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1. BACKGROUND and APPLICATION 
 

By letter dated April 21, 2011, Northland Utilities (Yellowknife) Limited 

(“Northland”, “NUL”) submitted to the Northwest Territories Public Utilities Board 

(“the Board”) a Phase 1 General Rate Application (“GRA”, “Application”) for the 

2011, 2012 and 2013 test years. 

 

In its Application, Northland requested orders or orders of the Board to: 

 

1. Approve the revenue requirements for each of the forecast test years 2011, 

2012 and 2013; 

2. Approval for the utilization of the following deferral accounts - Purchased 

Power Flow Through, Capital Deferral Account, Defined Benefit Pension 

Plan Cash Contribution Deferral Account and Income Tax Rate Variance 

Deferral Account. 

3. Approval to discontinue purchasing third party distribution line (property) 

insurance at the expiry on July 1, 2012 of the current insurance policy. 

4. Approval of updates to Northland’s Maximum Investment Level Policy. 

5. Approval of updated Depreciation Parameters as supported by a 

depreciation study. 

6. Approval of an Interim Refundable Rate Rider (Rider K) and Temporary 

Refund / Surcharge Rider (Rider E) for implementation on July 1, 2011, 

which are designed to recover 80% of the requested revenue shortfall.  

7. Approval of Northland’s 2010 Deferral Account Application. 

8. Approval of the Interim Refundable Cost Recovery (Refund) Riders (Rider H 

and Rider T) for implementation on July 1, 2011 
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Pursuant to the provisions of section 13.(1) of the Rules of Practice and 

Procedure, the Board, by letter dated April 27, 2011 directed Northland to publish 

notice of the public hearing of the GRA in newspapers that circulate in the 

Northwest Territories. The notice provided details of the GRA and invited 

interested persons to file a request with the Board for intervener status. 

 

The City of Yellowknife (“the City”, “Yellowknife”) registered its intervention with 

the Board, by letter dated May 6, 2011.  

 

By letter dated June 22, 2011, Northland requested permission and direction of 

the Board to enter into formal Negotiated Settlement (“Settlement”) discussions 

with the City. The Board, by letter dated June 23, 2011, granted the requested 

permission and requested Northland to advise the Board by July 31, 2011 as to 

whether or not a settlement has or will be concluded. 

 

By letter dated June 23, 2011, the City confirmed that it is interested in having 

discussions with Northland to determine if it is possible to arrive at a settlement. 

 

The Board and the City submitted information requests, to which Northland 

responded on June 30, 2011. 

 

The City, by letter dated July 20, 2011, advised that the parties have successfully 

concluded negotiations and anticipate that Northland will be filing a Settlement 

with the Board by July 29, 2011. The City also advised that the parties have 

agreed to suspend the current process schedule until the Board has had an 

opportunity to review and consider the Settlement. The City requested that the 

Board suspend the schedule pending the filing and consideration of the 

Settlement. 

 



The Public Utilities Board 
Of the Northwest Territories 3 
Decision 13-2011 
 

 

By letter dated July 20, 2011, the Board approved the suspension of the current 

schedule until the Board had an opportunity to review the Settlement. 

 

On July 29, 2011, NUL requested Board approval of the Negotiated Settlement 

and indicated that the Settlement had been arrived at as a “package deal” 

agreement between Northland and the City. 

 

The Board reviewed the Settlement and identified a number of concerns. The 

Settlement was presented to the Board as a take-it-or-leave-it package deal in 

which the Board’s options are to approve or reject the Settlement in its entirety. 

 

The Board issued Decision 12-2011, dated August 9, 2011, rejecting the 

Settlement and reinstated the remainder of the scheduled hearing process. 

 

The Board stated that if the parties wish to revise and refile an amended 

Settlement then that option is available but the Board will need to be advised 

soon if that is the desired approach. 

 

By letter dated August 12, 2011, NUL advised the Board that Northland and the 

City have successfully negotiated revisions to the Settlement. Northland and the 

City considered that they have comprehensively addressed the concerns raised 

by the Board and have negotiated amendments which provide additional clarity 

to the previously filed Settlement. NUL submitted the revised Settlement and the 

parties requested that the Board approve this Settlement as a “package deal”. 

The parties also requested that the Board continue the suspension of the 

Hearing schedule until the Board has had the opportunity to consider and rule 

upon this revised Settlement. 
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Subsequent to the filing of the Revised Settlement dated August 12, 2011, 

Northland indicated by letter dated August 19, 2011 that Northland and the City 

have concluded that additional clarification regarding Clause 12 of the Negotiated 

Settlement would be of assistance to the Board in its consideration of this 

Agreement. 

