customers in Community A who has a rate of 50 cents per kilowatt hour, with a 10 %
rate increase the new rate becomes 55 cents per kilowatt hour. A 5 cent increase per
kilowatt hour.

For customers in Community C who has a rate of 1 dollar and 50 cents per kilowatt hour,
with a 10 % rate increase the new rate becomes 1 dollar and 65 cents per kilowatt hour. A
15 cent increase per kilowatt hour.

The initial difference in rates between Community A and Community C was $1 and after a
10% increase this difference has grown to $1.10. Each time the rate is increased on a
percentage basis the price gap between the two communities becomes larger.
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Rate Increase Summary \
Resid "c'u:'rm' c c“:.m" Commercial customers in Whale
& ) Rates at Rates Cumulative | Rates at Rates Cum ulative Cove pay more than double the cost
om munity Division Effective Rate Increase | Division Effective Rate Increase flaaliit + :
from NWT May 1, 2019 Since Division | from NWT 1.2019 Since Division or lqaluit customers.
cent/KWh centKWh [ (cent) [ (%) centKWh centKWh | (cent) | )

A B C D=C-B | E=DIC-1 F G H=GF [ I=HIG-1
Iqaluit 3158 5856 2698 85A4%| 2547 4831 2284 89.7% Whale Cove 112.87 cents/kWh
Rankin Inlet 3282 6063  27.81 B847%| 2825 5296 2471 87.5% Iqaluit 48.31 cents/kWh
Iglooik 3346 6170 2824 844%| 3036 5649 2643 86.1% !
Pangnittung 35.06 6438 2932 836%| 3055 5682 2627 86.0% Difference 64.56 cents/kWh
Kinngait 36.87 6742 3055 B829%| 3426 6302 2876 83.9%
Cambridge Bay| 4163 7539 3376 814%| 3527 6473 2946 83.5%
Baker Lake 37.96 6925 3129 824%| 3529 6475 2946 83.5% . =
Clyde River 4299 7766 3467 806%| 3755 68.56 31.01  826% Since division from NWT the gap
Arvat 4359 78.68 3509 805%| 4034 73.22 3288 81.5% between smaller and larger communities
Qikigtarjuaq 4282 7737 3455 807%| 4036 7326 3290 81.5% i
Naujaat 47.36 8499 3763 795%| 4114 7458 3344 813% has grown. Each time the ratesare
Arctic Bay 4915 87.99 3884 790%| 4349 78.50 3501 80.5% increased it disproportionately impacts
Sanikiliaq 4557 8200 3643 799%| 4351 7854 3503 80.5% .
Pond Inlet 5067 9021 3954 780%| 4617 8267 3650 79.1% smaller communities.
Sanirajak 49.89 8923  39.34 789%| 4791 8590  37.99 79.3%
Gjoa Haven 50.15 8068 3953 788%| 47.94 8595 3801 79.3%
Coral Harbour 5347 9524 4177 781%| 4867 87.18 3851 79.1%
Kugluktuk 5261 9381 4120 783%| 4872 8727 3855 79.1%
Kimmint 73.49 10493 3144 428%| 6412 8781 2369 36.9% Corirmercia] REta R ereasasEInes DIV
Chesterfield Inet| 5530 9831 4301 778%| 5124 9148 4024 785% =
Taloyoak 5582 9919 4337 777%| 5483 9750 4267 77.8% Grise Fiord 46.60 cents/kWh
Resolute Bay 5773 10238 4485 773%| 5484 9753 4269 T77.8% Iqaluit 22.84 cents/kWh
Kugaaruk 6589 11605 5016 764%| 58.00 10282 4482 77.3% .
Grise Fiord 5183 9250 4067 785%| 6065 10725 4660 76.8% Difference 23.76 cents/kWh
Whale Cove 6203 9071 2868 462%| 8145 11287 3142 38.6%

Notes:
This table shows how the rates have changed since the separation of QEC from the
Northwest Territories.

The difference between Igaluit’s and Whale Cove’s commercial rate prior to division was
55.98 cents (81.45 - 25.47 = 55.98 cents). The difference between the two communities
now is 64.56 (112.87 - 48.31 =64.56 cents). Since division the gap between the smaller and
larger communities has grown.

Also, there are major variances in individual community commercial rates since division.
For instance, Iqaluit rate increased by 22.84 cents (48.31 — 25.47 = 22.84) compared to
Grise Fiord rate which increased by 46.60 cents (107.25 — 60.65 = 46.60). The increase is
more than double.

It seems unreasonable to expect commercial customers in Whale Cove to pay more than
double the cost for power than commercial customers in Iqaluit.
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ISSUES WITH CURRENT RATES STRUCTURE

» Smaller communities are paying the highest rates which can
have a disproportionate impact on their overall costs for goods
and services.

« Commercial businesses in smaller communities may continue
to struggle to remain viable with these higher operating costs.

» Under the current rate structure smaller communities operate at
a disadvantage in contrast to larger communities such as
lgaluit.

/

Notes:

The stores in the communities must add the cost of operating their businesses to the price

of their food and goods. If they are paying double the cost for electricity, the prices

of

goods in that community will most likely be much higher than in larger communities with

lower electricity rates.
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CURRENT RATES STRUCTURE:
RENEWABLE ENERGY

* QEC supports the development and expansion of electricity
supply options from renewable energy sources.

