
 
 

THE PUBLIC UTILITIES BOARD 

OF THE 

NORTHWEST TERRITORIES 

 
 
 
DECISION 17-2017 DECEMBER 28, 2017 

 

IN THE MATTER OF the Public Utilities Act, being Chapter 110 of 

the Revised Statutes of the Northwest Territories, 1988(Supp.), as 

amended; 

 

AND IN THE MATTER OF a Public Utilities Board initiated 

proceeding for General Rate Review of the 2017 rates, tolls and 

charges of Northland Utilities (Yellowknife) Limited.  

 

  



 
 

THE PUBLIC UTILITIES BOARD 

 

 

BOARD MEMBERS Gordon Van Tighem Chairman 

Charlie Furlong  Member 

Tina Gargan   Member 

 

 

BOARD STAFF  Louise Larocque  Board Secretary 

Raj Retnanandan  Board Consultant 

Ayanna Catlyn  Board Counsel 

  



 
 

TABLE OF CONTENTS 

 

1. BACKGROUND AND APPLICATION ........................................................... 1 

2. REVIEW OF THE GRR PROCEEDINGS....................................................... 5 

3. EXAMINATION OF ISSUES .......................................................................... 6 

3.1. Operating and Maintenance Expenses (O&M) .................................................... 6 

3.2. Cost of Debt .......................................................................................................... 7 

3.3 Capital Additions .................................................................................................. 9 

4. BOARD ORDER .......................................................................................... 12 

 

 

 

 

 



1 
The Public Utilities Board 
Of the Northwest Territories 
Decision 17-2017 
 
1. BACKGROUND AND APPLICATION 
 

1. On May 1, 2017 Northland Utilities (Yellowknife) Limited’s (“NUL YK” or 

“NUY”) Annual report of Finances and Operations was filed. Noting that NUL 

YK earned a return on equity of 300 basis points above the last allowed rate 

of return in 2017, the Northwest Territories Public Utilities Board (Board), by 

letter dated May 3, 2017, requested NUL YK to indicate whether it intends to 

file a General Rate Application (“GRA”) for 2017 and provide its views on the 

matters raised in the Board’s May 3, 2017 letter. The Board noted, following 

receipt of NUL YK’s letter it would consider the options including whether it 

should initiate a General Rate proceeding to review NUL YK’s rates for 2017. 

 

2. By letter dated May 11, 2017, NUL YK provided reasons for not filing a GRA 

with respect to 2017 and indicated it anticipates filing a GRA commencing 

with the 2018 test period.  

 

3. By letter dated June 12, 2017, the City of Yellowknife (“City”) requested that 

the Board direct NUL YK to file a GRA in 2017 to establish a revenue 

requirement for the 2017 test year.  

 

4. NUL YK submitted that the annual report of finances provided the Board with 

the opportunity to review the affairs, earnings and accounts of Northland on a 

yearly basis, which allows the Board to fulfill its mandate under Section 65. 

 

5. Section 65 of the Public Utilities Act (“Act”) requires the Board to review the 

affairs, earnings and accounts of each public utility every three years: 

65. (1) The Board shall every three years and may at any other time 
review the affairs, earnings and accounts of each public utility. 
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6. By Decision letter 1-2017 dated June 26, 2017, the Board considered the 

annual report of finances to be one component of the review process and 

stated that, if the annual report of finances suggests further review and 

adjustment of rates may be warranted, it must extend the review to a more 

detailed review. 

 

7. Accordingly, by Decision letter 1-2017 dated June 26, 2017, NUL YK was 

directed to file a General Rate Review (“GRR”) application within 60 days of 

the Decision letter. The Board stated that the application is to be considered a 

filing, pursuant to a Board initiated proceeding to review and, if required, 

adjust NUL YK’s rates for 2017.  

 

8.  By letter dated August 25, 2017 NUL YK filed the requested GRR Application. 

NUL YK noted that it has made significant efforts to provide the requested 

information for this unprecedented type of ‘review’ application within the 

relatively short time-frame allowed. 

