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John H. Parker 
Commissioner
Government of the Northwest Territories 
Yellowknife, N.W.T.

Sir:

The undersigned takes pleasure in submitting the Annual Report of 
the Northwest Territories Public Utilities Board for the calendar 
year ending December 31, 1986.

Respectfully submitted,

Tom Butters
Minister Responsible for the 
Public Utilities Board of the 
Northwest Territories
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The Honourable Tom Butters 
Minister Responsible for the 
Public Utilities Board of the 
Northwest Territories

Sir:

I have the honour to present the report of the activities of the 
Northwest Territories Public Utilities Board for the calendar 
year ending December 31, 1986.

Respectfully submitted

Jack Heath 
Chairman
Public Utilities Board



What is a Public U tility?

By definition, no single characteristic distinguishes a public utility. When the 
following conditions are combined however, they serve to identify a public utility.

Public Utilities are frequently natural monopolies. Natural monopolies exist 
when one company can supply the entire market at less cost than can two or 
more competing firms.

Secondly, because public utilities incur relatively little market pressure or 
competition to influence the price of their service; the rates public utilities 
charge their customers in the Northwest Territories is determined by regulation.

A utility must supply all who want service, when they want it, at the price 
regulated by the Board. Put simply, the utility cannot turn away customers who 
are willing to pay the prescribed price.

Fourth, subject to the approval by the Board, utilities can enter into franchise 
agreements with partners (i.e.. cities, towns) which allows them to operate as 
exclusive suppliers within a franchise area. Moreover, public utilities require 
formal Board approval to offer a new service, extend, change or abandon a 
particular service.

Fifthly, the public utility must provide a service that is essential in some way 
to contemporary standards of living.
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Organization of the Board

The Board

Chairman
Vice-Chairman
Member
Member
Member

.lack Heath (Inuvik)
Beulah Phillpot (Yellowknife) 
Archie Bevington (Fort Smith) 
David Fox (Iqaluit)
Raymond Mercer (Rankin Inlet)

Board Staff
Executive Director Dale S. Thomson

Policy/Economic Advisor Mark M. Johnston

Regulatory Clerk 
Secretary/Receptionist 

Legal Counsel

Sherry Shields
Lynda Gerhardt

Shane Freitag 
Department of Justice

Consultants Stephen Johnson Chartered 
Accountants -  W.G. Stephen

I.D. Engineering Co. Ltd. 
Director - Utility Regulation 
Lawrence F. Schmidt, P.Eng.

Office Location

4th Floor Scotia Centre 
Yellowknife, N.W.T.

Mailing Address

Public Utilities Board 
P.O. Box 697 
Yellowknife, N.W.T..
XIA 2N5
Telephone (403) 873-7495 
Telex 034-4531
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The Public Utilities Board is constituted by Territorial Legislation (Public Utilities 
Act R.S.N.W.T. 1974, C.P.-17). All electrical and gas utilities as defined in the 
Act are subject to Board regulation. The mandate of the Board as expressed 
by its Act is to regulate public utilities by approving franchise agreements and 
fixing utility rates and charges.

In the broad sense, the objective of public utility regulation is to ensure that 
as utilities they are essentials of living in the north, rather than luxuries or 
conveniences. Since they are necessities, they must be available on demand.

Not unique to the Northwest Territories, utilities are prevented, both by economics 
and by regulation, from moving to another location, changing the character of 
the service, or discontinuing service. Their operations are localized and limited 
by the necessary direct connection with every piece of customer equipment. 
The large investment in fixed property causes utilities to operate with relatively 
high fixed costs, (i.e. depreciation, property taxes, insurance and interest)

Although the Board has many powers and duties, perhaps the principle reason 
for its existence is the regulation of rates. There are two principle aspects of 
setting utility rates. First the Board evaluates the utilities rate base - the net 
investment in the utilities operations, (i.e.. equipment and operating expenses, 
taxes, depreciation etc..) The Board assessess the utilities revenue requirement 
in terms of the rate of return permitted on the companies investment. The Board 
then approves the allocation of prices for the individual classes of service, the 
sum of which composes the utilities total revenue.