* QEC has introduced a Commercial and Institutional Power
Producers (CIPP) Program.

* This new program enables QEC to buy electricity from
CIPPs at the avoided cost of diesel.

* The current rate structure puts smaller communities at a

disadvantage.
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COMMERCIAL AND INSTITUTIONAL
POWER PRODUCERS PROGRAM (CIPP)

« CIPPs must sell all generated electricity directly to QEC and buy back their
electricity at existing community rates.

« QEC will pay up to the avoided cost of diesel which is currently about 25
cents/kWh

» CIPP cost difference in Igaluit is 23 cents/kWh (48.31- 25=23.31)
» CIPP cost difference in Whale Cove is 88 cents’lkWh (112.87-25=87.87)

* If we maintain the current rate structure, the gap will continue to widen

making programs like CIPP less desirable. /
Notes:

The communities with higher rates are at a disadvantage with less incentive for these
renewable programs.
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PROPOSED TERRITORY-WIDE RATE STRUCTURE

1. To address the issues with the existing rates, QEC is once
again proposing a transition to territory-wide rates.

2. All customers in the same class would pay the same for
electricity regardless of where they live in Nunavut.

3. Levelized rates are common across Canada.

L
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TERRITORIAL RATE APPLICATION HISTO%

» 2010-2011 Test Year: QEC submitted GRA Phase Il requesting a
gradual transition to a Territorial Rate:

* The URRC supported the request and recommended it be approved.

* The Minister Responsible for QEC approved the request to start a phase-
in approach for the next GRA.

+ 2014-2015 Test Year: QEC submitted the GRA with the first transition
to Territorial rates included.

* January 29, 2014: The Minister responsible for QEC, directed the
corporation to retract the prior instruction to move towards a territorial
rate.

+ 2018-19 Test Year: QEC submitted GRA Phase I, again requesting
transition to a Territorial Rate. The URRC supported and
recommended it. But, the request was rejected by Executive Council.
However, the new LED street lights were approved at levelized rates.

21



BENEFITS TO TERRITORY-WIDE RATES

* All Customers are treated fairly and QEC’s operating costs are
spread evenly across communities.

» This approach is consistent with government objectives to support
those in need and respects Inuit societal values:

* Inuuqatigiitsiarniq: Respecting others, relationships and caring for people.

« Piliriqatigiinnig/lkajugtigiinniq: Working together for a common cause.

|
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NUNAVUT SERVICES & INCOMES
WITH UNIFORM COSTS

Services: Incomes:

* (Canada Old Age Pension

Heating Fuel
Vehicle Fuel * Canada Pension Plan

Public Housing Rent * Nunavut Income Support

Electricity Subsidy programs

LED Street Lights

Note: Iqaluit fuel rates may differ as that
community fuel price is controlled by Ugsugq. All

other communities are controlled by PPD. /
Notes:

It is not uncommon to see prices for essential service the same across the Territory.

The incomes that are the same throughout the Territory are those that are the most
vulnerable, the elders and low income. While their incomes are the same throughout the
Territory, the costs of goods in their communities are much different. QEC’s current rate
structure contributes to this disadvantage.
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TRANSITION TO TERRITORIAL RATES

Concerns raised with previous Territorial-Wide Rate Designs:

* The impact of the transition was placed solely on customers,
without subsidy revisions or rate realignment.

« Astraight forward transition to a Territorial Rate may cause rate
shock to customers where community rates are lower than the
Territorial rate.

* The current NESP subsidized rate would increase
(50% of Igaluit rate).

/

Notes:

If Igaluit’s rate increased to the territory-wide rate, it would result in the subsidized rate

increasing.
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STRAIGHT TRANSITION TO TERRITORIAL RATE \

Non-Government Rates
Residential Customers C I C

Community Cument | Current | Current | L on-|  NeW NESP | Rate | Rate | Cument | Territory-| Rate | Rate

Rate |Subsidized| NESP | .o Rate|SubSidized| Subsidy | o000 | hange | Rate |wideRate | Change | Change