 

Accordingly, an Amended Negotiated Settlement ("Amended Settlement"), 

reflecting a change to the wording of Clause 12 was filed with the Board on 

August 19, 2011. The parties indicate the above is the only change to the 

Revised Negotiated Settlement dated August 12, 2011. The Amended 

Settlement was also filed as a "package deal" in accordance with the Board's 

governing legislation. 
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2. AMENDED NEGOTIATED SETTLEMENT 
 

Northland filed for approval of the Amended Settlement including approval of the 

revenue requirements of $37,445,000 for 2011, $38,390,000 for 2012 and 

$39,084,000 for 2013. Northland indicates that the Amended Settlement was 

arrived at as a “package deal” between Northland and interested parties. The 

signatories to the Amended Settlement are the City and Northland. The 

Amended Settlement is attached hereto as Appendix A.  

 

The following table provides a comparison of the reductions to the filed rate 

increases as per the Amended Settlement: 
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The following adjustments to the NUL proposed revenues and revenue 

requirements are reflected in the Amended Settlement: 

 

(a) Adjust the residential use per customer forecast for the Test Years as detailed 

in Schedule 2.1, as follows: (i) 2011 — 8,259 kWh; (ii) 2012 — 8,226 kWh; 

and, (iii) 2013 — 8,195 kWh. These changes result in the following increases 

in forecast revenues: (i) 2011 - $150,000; (ii) 2012 - $205,000; and 2013 - 

$201,000; 

(b) Increase Northland's Purchased power expense, as detailed in Schedule 3.1 

of the GRA, as follows: (i) for 2011, by $105,000; (ii) for 2012, by $143,000; 

and, (iii) for 2013, by $140,000; 

(c) Increase Northland's miscellaneous revenue forecast, as detailed in Schedule 

2.2 of the GRA, as follows: (i) for 2011, by $25,000; (ii) for 2012, by $50,000; 

and (iii) for 2013, by $75,000; 

(d) Reduce maintenance warehouse and office expense (Account 88900), and 

consequently the revenue requirement, by $5,000 for each of the 2011-2013 

Test Years; 

(e) Reduce the revenue requirement amounts included in Account 72720 - 

relocation expenses by the following: (i) for 2011, by $38,000; (ii) for 2012, by 

$42,000; and, (iii) for 2013, by $46,000; 

(f) Adjust the employee vacancy level reflected in the GRA to 0.75 FTE for each 

year, and consequently the revenue requirement in each of 2011-2013, by 

$12,500; 

(g) Reduce revenue requirement for depreciation respecting line transformers by 

the following amounts: (i) for 2011, by $73,000; (ii) for 2012, by $73,000; and, 

(iii) for 2013, by $74,000; 

(h) Use the following forecast debenture rates for purposes of calculating long-

term debt rates for the Test Years: (i) for 2011 — 5.4%; (ii) for 2012 — 5.9%; 
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and (iii) for 2013 — 6.2%. The revenue requirement impact amounts to: (i) for 

2011 - $0; (ii) for 2012 - $3,000; and (iii) for 2013 - $10,000; 

(i) The long-term debt rates detailed in paragraph (h) above to be used for 

purposes of calculating the carrying costs — staff housing —Account 88800. 

This results in the following reductions to the applied for amounts: (i) for 2011 

- $15,000; (ii) for 2012 - $10,000; and, (iii) for 2013 - $8,000; 

(j) Reduce the cost rate of 4.59% for Customer Deposits shown in Schedule 7.1 

in each of 2011, 2012 and 2013 to .5%, 1.0% and 1.5% respectively. The 

revenue requirement reduction will be: (i) for 2011, $17,000; (ii) for 2012, 

$16,000; and, (iii) for 2013, $14,000; 

(k) Reduce the amount claimed for amortization of deferred costs/credits by 

$10,000 for each of the 2011-2013 Test Years to reflect estimated Rate Case 

savings realized from the Negotiated Settlement versus a litigated 

proceeding; 

(l) Set the rate of return on equity for Northland at 9.3% for each of the 2011-

2013 Test Years; and 

(m) Set the the Equity component of Northland's capital structure at the existing 

level of 43.5% for each of the 2011-2013 Test Years. 

 

While the terms of the Amended Settlement are fully described in Appendix A the 

following clauses in the Amended Settlement are worthy of note. 

 

Clause 10 of the Amended Settlement states upon the expiry of the current third 

party insurance policy on distribution lines in July, 2012, Northland will not renew 

this insurance coverage. In its place, Northland shall use its reserve for injuries 

and damages to recover any claims or costs that were previously covered by this 

insurance policy. 
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At Clause 12 of the Amended Settlement, Northland states the parties are 

requesting that the Board approve a deferral account which would be used to 

record amounts associated with any Board Decisions that result in changes to 

the rules or parameters that Northland operates under, including such areas as 

the billing system, collection practices or the frequency of meter reading, or 

statutory or legislative provisions or changes that bear on the nature and extent 

of Northland's regulated utility obligations or operations and which impact 

Northland's 2011-2013 Revenues and/or Revenue Requirements. Clause 12 

provides that, no such recorded amounts would be approved by the Board as 

part of this Negotiated Settlement. Rather, the balance(s) would be brought 

forward by Northland for consideration in Northland's next General Rate 

Application. 

