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I. Introduction

1. The City of Yellowknife (“YK”) files this argument with respect to the Northland 
Utilities (Yellowknife) Limited (“NUY”) general rate review application.

2. As noted in the preamble to YK-NUY-3, O&M costs in 2017 increase by $196,000 in 
2017, following declines of $272,000 in 2015 and $291,000 in 2016.  The following table 
taken from Schedule 5, O&M Expenses, demonstrates this.

2014 2015 2016 2017

2015 
vs 

2014
2016 vs 

2015
2017 vs 

2016
Distribution 1,006 896 658 886 (110) (238) 228
General 199 225 195 189 25 (29) (6)
Public information 184 144 138 149 (41) (5) 10
Billing & Customer Accounting 1,224 1,213 1,064 1,094 (10) (149) 30
Corporate 1,512 1,376 1,507 1,442 (137) 131 (66)

4,125 3,853 3,563 3,759 (272) (291) 196

Less Donations (8) (24) (18) (20) (16) 6 (2)

Total 4,117 3,829 3,545 3,739 (288) (285) 194

Percent Change
Distribution -10.9% -26.6% 34.6%
General 12.8% -13.1% -3.0%
Public information -22.0% -3.7% 7.6%
Billing & Customer Accounting -0.9% -12.3% 2.8%
Corporate -9.0% 9.6% -4.3%
Total -6.6% -7.5% 5.5%

3. The major reasons for the declines are in Distribution and in Billing & Customer 
Accounting.  YK is concerned that the 2017 forecast is not representative of the recent 
history of continually declining O&M costs.

4. NUY refers repeatedly to lower O&M as a result of increased or decreased capital.  This 
includes meter reading,1 maintenance,2 and street light maintenance.3   In each case, NUY 
was able to incur less O&M cost in years preceding 2017.  

1 YK-NUY-2 (a)
2 YK-NUY-2 (e)
3 YK-NUY-2 (f)
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5. In response to BR-NUY-3 (b), NUY states:

NUY O&M expenses did experience a downward trend from 2014 to 
2016, however, some of this apparent trend is the result of timing as 
opposed to productivity improvements, for instance substation 
maintenance is not completed annually but on a cyclical basis. In addition, 
a portion of the reduced O&M spending in 2016 was the result of higher 
capital spending to meet customer needs, resulting in allocating O&M 
resources onto capital projects. This diversion of resources is not expected 
nor sustainable over the long term. NUY also notes that the 2017 forecast 
O&M is lower than 2014 and 2015 O&M levels.

6. 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.  

7. 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%,4 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%.

8. YK also has concerns with the proposed cost of debt.  In schedule 7.4, NUY proposes a 
new issue of $7.3 million at 4.85%.  On page 3 of its Application,5 NUY indicates that 
the forecast cost of debt of 4.85% was taken from its 2017 Business Plan.  In YK-NUY-5 
(b), YK requested the actual 2017 debt rate.  In the response, YK was referred to BR-
NUY-1 (c).  That response does not provide an actual debt rate.  However, BR-NUY 1 
(d) provides the assumptions used to estimate the forecast.

4 Schedule 7.0
5 PDF page 4 of 36
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9. In that response, which was dated October 6, 2017, NUY states:

At the time of the forecast the debt rate was as follows:

2017
Long Canada Bond Rate 2.80%
Credit Spread 2.00%
Debenture Rate 4.80%
Issue Costs 0.05%
Recommended All-In Rate 4.85%

These were determined based on the Financial Market Forecasts included in 
BR-NUY-1(d) Attachment 1.

The attachments appear to be from January, 2016, February 2016 and October 2015, 
between one and one half and two years ago.   The actual IR responses are dated October 
6, 2017.   In response to BR-NUY-1 (c), NUY indicates that the new debt issue will be 
close to November 22, 2017.

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 up to the actual cost.  

10. Regarding Capital, in response to BR-NUY-5 (a), NUY discusses new land for a storage 
yard.  NUY states the rationale for the proposed expenditure of  $582,000 is as follows:

Northland Utilities leases 2 adjoining properties from the City of 
Yellowknife for storage use. The lease was set to expire and funds were 
allocated for the purchase and setup of land to use as a new Storage Yard.

11. 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 include the forecast in the 
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upcoming 2018 GRA, with a complete business case that can be tested, but inclusion of 
such unsupported acquisitions in this proceeding should be denied.

12. 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 2017.6  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.     

ALL OF WHICH IS RESPECTFULLY SUBMITTED THIS 3rd day of November, 2017.

___________________________________________________
THOMAS D. MARRIOTT, Q.C.
Counsel for the City of Yellowknife

6 Schedule 11.8
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 Chairman 
 

Dear Mr. Van Tighem 

Re: Northland Utilities (Yellowknife) Limited (NUY) 
2017 General Rate Review Application (GRR) - Argument  

Northland Utilities (Yellowknife) Limited (“NUY”) has attached its Argument with 
respect to the 2017 General Rate Review (“GRR”) Application as per the Board’s 
Decision 15-2017, dated September 26, 2017. 
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at (780) 420-5432. 
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A. INTRODUCTION 

1. On August 25, 2017, Northland Utilities (Yellowknife) Limited (“NUY”) filed its 

2017 General Rate Review Application (“GRR” or “Application”) in compliance 

with the directions contained in Northwest Territories Public Utilities Board’s 

(“Board”) Decision Letter 001-2017 dated June 26, 2017.  The Application 

requested approval of a forecast revenue requirement of $45.3 million for 2017, 

resulting in a rate reduction of 1.8%.  NUY filed responses to the 

information requests received from the Board and the City of Yellowknife on 

October 20, 2017. 