Rate Rate Rate Rate
centskWh | cents/kWh |cents/kWh | centskWh | _cents/kWh |cents/kWn [cents/’kWh| % | cents/kWh | cents/kWh %
A B c D=B-C F G=E-F_| H=F-C | I=HIC J K L=K-J | M=LA
Cambridge Bay 7539 2028 4611 83.01 4151 2151 1223  418% 64.73 66.90 247 34%
GjoaHaven 89.68 2028 6040 83.01 4151 4151 1223  418% 85.95 66.90| -19.05| -222%
Taloyoak 99.19 2028 6991 83.01 4151 4151 12.23)  418% 97.50 66.90| -3060| -314%
Kugaaruk 116.05 2928 8677 83.01 4151 4151 12.23| 418%| 10282 66.90| -3592| -34.9% NESP at 50%
Kugluktuk 9381 2028| 6453 83.01 4151 4151 12.23|  418% 87.27 6690 -2037| -233% .
Rankin inet 6063 2928 3135 83.01 4151 4151 1223  418% 52.96 66.90| 1394 263% of Iqaluit
Baker Lake 69.25 2928 3997 83.01 4151 4151 12.23)  418% 64.75 66.90 215 33% Rate has a
Arviat 78568 2028| 4940 83.01 4151 4151 12.23|  418% 73.22 66.90| -632| -88%
Coral Harbour 95.24 2028 659 83.01 4151 4151 12.23|  418% 87.18 66.90| -2028| -233% great impact
Chesterfield iniet 98.31 2928 6903 8301 4151 4151 12.23)  418% 91.48 66.90| -2458| -269% &h
Whale Cove 90.71 2028 6143 83.01 4151 4151 12.23|  418% | 11287 66.90| -4597 | -40.7%
Naujaat 84.99 2028 5571 83.01 4151 4151 12.23|  418% 74.58 66.90| 788 -103% residential
iqaluit 58.56 2028| 2028 83.01 4151 4151 12.23)  418% 48.31 6690 1859 38.5% Aiorers
Pangnirtung 6438 2928 3510 83.01 4151 4151 12.23)  418% 56.82 66.90| 1008 17.7%
Kinngait 67.42 2028 3814 83.01 4151 4151 12.23]  418% 63.02 66.90 388 62%
Resolute Bay 102.38 2028 7310 83.01 4151 4151 12.23|  418% 97.53 66.90| -3063| -314%
Pond Iniet 90.21 2928 6093 83.01 4151 4151 12.23)  418% 82.67 66.90| -1577| -19.4%
igloolik 61.70 2928 3242 83.01 4151 4151 12.23)  418% 56.49 66.90| 1041 184%
Sanirajak 89.23 2028 5005 83.01 4151 4151 1223  418% 85.90 66.90| -19.00| -221%
Qikigtarjuaq 7737 2028 4809 83.01 4151 4151 12.23]  418% 73.26 6690| -636| -87%
Kimmirut 104.93 2928 7565 83.01 4151 4151 12.23|  418% 87.81 6690 -2091| -238%
Arctic Bay 87.99 2028 5871 83.01 4151 4151 12.23|  418% 78.50 66.90| 1160 -14.8%
Clyde River 7766 2928 4838 83.01 4151 4151 12.23)  418% 68.56 66.90| 186 24%
Grise Fiord 92.50 2028 6322 83.01 4151 4151 12.23| 418%| 107.25 66.90| -4035| -37.8%
Sanikiluag 82.00 2928 5272 83.01 4151 4151 12.23]  418% 78.54 66.90| -1184| -148%
Notes:

This table show how a straight forward transition to a Territory-wide rate would notably
impact some customers.

For residential customers where the Nunavut Electricity Subsidy program is based on 50%
of Iqaluit rate, Igaluit’s rate being the lowest will have the greatest rate increase. Going
from 58.56 cents per kilowatt hour to 83.01. The new subsidy rate under the program will
increase from 29.28 cents per kilowatt hour to 41.51, an increase of 12 cents per kilowatt
hours, a 41.8% increase for all residential customer throughout the communities in

Nunavut.

For commercial customers there are 7 communities that would see rate increases and the
remaining 18 communities receiving lower rates. In both scenarios there are some
substantial changes in rates. For instance Iqaluit commercial rate would increase by 18
cents per kilowatt hour (or 39.5%) and Whale Cole rate would decrease by 46 cents per
kilowatt hour (or 40.7%)
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NEW APPROACH: RATE REALIGNMENT

* Implementing separate levelized rates for Government and Non-
Government customers.

* Non-Government Rates will be set at the Igaluit rate and
adjusted to the overall rate increase of 5.1% (62 cent/kWh for
Residential and 51 cents/kWh for Commercial.)

« Government Rates will be set to recover the revenue shortfall
(93 cent/kWh for Residential and 85 cents/kWh for Commercial).

|

Notes:
In the 2022-23 GRA proposal QEC is taking a different approach for a territory-wide Rate
Design, a rate realignment.
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RATE REALIGNMENT

» This approach is similar to the approach of NWT in 2010, which
established rate structures with higher rates for government
customers, which subsidized non-government rates.

» This approach is aligned with the URRC’s recommendation in
Report 2018-01 on QEC’s 2018/19 GRA, stating:

“QEC be directed to examine an approach to rate realignment
including the adoption of higher revenue to cost ratios for Government
customers with a view to minimizing the harmful effects of high rate
increases for investment and economic growth in Nunavut.”

|
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QEC’S CURRENT RATES X

QULLIQ ENERGY CORPORA TION
Rate Schedules Effective April 1, 2019
Residential Commercial

Plant Non- Non-

No. Plant Name Covarian it Government Ooveranent Govemment

(centKWh) | (cent/kWh) | (cent/KWh) | (centKWh)
—

501 Cambridge Bay 75.39 75.39 6473 64.73

502 Gjoa Haven 89.68 9270 8595 8595

503 Taloyoak 99.19 107.83 9750 97.50

504 Kugaaruk 116.05 116.05 102.82 102.82

505 Kugluktuk 93.81 9953 87.27 87.27

601 Rankin Inlet 60.63 6063 5296 5894

602 Baker Lake 69.25 69.25 6475 64.75

603  Arviat 78.68 78.68 7322 7322

604  Coral Harbour 95.24 95.24 87.18 87.18 As illustrated, we
605 Chesterfield Inlet 98.31 98.31 9148 91.48

606 Whale Cove 90.71 14874 11287 12517 already have examples
607 Naujaat 84.99 8499 7458 7458 where Government rates
701 lqgaluit 58.56 58.56 4831 49.76 d bsidize N
702 Pangnittung 64.38 69.06 5682 6280 are used to subsidize Non-
703  Kinngait 67.42 7092 63.02 7092 Government rates.
704 Resolute Bay 102.38 104.30 9753 97.53