In deciding rates and assessing complaints, a Board is obliged to conduct itself 
in accordance with the principles of fairness and natural justice which provides 
that;

1. Members must be impartial and without a personal or financial interest in 
the outcome of Board decisions;

2. Only those Board members who hear all the evidence and arguments may 
participate in rendering a decision;

3. Members have a duty to act in good faith and listen fairly to all parties, and 
to ensure each party has ample opportunity to correct or contradict any 
relevant statement prejudicial to his point of view;

4. All parties before the Board have equal status;

5. Board members must not enter private discussions on matters before the 
Board with interested parties, either formally or informally;

6. The Board has a duty to decide matters for which it has an exclusive mandate 
on the basis of the evidence it receives from all parties and its own judgment.

The Role and Jurisdiction of the P.U.B..
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REGULATED UTILITIES

Presently the Board regulates two utilities

Northland Utilities, (NWT) Ltd.
Head Office: Hay River, N.W.T.

ICG Northern Utilities Ltd.
Head Office: Leduc, Alberta



The Public Hearing Process

T h e  B o a rd  c o n d u c ts  h ea rin g s  p u rs u a n t to  S e c tio n  32 o f  th e  P u b lic  U t il it ie s  
A c t  -  R u le s  o f  P r a c ti c e . P u b lic  h e a rin g s  a re  used as th e  m e d iu m  in w h ich  
th e  B o a rd  co n s id e rs  a w id e  v a r ie ty  o f  issues and th e  v ie w s  o f  in te r e s te d  p a r tie s ; 
thus e n su rin g  a w e ll in fo rm e d  d e c is io n .

T h e  process has s e v e ra l s te p s :

1 .  in itia tio n

a) upon re c e ip t o f  an a p p lic a tio n
b) upon re q u e s t o f  th e  C o m m is s io n e r
c) upon issuance o f  M e m o ra n d u m  o f  In s tr u c tio n  fr o m  th e  E x e c u t i v e .
d) upon d ir e c tio n  o f  th e  B o a rd  t h a t  it  w ill in v e s tig a te  a m a t t e r  u n d e r its 

ju r is d ic tio n .

2. Notice of Application/Hearing

P r io r  to  a n y  p u b lic  h e a rin g , n o tic e s  a re  ta k e n  o u t in a ll r e le v a n t p u b lic a tio n s  
d e pe n d in g  upon th e  ju r is d ic tio n  in v o lv e d . It is c u s to m a ry  th a t  a u t il it y  fo r m a lly  
a d vis e  M a y o r s , T o w n  c o u n c ils , and its  m a jo r c u s to m e rs  in th e  fra n c h is e  area 
o f  its  a p p lic a tio n  by w a y  o f  g e n e ra l n o tic e . A n y  in fo r m a tio n  r e c e iv e d  by 
th e  B o a rd  is a v a ila b le  th ro u g h  th e  B o a r d  o f f i c e .

3. Intervention

F o r m a l w r it t e n  in te r v e n tio n s  a re  u s u a lly  r e q u ire d  o u tlin in g  th e  in te rv e n o rs  
co n c e rn s  w ith  copies addre sse d to  th e  u t il it y  in q u e s tio n . In te r v e n tio n s  should 
be sen t to  th e  B o a rd  w ith in  th e  tim e  s p e c ifie d  in p u b lic  n o tic e  and should 
p ro v id e  d e ta ile d  reasons fo r  s u p p o r tin g  o r  oppo sing th e  u tilit ie s  a p p lic a tio n .

4. Interim Rates

O n  o c c a s io n , i f  a u t i l i t y  b e lie v e s  t h a t  a ch an g e  in its  co st o f  do ing business 
w ill  cause b o th  i t  and its  c u s to m e rs  e c o n o m ic  d i f f i c u l t y , th e  u t i l i t y  m a y  a pply 
to  th e  B o a rd  fo r  an in te r im  r a te  a p p r o v a l. In c o n s id e rin g  such a p p lic a tio n s , 
th e  B o a rd  r e v ie w s  th e  u tilit ie s  s u p p o r tin g  d o c u m e n ta tio n  w h ils t c o n c u rre n tly  
e v a lu a tin g  th e  e ffe c t s  o f  th e  p rop o se d  in te r im  r a te  s tr u c tu r e  on th e  e le c tr ic a l 
c o n s u m e r. T h e  lo g ic  be h in d  in te r im  ra te s  is to  a v o id  th e  "te le s c o p in g " o f  
r a te s  in to  s h o rte n e d  tim e  fr a m e  a n d  t o  m in im iz e  c a p ric io u s  sw in gs in e n e rg y 
p ric e s  in th e  s h o rt t e r m ; th e r e b y  e n s u rin g  r a te  s ta b ilit y  o v e r  the m e d iu m  
and lo ng te r m  s c e n a rio s .