 

9. In its application NUL YK stated, this application has been termed by the 

Board to be a ‘Rate Review’ as opposed to a full rate application, which NUL 

YK interpreted to be due to the shortened time frame and notice provided by 

the Board and the Board’s appreciation for the time required to prepare a full 

General Rate Application. 

 

10. NUL YK stated, as per the Board direction, the forecast used in preparing the 

GRR was the 2017 Business Plan, as approved by management on 

November 4, 2016; the 2017 Business Plan was not completed at the level of 

detail required to support a full GRA as it was not contemplated at that time 

that NUL YK would submit a 2017 GRA. NUL YK stated that, due to the 

likelihood of restructuring of the two Northland Utilities entities as an outcome 
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of an arbitration process with the Town of Hay River, it expected that a GRA 

would not be filed until 2018. 

 

11. Based on the GRR filing NUL YK requested approval to begin refunding an 

amount of $842,000 (surplus) by setting a proposed interim refundable rate 

rider, Rider K, to -2.27% effective October 1, 2017. NUL YK proposed that the 

$842,000 be refunded to customers on an across the board basis. NUL YK 

stated, once a final Decision is received, it would true-up any balance in 

accordance with the Decision. 

 

12. The impact of the interim rates on typical customer bills was set out as 

follows: 

 

 

13. The City submitted that generally, it supports the proposed interim rider as it 

results in a reduction in customer rates. 

 

14. In the interest of ensuring the customers who paid the rates are substantially 

the same as those who would receive the proposed refund arising from the 

2017 excess earnings identified by NUL YK, the Board considered that the 

refund should commence as soon as possible. Accordingly, the Board issued 

Decision 15-2017 approving a refund rider of -2.27% by way of Rider K, 

effective October 1, 2017. 

 

15. The City recommended further review of the 2017 GRR through an 

information request process which would be followed by a further process. 

However, the City did not anticipate that intervener evidence would be 

required and expressed the expectation that, subject to NUL YK providing full 
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and complete answers to information requests, argument and reply would 

suffice.  

 

16. NUL YK did not agree with the City’s views on further process and noted that, 

given the scope and nature of this GRR process, the Board has all necessary 

information to issue the approval sought in the GRR Application. 

 

17. The Board accepted that further review of the GRR through a round of 

information requests and responses followed by Argument and Reply as 

suggested by the City would be appropriate, before finalizing the rates for 

2017. In Decision 15-2017, the Board elaborated on the scope of the 

proceedings and prescribed the schedule for the remainder of the 

proceedings as follows: 

Information Requests to NUL YK  October 6, 2017 
Information Responses from NUL YK October 20, 2017 
Argument     November 3, 2017 
Reply Argument     November 17, 2017 
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2. REVIEW OF THE GRR PROCEEDINGS 
 

18. The Board and the City submitted information requests, to which NUL YK 

responded on October 20, 2017. 

 

19. On November 3, 2017, NUL YK and the City filed Argument and on 

November 17 2017, NUL YK and the City filed Reply Argument. 
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3. EXAMINATION OF ISSUES 
 

3.1. Operating and Maintenance Expenses (O&M) 
 

20. The City submitted there is a pattern of decreasing O&M levels over the past 

years and the 2017 forecast is not consistent with that pattern; the City 

submitted the 2017 O&M increase should be limited to the 2016 O&M plus a 

2% escalation for inflation: 

Further, as noted above, there is a pattern of decreasing O&M. If the 
lower, and declining level of O&M was adequate for prior years, 
regardless of the reason, one has to ask why the increase is required in 
2017. Whether there was declining O&M as a result of vacancies, or as a 
result of increased capital work, NUY was able to provide safe and reliable 
service at a lower O&M cost. 