705 Pond Inlet 90.21 98.04 8267 8267

706 Igloolik 61.70 61.70 56.49 56.49

707 Sanirajak 89.23 9274 8590 85.90

708 Qikigtarjuaq 77.37 8889 7326 88.89

709  Kimmirut 104.93 10468 87.81 8827

710  Arctic Bay 87.99 87.99 7850 7850

711 Clyde River 77.66 7817 68.56 68.56

712 Grise Fiord 92.50 11245 107.25 107.25 e

713 Sanikiluaq 82.00 82.00 78.54 78.54

These rates highlighted in yellow were established prior to the division from Northwest
Territories.



RATE IMPACT (NON-GOVERNMENT)

Non-Government Rates
Residential Customers c ial Customer
Community Current sf:::l: :d c':' E"S‘:' Territory- Susz ::z - Sts::y Rate Rate | Current | Temitory-| Rate Rate
Rate Rate Rate wide Rate Rate Rate Change | Change Rate |wide Rate| Change | Change
cents/kWh | cents/kkWh |centskWh | cents/kWh | cents/kWh |cents/kWh [centskWh % cents/kWh | cents/kWh |centskWh %

A B c D=B-C E F G=EF H=F -C I=HIC J K L=K-J M=LW
Cambridge Bay 75.39 2028 46.11 61.57 3079 30.79 151 51% 64.73 50.79 -13.94 21.5%
Gjoa Haven 89.68 2928 6040 61.57 3079 3079 151 51% 85.95 50.79 -35.16 40.9%
Taloyoak 99.19 2028 6991 61.57 3079 3079 151 51% 97.50 50.79 -46.71 47.9%
Kugaarnuk 116.05, 2028 86.77 61.57 3079 30.79 151 51% 102.82 50.79 -52.03 50.6%
Kugluktuk 93.81 2928 6453 61.57 3079 3079 151 51% 87.27 50.79 -36.48 41.8%
Rankin Inlet 60.63 2028 3135 61.57 3079 3079 151 51% 52.96. 50.79 =217 “4.1%
Baker Lake 69.25 2928 3997 61.57 3079 3079 151 5.1% 64.75 50.79 -13.96 -21.6%
Anviat 78.68 2928 4940 61.57 3079 3079 151 51% 73.22 50.79 -2243 30.6%
Coral Harbour 95.24 2928 6596 61.57 3079 3079 151 51% 87.18 50.79 -36.39 “41.7%
Chesterfield Iniet 98.31 2028 69.03 61.57 3079 3079 151 51% 91.48 50.79 -40.69 44.5%
Whale Cove 90.71 2028 6143 61.57 3079 3079 151 5.1% 112.87 50.79 -62.08 55.0%
Naujaat 84.99 2028 5571 61.57 3079 3079 151 51% 74.58 50.79 -23.79 <81.9%
Iqaluit 58.56 2928 2928 61.57 3079 3079 151 51% 48.31 50.79 248 5.1%
Pangnirtung 64.38 2028 3510 61.57 3079 3079 151 51% 56.82 50.79 -6.03 <10.6%
Kinngait 67.42 2928 3814 61.57 3079 3079 151 51% 63.02 50.79 -1223 -19.4%
Resolute Bay 102.38 2928 7310 61.57 3079 3079 151 51% 97.53 50.79 -46.74 A7.9%
Pond Inlet 90.21 2028 6093 61.57 3079 3079 151 5.1% 82,67 50.79 -31.88 38.6%
igloolik 61.70 2028 3242 61.57 3079 3079 151 51% 56.49 50.79 -5.70 -10.1%
Sanirajak 89.23 2928 5995 61.57 3079 3079 151 51% 85.90 50.79 -35.11 40.9%
Qikigtarjuaq 77.37 2028 4809 61.57 3079 3079 151 51% 73.26 50.79 -2247 30.7%
Kimmirut 104.93 2928 7565 61.57 3079 3079 151 51% 87.81 50.79 -37.02 42.2%
Arctic Bay 87.99 2028 5871 61.57 3079 3079 151 51% 78.50 50.79 -27.71 35.3%
Clyde River 77.66 2028 4838 61.57 3079 3079 151 51% 68.56 50.79 -17.77 25.9%
Grise Fiord 92.50 2928 6322 61.57 3079 3079 151 51% 107.25 50.79 -56.46 52.6%

82.00 2928 5272 61.57 3079 3079 151 51% 78.54) 50.79 -27.75 35.3%

N\,

This tables show the impact to non-government customers moving to the proposed

territorial rates.

As shown in this table all non-government residential customers under the Nunavut
Electricity subsidy program will see a rate increase of 1.5 cents per kilowatt hour, which is a
rate increase of 5.1% that QEC is seeking.