5. P r e  H e a r in g  D o c u m e n ta tio n

T h e  B o a rd  m a y  d ir e c t  th e  a p p lic a n t to  fu rn is h  a d d itio n a l in fo r m a tio n  
p a rtic u la rs  it  de em s n e c e s sa ry t o  c o m p le te  o r  s u p p le m e n t th e  a p p lic a tio n  
p u rs u an t to  S e c . 7 ( 1 )  o f  the R u le s  o f  P r a c ti c e .

b) T h e  B o a r d  S t a f f  a n d  in te r v e n in g  p a rtie s  m a y  see k a d d itio n a l in fo r m a tio n  
by w a y  o f  w r it t e n  in te r r o g a to r ie s .

c) U til it ie s  respo nd to  in te r r o g a to r ie s  c o n c e rn in g  p r e file d  e v id e n c e  b e fo re  
the  h e a rin g  c o m m e n c e s .

6 . T h e  H e a r in g

T h e  h e a rin g  process is by f a r  th e  m ost e f f e c t iv e  w a y  in w h ic h  th e  B o a rd  
can a d ju d ic a te  f a i r l y , c o n s id e rin g  th e  v ie w s  o f  a ll in te r e s te d  p a r tie s . A t  
th e  h e a r in g , th e  u t i l i t y  u s u a lly  te s tifie s  fir s t  th ro u g h  w r it t e n  e v id e n c e  and 
w itn e s s e s . In te r v e n o r s  and B o a rd  C o u n s e l a re  th e n  g iv e n  an o p p o r tu n ity  
to  cro ss e x a m in e  th e  a p p lic a n t a n d  s u p p ly w itn e s s e s  o f  th e ir  o w n . T h e s e  
w itn esses m a y th e n  be c ro s s -e x a m in e d  b y  th e  a p p lic a n t. C o p ie s  o f  th e  h e a rin g  
tra n s c rip ts  a re  a v a ila b le  a t a p re s c rib e d  fe e .

7 .  B o a rd  D e c is io n / O r d e r

T h e  B o a r d  O r d e r  is a le g al d o c u m e n t. In th e  d e c is io n , th e  B o a rd  s u m m a r ize s  
issues and a rg u m e n ts  raised in th e  h e a rin g  and in d ic a te s  its  fin d in g s . T h e  
B o ard O r d e r  d ire c ts  t h e  im p le m e n ta tio n  o f  th e  B o a rd  D e c is io n  w h ic h  is b in d in g  
on th e  p a rtie s  n a m e d . P a r tie s  t o  th e  h e a rin g  r e c e iv e  a c o p y o f  th is  o rd e r  
w hich is a v a ila b le  to  th e  p u b lic  u p o n  r e q u e s t.

8 . R e v ie w  and A p p e a l

A  D e c is io n  o r  O r d e r  o f  th e  B o a rd  m a y  be a p p e a le d  upon a q u e s tio n  o f  la w . 
A p p e a ls  m a y be d ir e c te d  t o  th e  S u p re m e  C o u r t  o f  th e  N o r th w e s t  T e r r it o r ie s  
w ith in  tw o  m o n th s  o f  th e  d a y  th e  D e c is io n  o r  O r d e r  w as fi l e d .
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1986 ACTIVITY SYNOPSIS □
DECISION 1-86 APRIL 8f 1986 

PROPOSED

N o r th la n d  U t i l i t i e s  (N V V T ) L i m i t e d  (N o r th la n d ) 
p ropo se d ch an ges to  th e  ra te s  ch a rg e d  t o  
c u s to m e rs  in th e  H a y  R i v e r  -  E n te r p r is p  and 
F o r t  P ro v id e n c e  -  K a k is a  -  D o r y  P o in t s e r v ic e  
a re a s .