 

Clause 13 provides the mechanisms described in the Application with respect to 

deferral accounts and depreciation parameters shall be implemented as 

described therein.  

 

The depreciation parameters referred to in Clause 13 are more fully described in 

the Application and in BR NUY 9. 

 

The following deferral accounts were proposed by NUL: 

 

• Purchased Power Flow Through: Northland proposes the flow through of any 

changes in the wholesale rate for power purchased from the Northwest 

Territories Power Corporation. This is an existing deferral account. 

 

• Defined Benefit Pension Plan: Northland proposes a deferral account for any 

required change to the 2013 defined benefit pension funding requirements, 
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following actuarial evaluation at the end of 2012, which will impact the defined 

benefit pension expense related to Northland’s eligible northern based staff.  

 

• 25 kV Capital Deferral Account: Northland proposes the continuation of the 25 

kV conversion deferral account to flow through the revenue requirement 

impacts of the difference between forecast and actual 25 kV conversion 

additions. 

 

• Income Tax Rate Variance: Northland proposes a tax rates deferral account 

to flow through the revenue requirement impact of any changes in income tax 

rates during the test years.  

 

Northland proposed certain changes to the maximum investment levels in its 

Application as follows: 

 

"Northland has included for approval a revision to the Maximum 
Investment Levels (MILs) quoted in Schedule A of the Terms and 
Conditions of service (T&Cs). Since this is the Application year, Northland 
is proposing to maintain the 2010 MILs in 2011. However, in an effort to 
retain the same proportion of investment that customers in 2010 have 
received (the inter-generational equity), Northland is proposing to inflate 
the 2010 MILs by the “Other” inflation rate of 2% per year commencing 
2012 and further into 2013. The proposed MILs are included in the Table 1 
below. Northland will revise Schedule A of the T&Cs after the decision on 
this Application has been rendered." [Application Page 8-4] 

 

The Board notes the Amended Settlement does not include specific reference to 

the Northland proposed changes to maximum investment levels.  
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3. DECISION 
 

The Board notes adequate notice was provided and no party opposed the 

Amended Settlement. The Board considers therefore that the Settlement process 

was fair. 

 

The Board also notes from its examination of the individual components of 

revenue requirement that the substantive issues in the Application were 

addressed by the parties. The Board concludes therefore the Settlement taken 

as a whole can be considered to be in the public interest. 

 

Accordingly, the Board approves the Amended Settlement, as filed. 

 

Among the approvals requested in the Application, the Board dealt with the 

request for interim rates and approval of Riders H and T in Decision 9-2011. 

 

In Decision 9-2011, the Board noted that the support and calculations for the 25 

kV deferral account for 2010 will be subject to full review and examination at the 

time of the main hearing of the Application. In view of the Amended Settlement, 

the Board has reviewed the 25kV deferral amounts for 2010 and is satisfied that 

the proposed deferral amounts are appropriate. Accordingly, the Board approves 

Northland's request for approval of the 25 kV deferral amounts for 2010. 

 

Northland proposed certain changes to the maximum investment levels in its 

Application. However, the Amended Settlement does not make specific reference 

to the changes to maximum investment levels. Accordingly, it is not clear from 

the Amended Settlement whether the parties intended the maximum investment 

levels to be changed as per the Application. Northland is directed to clarify the 

parties' intent respecting maximum investment levels in the refiling of the Phase 
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1 Application and provide the amended Terms and Conditions of Service 

reflecting any changes to the maximum investment levels. 
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4. BOARD ORDER 
 

NOW, THEREFORE IT IS ORDERED THAT: 
 

1. The Board approves the Amended Negotiated Settlement dated 

August 19, 2011, as filed. 

 

2. Northland is directed to refile a complete set of Phase 1 revenue 

requirement schedules reflecting the Amended Settlement together 

with any request for rate adjustment within 30 days of this Decision. 

In its refiling of the Phase 1 Application, Northland is directed to 

clarify the parties' intent respecting the Northland proposed changes 

to maximum investment levels and provide the amended Terms and 

Conditions of Service reflecting any changes to the maximum 

investment levels. 

 

3. Nothing in this Decision or Order shall bind, affect or prejudice this 

Board in its consideration of any other matter or question relating to 

Northland Utilities (Yellowknife) Limited. 

 
 

ON BEHALF OF THE 
PUBLIC UTILITIES BOARD 
OF THE NORTHWEST TERRITORIES 

 

       
 
       
      Joe Acorn 
      Chairman 
 
      Dated August 26, 2011 



 

 

FOLLOWING IS 
 

APPENDIX A 
 

ATTACHED TO AND FORMING PART OF 
 

THE PUBLIC UTILITIES BOARD 
 

OF THE NORTHWEST TERRITORIES 
 

DECISION 13-2011 
 

DATED AUGUST 26, 2011 
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