As for the non-government commercial customers, Igaluit will see a rate increase of 2.48
cents per kilowatt hour which is again the 5.1% increase that QEC is seeking and in all other
communities the non-government commercial customer rates will drop to Igaluit’s new
rate. This will have all communities being treated equal to Igaluit, reducing a major cost
burden to most of the smaller communities.
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RATE IMPACT (GOVERNMENT) N

Government Rates
Resi | Customers Comm ercial Customer
Community Territory- Rate Territory- Rate
Current Rate wide Rate Rate Change Chande Current Rate wida Rate Rate Change Chinge
cents’kWh cents/kWh centskWh % cents’kWh centskWh %

A B [ D=C-B E=D/B F G H=G-F I=H/F
Cambridge Bay 75.39 9344 18.05 23.9% 64.73 85.35 20.62 31.9%
Gjoa Haven 92.70 9344 0.74 0.8% 85.95 85.35 -0.60 0.7%
Taloyoak 107.83 9344 -14.39 -13.3% 97.50, 8535 -12.15 -12.5%
Kugaaruk 116.05 9344 -22.61 -19.5% 102.82 8535 -17.47 -17.0%
Kugluktuk 99.53 9344 -6.09 6.1% 87.27 85.35 -1.92 -2.2%
Rankin Inlet 60.63 9344 32.81 54.1% 58.94 8535 26.41 44.8%
Baker Lake 69.25| 9344 24.19 34.9% 64.75 85.35 20.60 31.8%
Arviat 78.68 9344 14.76 18.8% 73.22 8535 1213 16.6%
Coral Harbour 95.24 9344 -1.80 -1.9% 87.18 8535 -1.83 -2.1%
Chesterfield Inlet 98.31 9344 -4.87 -5.0% 91.48 85.35 6.13 6.7%
Whale Cove 148.74 9344 -55.30 -37.2% 125.17 8535 -39.82 -31.8%
Naujaat 84.99 9344 8.45 9.9% 74.58 8535 10.77 14.4%
Iqaluit 58.56 9344 34.88 59.6% 49.76 85.35 35.59 71.5%
Pangnirtung 69.06 9344 24.38 35.3% 62.80 8535 22.55 35.9%
Kinngait 70.92 9344 22.52 31.8% 70.92 8535 1443 20.3%
Resolute Bay 104.30 9344 -10.86 -10.4% 97.53 85.35 -12.18 -12.5%
Pond Inlet 98.04] 9344 -4.60 4.7% 82.67 85.35 2.68 3.2%
Igloolik 61.70 9344 31.74 51.4% 56.49 85.35 28.86 51.1%
Sanirajak 92.74 9344 0.70 0.8% 85.90 8535 -0.55 -0.6%
Qikigtarjuaq 88.89 9344 4.55 5.1% 88.89 85.35 -3.54 -4.0%
Kimmirut 104.68 9344 -11.24 -10.7% 88.27] 85.35 -2.92 -3.3%
Arctic Bay 87.99 9344 5.45 6.2% 78.50 85.35 6.85 8.7%
Clyde River 78.17 9344 15.27 19.5% 68.56 85.35 16.79 24.5%
Grise Fiord 112.45 9344 -19.01 -16.9% 107.25 8535 -21.90 -20.4%
Sanikiluaq 82.00 9344 11.44 14.0% 78.54 85.35 6.81 8.7%

Notes:
This tables show the impact to government customers moving to the proposed territorial
rates.

As shown in this table the Government Rates will be adjusted to allow for the recovery of
the revenue shortfall caused by lowing the non-government rates. The new government
territory-wide rate will be 93 cent per kilowatt hour for Residential and 85 cents per
kilowatt hour for Commercial.
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GOVERNMENT ANNUAL IMPACT

Financial Impact to Government Accounts
GN account cost change
Energy purchase cost increase from rate levelization 8.991 Million
NES subsidy cost reduction -2.788 Million
Net cost increase to GN 6.203 Million
Municipal accounts cost change $1.786 Million
Federal accounts cost change $0.486 Million

Notes:
The outcome of this rate realignment is that Government customers will see an increase in
their electricity cost.

The Annual Impact will be as follows:

The Government of Nunavut combined electricity energy cost will increase by
approximately $9 Million.

There will be a cost saving to the government’s Nunavut Electricity Subsidy program of $2.8
Million, Resulting in a net cost increase of $6.2 Million to the territorial government.

In addition, the combined Municipal account cost will increase by $1. 8 Million and Federal
account cost will increase by $0.5 Million.
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ALTERNATIVE OPTIONS: NESP REVISIONS

* QEC is recommending that the Minister approve the territory-
wide rate structure that is being proposed by the Corporation.

« The Corporation also reviewed alternative territory-wide rate
structures with government funding support through the Nunavut
Electricity Subsidy Program.

Note: In the 2018-19 GRA instruction letter, QEC was directed to work with GN’s Department of Finance
in reviewing the existing Nunavut Electricity Subsidy Program (NESP).

|
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ALTERNATIVE OPTIONS: NESP REVISIONS

* Under these alternatives, the true territory-wide rates will be
established separately for residential (83 cents/kWh) and
commercial (67 cents/kWh) customers.

* Non-Government and Government rates will be the same.