On the other hand, if NUY was deferring needed O&M work to achieve 
returns, particularly in 2016, where NUY’s Common Equity Return was 
12.3%, rather than secure the needed resources in 2016 to do the 
referenced customer work and capital work and needed maintenance, 
NUY should not now be rewarded for this action by being allowed to 
forecast increased O&M costs in 2017. While YK submits that, in keeping 
with the observed trend, the 2017 O&M should be lower than 2016, it 
acknowledges that using the 2016 O&M as a proxy for 2017 is acceptable. 
As such, YK submits that the 2017 forecast O&M should be limited to the 
2016 levels plus inflation of 2%. The 2% factor is taken from page 3 of the 
NUY application, where NUY indicates that Labour inflation and Other 
inflation are both 2%. [City Argument, paragraphs 6, 7] 

 

21. NUL YK stated, although the 2017 O&M forecast was higher than the 2016 

actual it is still lower than the historical three-year average; NUL indicated the 

2016 year was abnormal and the 2017 forecast remains appropriate:  

As demonstrated, the 2017 O&M levels are lower than the historical three-
year average but are higher than the 2016 actuals. The increase in the 
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2017 O&M levels over 2016 levels are a result of a number of vacancies, 
deferred maintenance and diverting resources to address the high volume 
of capital project work experienced throughout 2016. NUY currently has 
no vacancies, and the 2017 year-to-date actual O&M costs are $23,000 or 
0.8% lower than the 2017 forecast. As such, NUY submits that the 2016 
year was abnormal and the 2017 forecast as presented in the Application 
continues to remain appropriate. [NUL YK Argument, paragraph 10] 

 

Board Findings: 

22. The Board notes NUL YK’s statement that the 2016 O&M levels were 

abnormal as a result of a number of vacancies, deferred maintenance and 

diverting of resources to address the high volume of capital project work 

experienced throughout 2016. Given that the 2017 O&M forecast is lower 

than the historical three-year average and noting that actual to date O&M is 

marginally (0.8%) lower than forecast, the Board is satisfied that the forecast 

2017 O&M level is not unduly high. Accordingly, the Board accepts NUL YK’s 

forecast of O&M expenses for 2017 for purposes of this Decision.  

 

3.2. Cost of Debt 
 

23. NUL YK proposed a 2017 cost of new debt at 4.85%; the forecast debt rate is 

made up of the following components: 
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24. The City submitted, the 4.85% forecast is outdated, and it should therefore be 

held as a placeholder to be updated when the actual debt issue for 2017 has 

taken place: 

As the forecast debt rates are almost two years old, the debt forecasts 
cannot be relevant to the current forecast of debt costs. YK expects that 
NUY would have known what it expected the cost of the new debt issue to 
be by the time of the IR response. Even if it had not known the actual debt 
rate of the new issue, NUY should have a much more recent estimate 
than a one to two year old estimate. As such, the forecast cost for new 
debt cannot be seen as reasonable. In this circumstance, and given that 
NUY provided no updated information, YK submits that the 4.85% should 
be used as a placeholder until the actual cost of the 2017 debt is known, 
and then rued (sic) up to the actual cost. [City Argument, paragraph 9] 
 

25.In Reply NUL YK submitted: 

There is no contrary evidence suggesting NUY’s cost of debt estimate is 
unreasonable, nor was there any evidence or information requests put 
forth discussing placeholder treatment for the cost of debt. As the City is 
well aware, cost of debt forecasts can typically cover multiple years and 
are based on historical data one to two years old, depending on a utility’s 
proposed test period and the timing of such filings. Further, the suggestion 
for placeholder treatment is inconsistent with the scope of this proceeding 
and therefore, the City’s recommendations are without merit and the 2017 
cost of debt forecast put forth by NUY remains reasonable and should be 
accepted by the Board. [NUL YK Reply, paragraph 9] 

 

Board Findings: 
26. The Board notes from BR NUY 1 that the new debt issue in the amount of 

$7.3 million would replace Debt series I in the amount $7.1 million which 

matures on November 22, 2017. NUL YK states the new debt would be 

issued around the same time that the Series I is repaid. [BR NUY 1c)] The 

Board notes that NUL YK has not indicated the term of the new issue 

anywhere in the filing; however, the underlying long Canada bond rate of 

2.8% used to calculate the debt rate suggests it is a 30-year bond.  
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27. The Board notes that the forecast used in preparing the GRR was the 2017 

Business Plan, as approved by NUL YK’s management on November 4, 

2016; however, the debt rate forecast reflected in the application placed 

reliance on financial market information dating back to February 2016 as 

shown in BR NUY 1d) Attachment 1. 