2. By way of Decision 15-2017, dated September 26, 2017, the Board directed that 

Argument be filed by November 3, 2017. 

3. The following submissions constitute NUY’s Argument in this proceeding.   

B. BACKGROUND 

4. On June 26, 2017, the Board directed NUY to file a 2017 GRR Application.  In 

that letter, the Board recognized NUY’s concerns regarding prospectivity and, as 

a result, determined that the GRR should be based on forecast information for 

2017.  More specifically, the Board provided clear direction as to what the GRR 

Application should include:   

Accordingly, NUY is directed to file its forecast of revenue requirement 
and revenues for 2017 reflecting the latest update of the company’s 
internal budget for 2017, prepared and approved prior to commencement 
of the year. The NUY filing for 2017 should include historical information 
consistent with the Board’s minimum filing requirements as well as clearly 
set out all forecast assumptions, including NUY’s recommended rate 
adjustment for 2017, if any.1 

                                                 
1 The Public Utilities Board of the Northwest Territories Decision Letter 001-2017, 26 June 2017, page 3 
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5. In response to that letter, NUY filed its GRR Application utilizing the 2017 

Business Plan and provided the prior three years historical information as per the 

minimum filing requirements. 2   As detailed on page 3 of the Application, 

depreciation rates, ROE rates, and approved deferral accounts remained 

unchanged.     

6. The resulting reduction of $842,000 (rate reduction of 1.8%) was proposed to be 

refunded to customers through an across the board rate rider (Rider K) effective 

October 1, 2017.3   On September 26, 2017 the Board issued Decision 15-2017 

which among other things approved NUY’s request to implement an interim 

refundable rate rider of -2.27% effective October 1, 2017.   

7. Considering the length of time provided to complete the Application, NUY 

approached this filing as a ‘Rate Review’ and not a full General Rate Application 

(“GRA”).  The Board agreed with NUY’s interpretation that this GRR Application 

was a ‘Rate Review’ application as opposed to a full GRA.4  Furthermore, the 

Board recognized that a comprehensive set of 2017 year-to-date actuals were 

not within scope of this proceeding but considered further review of the 

Application would be appropriate and allowed information requests.5   

C. REASONABLNESS OF NUY’S GENERAL RATE REVIEW APPLICATION 

8. The information contained within the Application, information responses and 

NUY’s letter dated September 14, 2017 clearly demonstrate that NUY has 

complied with the directions of the Board and the resulting 2017 revenue 

requirement is appropriate.  The information requests submitted by the Board 

and the City of Yellowknife were largely focused on the assumptions used in 

                                                 
2 NUY GRR Application page 1-2 
3 GRR Application page 7 
4 Decision 15-2017 page 8 
5 Decision 15-2017 page 9 
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developing the business plan, O&M variances and 2017 capital additions as 

detailed further below.  

9. The assumptions used in developing the 2017 business plan numbers such 

as inflation rates, vacancy rates and debt rates were provided in response to 

BR-NUY-1 and YK-NUY-5 and were based on information known at the time of 

completing the business plan.  NUY is of the view that these numbers continue to 

remain reasonable in setting a 2017 revenue requirement.   

10. Details surrounding the O&M forecasts and the comparison to the 2016 levels 

were detailed throughout the Application 6  and information responses 7 .  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 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 2016.8  NUY currently has no vacancies9, 

and the 2017 year-to-date actual O&M costs are $23,00010 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. 

11. As detailed on Schedule 11 of the Application, the 2017 capital additions are 

expected to increase modestly by 1.25% over 2016 levels but are higher than 

the capital additions from the 2014 and 2015 time period.  The increases in 

the 2017 additions over the 2014 and 2015 levels are a result of new 

extensions projects driven by the City of Yellowknife and private developers 

and forecast improvements related to the drainage upgrades at NUY’s office 
                                                 
6 NUY GRR Application Page 5 and Schedule 5 
7 BR-NUY-3, YK-NUY-2, YK-NUY-3  
8 BR-NUY-3(a-b), YK-NUY-2 
9 BR-NUY-3 (d-e) 
10 YK-NUY-3(d) 
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and the purchase and set up of a new storage yard forecast at the time of the 

2017 business plan.11  NUY expects that prudency 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.   

D. CONCLUSION 

12. In conclusion, NUY submits that its Application for approval of the 2017 GRR 

is consistent with the directions contained in Decision Letter 001-2017 and 

should be approved on a final basis as filed. 

ALL OF WHICH is respectfully submitted this 3st day of November 2017. 

                                                 
11 BR-NUY-5 