* Instead of having Government rates increase to recover QEC’s
revenue shortfall, GN will introduce a revised NESP that will
provide subsidies to both Residential and Commercial customers
to recover the revenue shortfall.

|
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ALTERNATIVE OPTIONS: NESP REVISIONS

The Corporation recommends approval of their proposed territory-wide rate
structure over the alternatives for the following reasons:

+ It can be fully implemented by QEC

» Itis easier to manage within QEC'’s existing billing system

« Itis consistent with the URRC’s recommendation

+ It falls under the authority of the Minister responsible for QEC

» Alternative rate structure approaches require the commitment of the
GN Finance

However, if QEC’s proposal is rejected, QEC would welcome these alternatives

over maintaining the current Rate Structure. o

The proposed territory-wide rate structure can be fully implemented by QEC independently
of government having to modify its existing subsidy programs and policies.

The proposed rate design is in compliance with the URRC Act.

The proposed rate structure is easier to manage, offering administrative efficiency and it is
simple to understand for QEC’s customers and staff.

The URRC’s recommended adopting higher revenue to cost ratios for Government
customers with a view to minimizing the harmful effects of high rate increases for
investment and economic growth in Nunavut.

Revisions to the Nunavut Electricity Subsidy Program, does not fall under the responsibility
of the Minister responsible for QEC or the URRC Act that governs electricity rate setting in
Nunavut.

There may be challenges in revising the Nunavut Electricity Subsidy Program in sequence
with QEC’s new rate implementation. Any delays or alternations in the Programs proposed
revision could create rate shock to customers and may not result in uniform cost across the
Territory.
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CURRENT RATE STRUCTURE

* QEC implements rate adjustments on an equal
percentage basis of 5.1% across all customer classes.

* Maintaining the status quo means the gap between
smaller and larger communities will continue to increase.

* QEC does not support this option as it places a heavy
burden on smaller communities.

|

Notes:
If the rate proposal submitted by QEC is accepted then QEC will have to proceed with the
current rate structure were Nunavut will maintain different rates for each community.

35



CURRENT RATE STRUCTURE: RATE IMPACT

Non- Government Rates

Residential Customers Commercial Customer
Community Current Sf;::;; " c;é';;‘ 5.1% Susz ?dv;ze d S':l;;si:y Rate Rate | Current 51% Rate Rate
Rate Rete Rate | 'Mcrease Rt Rate Change | Change Rate | Increase | Change | Change
cents’kWh | cents/kWh | cents/kWh| centskWh | cents/kWh |centskWh |centskWh % cents’kWh | cents/kiWh |cents/kWh %

A B C D=B-C E F G=E-F H=F -C =HIC J K L=K-J M=l |
Cambridge Bay 75.39 2928 46.11 7926 3079 4847 151 52% 64.73 68.06 333 51%
Gjoa Haven 89.68 2928 6040 9429 3079 6350 151 52% 8595 9037 442 51%
Taloyoak 99.19 2928 6991 10429 3079 7350 151 52% 97.50 10251 501 51%
Kugaaruk 116.05 2928 86.77 12201 3079 9122 151 52% 10282 108.10 528 51%
Kugluktuk 93.81 2928 6453 9863 3079 6784 151 52% 8727 9176 449 51%
Rankininlet 60.63 2928 3135 63.75 3079 3296 151 52% 5296 5568 212 51%
Baker Lake 69.25 2928 3997 7281 3079 4202 151 52% 64.75 68.08 333 51%
Arviat 78.68 2928 4940 8272 3079 5193 151 52% 7322 76.98 376 51%
Coral Harbour 95.24 2928 6596 100.14 3079 6935 151 52% 87.18 91.66 448 51%
Chesterfield Iniet 98.31 2928 69.03 10336 3079 7257 151 52% 9148 96.18 470 51%
Whale Cove 90.71 2928 6143 9537 3079 6458 151 52% 11287 118,67 580 51%
Naugat 84.99 2928 5571 89.36 3079 58 57 151 52% 7458 7841 383 51%
Iqaluit 58.56 2928 2928 6157 3079 3079 15 52% 4831 50.79 248 51%
Pangnirtung 64.38 2928 3510 6769 3079 36.90 15 52% 56.82 5974 292 51%
Kinngait 67.42 2928 38.14 7089 3079 4010 15 52% 63.02 66.26 324 5.1%
Resolute Bay 102.38 2928 73.10 10764 3079 76 85 15 52% 9753 10254 501 51%
Pond Inlet 90.21 2928 6093 94385 3079 64.06 151 52% 8267 86.92 425 51%
Iglookk 61.70 2928 3242 6487 3079 3408 151 52% 5649 59.39 290 51%
Sanirapk 89.23 2928 5995 9382 3079 63.03 151 52% 8590 90.32 442 51%
Qikigtaruaq 77.37 2928 48.09] 8135 3079 5056 151 52% 7326 77.03 3 51%
Kimmint 104.93 2928 7565 11032 3079 7953 151 52% 87.81 9232 451 51%
Arctic Bay 87.99 2928 5871 9251 3079 61.72 15 52% 7850 8253 403 5.1%
Clyde River 77.66 2928 4838 8165 3079 50 86 151 52% 68.56 72.08 352 51%
Grise Fiord 92.50 2928 6322 9725 3079 66 46 15 52% 10725 112.76 551 51%
Sanikiuag 82.00 2928 5272 8621 3079 5542 151 52% 7854 8258 404 51%

==

Notes:

Under the current rate structure the residential customers will see the same increase as
QEC’s proposed Territorial-wide rate option because of the Nunavut Electricity Subsidy

Program, provided their usage remains within the threshold limits of the subsidy.
Customers will see a 1.51 cent per kilowatt hour increase which represents the 5.1%
increase QEC is seeking.