DECISION 2-86 APRIL 22, 1986 

PROPOSED

I C G  N o r th e r n  U t il it ie s  L t d .  ( I C G )  proposed 
changes to  th e  e x is tin g  r a te s , to lls  and 
ch arg e s  fo r  e le c tr ic a l e n e rg y  supplie d t o  
c u s to m e rs  in th e  Y e llo w k n ife  s e rv ic e  a r e a .
T h e  a p p lic a tio n  c o v e re d  a p ro p o s a l to r e fu n d  
th e  u tilitie s  c u s to m e rs  an o v e r a c h ie v e m e n t o f  
m on ies fro m  th e  p e rio d  A p r il  1 1 ,  1983 t o  
O c t o b e r  3 1 , 19 8 5 .

DECISION 3-86 NOVEMBER 3, 1986 

PROPOSED

I C G  N o r th e r n  U t il it ie s  L t d .  ( I C G )  m ade 
a p p lic a tio n  to  change e x is tin g  r a te s , 
to lls  and ch arg e s  a c c ru in g  fr o m  the  
re fu n d  o rd e r in  D e c is io n  2 -8 6 .

I C G  re q u e s te d  th a t th e y  be a llo w e d  to  
t e r m in a te  th e  e x is tin g  rid e r fo r  
c o n s u m p tio n  o n  and a f t e r  N o v e m b e r  1 ,  1986 
a n d  th a t  the  b a lan ce  o f  th e  o v e r a c h ie v e m e n t 
be a p p lie d  to  c u s to m e rs  bills f o r  the m o n th  
o f  D e c e m b e r based on c o n s u m p tio n  o n  and 
a f t e r  N o v e m b e r  1 , 19 8 6 .

ORDERED

T h a t th e  o v e r c o lle c tio n  o f  ra te s  b y  N o r th la n d  
be re fu n d e d  to  c u s to m e rs  in each s p e c ific  
ra te  z o n e  as e x p e d itio u s ly  as p o ssible .

ORDERED

1 .  T h e  B o a rd  a g re e d  w ith  th e  m a jo r ity  o f  
in te r v e n o r s  t h a t  one hundre d p e rc e n t 
(1 0 0 % ) o f  th e  o v e r c o lle c tio n  sh o u ld  be 
re tu r n e d  to  th e  e le c tr ic a l co nsum ers o f  
Y e llo w k n if e .

2 . T h e  B o a rd  fu r t h e r  o r d e r e d , t h a t  the in te r e s t 
c h a rg e s  so a c c ru e d  w o u ld  b e c o m e  p a r t  o f  
I C G ’s cost o f  s e rv ic e  a n d  sho uld be in c lu d e d  
in th e  o p e r a tin g  c o s t f o r  the n e x t  r a te  
h e a rin g  in w h ic h  I C G  is o rd e r e d  to a p p e a r , 
sch e d u le d  f o r  the  S p r in g  o f  1 9 8 7 .

3. A d d it io n a lly , th e  B o a r d  o rd e r e d  the u t i l i t y  to  
im m e d ia te ly  im p le m e n t an A u t o m a t i c  
A d ju s tm e n t P a s s th ro u g h  P r o g r a m  de sign ed 
to  a d ju s t r a te s  to  r e f le c t  any in c re a s e / 
d e c re a s e  g r e a te r  th a n  th e  t w o  p e rc e n t 
a c tu a lly  c h a rg e d  b y  N . C . P . C .

ORDERED

Th e  B o a rd  a p p r o v e d  th e  a p p lic a tio n  as s u b m itte d .

F u r t h e r , as in d ic a te d  in D e c is io n  2 -8 6 , th e  
P u b lic  U t il it é s  B o a rd  a g r e e d  to  r e v ie w  a ll  
m a tte r s  r e la te d  to  th e  r e p a y m e n t s c h e d u le , as 
w e ll as to  a n y c o n c e rn s  a ris in g  f r o m  th e  re fu n d  
process in a H e a r in g  t o  be sch e d u le d  f o r  th e  
S prin g  o f  1 9 8 7 .
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D E C I S I O N  4 -8 6  D E C E M B E R  2 3 , 19 8 6  

P R O P O S E D

I C G  N o r th e r n  U t il it ie s  L t d .  ( I C G )  s u b m itte d  
a n  a p p lic a tio n  re q u e s tin g  a p p r o v a l o f  changes 
t o  its  sales ra te s  e f f e c t i v e  Ja n u a r y  1 ,  1 9 8 7 .