 

28. Given the absence of forecast debt rate information closer to the time of the 

business plan which forms the basis for the GRR forecasts, the Board 

accepts the City’s recommendation that the 4.85% forecast is outdated, and it 

should therefore be held as a placeholder to be updated when the actual debt 

issue for 2017 has taken place. NUL YK is directed to reflect this finding in its 

compliance filing. 

 

3.3 Capital Additions 
 

29. NUL YK states, it leases 2 adjoining properties from the City of Yellowknife for 

storage use; the lease was set to expire and funds in the amount of $582,000 

were allocated for the purchase and setup of land to use as a new Storage 

Yard and included as part of 2017 capital additions. 

 

30. With respect to this addition the City stated that this unsupported addition in 

the 2017 forecast should be denied: 

There is no further information regarding this land. YK would expect that 
an expenditure of $582,000 would have been supported by a business 
case which would include, at a minimum, the date the current lease 
expires, what the options for renewal of the lease were, what options were 
available for other leased land, and why the purchase option was the least 
cost alternative. Without such a business case, YK submits that the 
forecast capital cannot include the purchase of new land. NUY may 
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include the forecast in the upcoming 2018 GRA, with a complete business 
case that can be tested, but inclusion of such unsupported acquisitions in 
this proceeding should be denied. [City Argument, paragraph 11] 
 

31. In response to the City’s request to remove the land costs from the 2017 

forecast of additions, NUL YK states: 

In its Argument, the City appear to question the absence of business 
cases regarding NUY’s proposed 2017 capital budget, and recommends 
removing NUY’s forecast capital land costs from the filing. 
 
Business cases were specifically contemplated by the Board in Decision 
15-2017 where the Board accepted NUY’s GRR, as filed, and NUY was 
not directed to include business cases, as this is not a full GRA. As such, 
NUY submits that detailed business cases are beyond the scope of this 
review. [NUL YK Reply, paragraphs 10, 11] 

  

32. The City submitted that given the lack of information or testing of the actual 

results, the Board cannot approve the actual or forecasts for capital additions 

as prudent at this time. 

YK also notes that NUY has actual capital additions of $6.919 million in 
2014, $1.904 million in 2015, and $2.946 million in 2016, and forecast 
capital additions of $4.357 million in 2017. Given the lack of information or 
testing of the actual results, YK submits that the PUB cannot approve the 
actual or forecasts as prudent at this time. The determination of prudence 
should only be assessed in the context of a full GRA, and not in the limited 
process of this GRR. [City Argument, paragraph 12] 
 

33. NUL YK submitted that the company expects that prudence of the opening 

rate base and the 2018 capital additions will be tested as part of a future GRA 

process and no changes are warranted to the GRR at this time. 

 

Board Findings: 
34. With respect to the land purchase the Board notes the City’s submission that, 

at a minimum, information supporting the City land purchase such as the date 

that the current lease expires, the options for renewal of the lease, other 
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options available for other leased land, and why the purchase option was 

considered the least cost alternative, should have been provided. 

 

35. The Board also notes that the lease was set to expire, and funds were 

allocated for the purchase and setup of land to use as a new Storage Yard; 

however, costs for improvements or structures for a new storage yard do not 

appear to have been included in the 2017 forecasts; had this been the case, 

that would have given some support for the view the asset would be used or 

useful in 2017.  

 

36. In view of the lack of support for whether the City land purchase would be a 

used or useful asset in 2017 pursuant to Section 49(1) Act, the Board denies 

the proposal to include $582,000 in capital additions for 2017. NUL YK is 

directed to remove this amount from 2017 rate base for purposes of the 

compliance filing. 

 

37. Since the historical capital additions were not subject to review as part of 

these proceedings, the Board agrees that the historical additions constituting 

the 2018 opening rate base should be subject to review at the time of the 

GRA expected to be filed in 2018.  
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