However, again the commercial customers will see the gap growing between smaller and
larger communities increase. Iqaluit rate will go from 48.31 to 50.77, a 2.46 cent per
kilowatt hour increase and Whale Cove’s rate will go from 112.87 to 118.63, a 5.76 cent per
kilowatt hour increase.
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BILL IMPACT RESIDENTIAL: 1000 KWH USAGE

Residential Subsidized Bills

% of Difference from Existing

Community (Winter Months)
Existing Territory-Wide Curment Territory-Wide Current
Cambridge Bay $ 307458 323258 32325 51% 51%
Gjoa Haven $ 30745| 8 32325 $ 32325 51% 51%
Taloyoak $ 307458 3232518 32325 51% 5.1%
Kugaaruk $ 307458 323258 32325 51% 51%
Kugluktuk $ 307458 3232518 32325 5.1% 5.1%
Rankin Inlet $ 30745| 8 3232518 32325 51% 5.1%
Baker Lake $ 30745| 8 323258 32325 51% 5.1%
Arviat $ 307458 323258 32325 51% 5.1%
Coral Harbour $ 30745]$ 32325 $ 32325 51% 5.1%
Chesterfield Inlet | $ 30745|8 323258 32325 51% 51%
Whale Cove $ 30745| 8 3232518 32325 51% 5.1%
Repulse Bay $ 30745 |8 3232518 32325 5.1% 5.1%
Iqaluit $ 30745| 8 32325 |8 32325 5.1% 5.1%
Pangnirtung $ 30745| 8 323258 32325 51% 5.1%
Kinngait $ 307458 32325 § 32325 51% 51%
Resolute Bay $ 307458 3232518 32325 51% 5.1%
Pond Inlet $ 307458 323258 32325 51% 51%
Igloolik $ 307458 32325 § 32325 51% 51%
Sanirajak $ 307458 3232518 32325 51% 5.1%
Qikigtarjuak $ 3074558 3232518 32325 51% 51%
Kimmirut $ 307458 3232518 32325 51% 5.1%
Arctic Bay $ 307458 3232518 32325 5.1% 5.1%
Clyde River $ 30745| 8 323258 32325 51% 5.1%
Grise Ford $ 30745| 8 323258 32325 51% 5.1%
Sanikiluag $ 30745] 8 3232518 32325 51% 51%

Billsincluded GST

Both options
will have the
same impact.
Residential
Customers who
use 1000 kWh of
usage, will see a
monthly bill
increase of
$15.80.

/

Notes:

This slide compares bill impacts to residential customers under the existing community-

based rate structure and the territory-wide rate design proposed by QEC.

It must be realized that a large majority of residential customers usage is well below the

1000 kwh threshold and they will see lower monthly bill increases.
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BILL IMPACT COMMERCIAL: 2000 KWH USAGE

Communiy Commercial Bills % of Difference from Existing
g Territory-Wide Current Territory-Wide Current
Cambridge Bay | $ 140132 (S 1,10859 ( $ 147120 -20.9% 5.0%
Gjoa Haven $ 1,84703 | $ 110859 ( $ 1.939.72 -40.0% 50%
Taloyoak $ 208950 | $ 1,10859 | $ 219474 -47.0% 5.0%
Kugaaruk S 220132 |$ 1,10859 | $ 231220 49.7% 50%
Kugiuktuk s 1,87460 | $ 1,10859 | $ 1.968.86 -40.9% 5.0%
Rankin Inlet S 115415 |8 110859 ( $ 1.211.32 -4.0% 5.0%
Baker Lake s 140177 ($ 110859 ( $ 147164 -20.9% 5.0%
Amiat S 157970 | $ 1,10859 | $ 1,658.65 -29.8% 5.0%
Coral Harbour S 1,87280 | S 110859 ( $ 1,966.88 -40.8% 5.0%
Chesterfield Inlet | $ 196311 (S 1,10859 | $ 2,061.82 43.5% 50%
Whale Cove s 241219 (S 110859 ( $ 2,534.10 54.1% 51%
Repulse Bay s 1,608.16 | $ 1,10859 | $ 1.688.68 31.1% 5.0%
Iqaluit S 1,056.45 | $ 110859 ( $ 1,108.59 49% 4.9%
Pangnirtung S 123527 (S 110859 ( $ 1.296.55 -10.3% 5.0%
Cape Dorset $ 1,36547 | $ 1,10859 | $ 14334 -18.8% 5.0%
Resolute Bay S 2090.17 | $ 1,10859 | $ 2,195.40 47 0% 5.0%
Pond Inlet s 177802 ($ 110859 $ 1.867.30 37.7% 5.0%
Igloolik S 1,22833 (S 1,10859 | $ 1.280.26 -9.8% 5.0%
Hall Beach S 184501 |5 110859 ( $ 1,938.62 -40.0% 5.0%
Qikigtarjuak S 158037 | $ 1,10859 | $ 1,659.53 -29.9% 5.0%
Kimmirut s 1,886.03 | $ 110859 ( $ 1.980.79 41.2% 5.0%
Arctic Bay $ 1,60040 (S 1,10859 | § 177523 34 4% 5.0%
Clyde River S 148177 (S 1,10859  $ 1,555.76 -25.2% 5.0%
Grise Ford s 220432 |$ 110859 $ 2,410.01 51.7% 5.0%
Sanikiluaq $ 160129 |% 110859 [ $ 1,776. 11 -34.5% 5.0%

Billsincludes $40 demand charge and GST

/

Notes:

For commercial Customers, under the proposed Territory-wide rate customers in Igaluit will
see a bill increase reflecting the 5.1% rate increase. However, commercial customers in the

remaining 24 communities will see bill reductions, some being very substantial.

However, if we keep the current rate structure all communities will see a bill increase of
about 5%, where 2000 kwh usage of power will cost a customer in Igaluit $1,108 and a
customer in Whale Cove $2,533.

How can we justify having two customers within the Territory being treated so differently

for the same service.
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OVER NESP THRESHOLD IMPACT

Current Rate Current Rate
Power Usage exceeds 1000 kWh Subsidy limit Power Usage exceeds 1000 kWh Subsidy limit
Iqaluit - Res idential | RatecentkWh  § 0.5856 Kugaaruk - Res idential [ RatecentkWh §  1.1605
within Subsidy limit ""I Total Paid within Subsidy limit ""I Total Paid
Power Usage 1500 kWh A B |c-as | Ol | e Power Usage 1500 kWh A B | c-aa | Pful | g cip
ratex 500 ratex 500
Customer Pays 50% Iqaluit | 02928 | 1000 | $29280[$ 29280 [$ 585.60 Customer Pays 50% Igaluit | 02928 | 1.000 | $29280| $58025|$ 873.05
GN Pays 0.2928 1000 | §$29280 GN Pays 08677 1.000 | $867.70
New Territorial- Wide Rate New Territorial- Wide Rate
Power Usage exceeds 1000 kWh Subsidy limit Power Usage exceeds 1000 kWh Subsidy limit
Iqaluit - Res idential | Rate centkWh $ 0.6157 Kugaaruk - Residential | Rate centkWh $ 06157
No No
within Subsidy limit subsidy | Tot2! Paid within Subsidy fimit subsidy | 70! Paid
Power Usage 1500 kWh A B c-axg | D-ful E=C+D Power Usage 1500 kWh A B c-axp [ D-ful E=C+D
e, o ratex 500 PR CAtp s ratex 500
Customer Pays 50% Iqaluit | 03079 | 1.000 |$30785[s 30785($ 615.70 Customer Pays 50% Igaluit | 03079 | 1.000 | $30785|$30785|$ 61570
GN Pays 03079 | 1000 | $30785 GN Pays 03079 | 1.000 |s30785

Under the current rate structure a customer who exceeds the NESP threshold in Igaluit will pay $292.80 for the
additional power. In Kugaaruk the customer pays $580.25 for the same amount of additional power. Under the
Territorial rate all communities are treated equallyand pay the same $307.85 for the additional power.

Notes:

This slide illustrates the bill impacts to customer who exceed the Nunavut Electricity
Subsidy Program thresholds.
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RATES ACROSS CANADA

Residential Commercial
Average total cost of electricity based on Average Total cost of electricity based on
monthly consumption of 1,000 kWh amonthly consumption of 2,000 kWh Nunavut has the
rents/kWh rents/kWh . .
< highest ratesin
Nunavut 37.5‘ |Nunavut 81.2| C dab |
Northwest Territories 33.4] Northwest Territories 422 anada V alarge
Prince Edward Island 17.4 Prince Edward Island 19.5 margin.
Nova Scotia 17.1 Nova Scotia 15.4
Saskatchewan 16.5 Saskatchewan 14.9
Ontario 15.1 New Brunswick 14.9
Alberta 14.7| |Alberta 13.6
Newfoundland & Labrador 14.1 Newfoundland & Labrador 13.4 .
New Brunswick 13.7] Ontario 13.3 The commercial Canada
Yukon Territory 13.6| |British Columbia 12.4 Average excluding Nunavut
British Columbia 128/ |Yukon Territory 11.8 is 16.0 cents/kWh.
Manitoba 9.8 Quebec 10.7
Quebec 74| |Manitoba 103
Canada Average 17.2 Canada Average (21.0

—_—

Price included service charges and subsidy programs such as NESP.

Notes:
The slide shows the average cost of electricity across Canada based on monthly
consumptions.

Nunavut has the highest rates in Canada for both Residential and Commercial customers.

Commercial customer rate especially stands out, considering it is almost 400% more than
the Canadian Average and twice as much as the Northwest Territories.
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HOW CAN CUSTOMERS PARTICIPATE

* The public can submit their feedback to
URRC@gov.nu.ca by 5 p.m. on June 17, 2022.

* For more information, QEC’s GRA can be found online
at www.gec.nu.ca. Copies can also be made available
upon request by contacting QEC’s Customer Care
division at customercare@qec.nu.ca or 1-866-710-4200.

. ——

Notes:

QEC encourages everyone to give their input concerning how this application affects you as
a resident and/or customer. Negative and positive input is equally valuable and useful in
assisting the Utility Rates Review Council in their review.
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Thank you.
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