O R D E R E D

1 . T h e  r a t e s , to lls  a n d  ch arge s s e t out in  
sche dule s w e re  a p p r o v e d  as s u b m itte d  on 
an in te r im  basis w i th  re s p e c t to  all 
e le c tr ic it y  c o n s u m e d  on o r a f t e r  
J a n u a r y  1 ,  1 9 8 7 .

7. T h a t  d u rin g  th e  m o n th  o f  A p r i l  1 9 8 7 . h y 
w a y  o f  P u b lic  H e a r in g , I C G  N o r th e r n  
U t i l i t i e s  L t d .  p re s e n t on a t w o  phase 
b a sis , th e  fo llo w in g  in fo r m a tio n !

Phase I : A l l  r e le v a n t d o c u m e n ta tio n  and 
in fo r m a tio n  as d ir e c te d  b y  th e  B o a rd  in 
D e c is io n s  2 -8 6  a n d  3 -8 6 .

Phase II : A l l  r e le v a n t d o c u m e n ta tio n  
to  p ro v id e  a fu ll a n d  c o m p le te  r e v ie w  o f  
th e  a p p lie d  f o r  r a t e  a d ju s tm e n t e f f e c t iv e  
J a n u a r y  1 ,  1 9 8 7 .
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The P.U.B. of Past, Present and Future

In r e tr o s p e c t, 198 6 can be v ie w e d  as a y e a r  c h a r a c te r iz e d  b y tra n s itio n  in th e  
fie ld  o f P u b lic  U t i l i t y  R e g u la tio n  in th e  N o r th w e s t  T e r r it o r ie s . E v id e n c e  o f  
th is  fa c t is illu s tr a te d  b y :

O n g o in g  n e g o tia tio n s  fo c u se d  u po n th e  p ro p o se d  ta k e o v e r  o f  th e  N o r th e r n  C a n a d a  
P o w e r  C o m m is s io n  by a T e r r i t o r i a l  E n e r g y  C o r p o r a t io n . T h e s e  n e g o tia tio n s  
m a y  fin a lly  re s o lve  the  h is to ric  ju r is d ic tio n a l d e b a te  b e tw e e n  T h e  N o r th e r n  C a n a d a  
P o w e r  C o m m is s io n  and th e  P u b lic  U t i l i t i e s  B o a rd  and p o te n tia lly  change th e  
n a tu r e  o f  th e  u t i l i t y  r e g u la tio n  in th e  N . W . T .

A  n u m b e r o f  fra n c h is e  a p p lic a tio n s  a n d  e x te n s io n  o f  s e rv ic e  a g re e m e n ts  in b o th  
e le c tr ic a l and n a tu r a l gas fie ld s  are c u r r e n tly  b e fo re  th e  B o a r d . T h e  re g u la tio n  
o f  th e  l a t t e r  w o u ld  re p re s e n t a fir s t  f o r  b o th  th e  B o a rd  and th e  N o r th w e s t  
T e r r it o r ie s .

It w o u ld  a pp e a r th a t 19 8 7  w ill  w itn e s s  re n e w e d  in te r e s t in a lte r n a te  e n e rg y  
p r o je c ts , p a r tic u la r ly  w in d  e n e rg y  c o n v e rs io n  p ro je c ts  n o w  p rop o se d  fo r  s om e  
lo c a tio n s  on th e  A r c t i c  C o a s t .

In response to  th e s e  d y n a m ic  d e v e lo p m e n ts  th e  B o a rd  has w o rk e d  h a rd  to  e nsure  
th e  scope o f  its  e x p e r tis e  r e ta in s  b o th  th e  b re a d th  and d e p th  ne ce s sa ry to  m a k e  
w e ll in fo rm e d  decisions b y  c o n tin u e d  e d u c a tio n  o f  th e  B o a r d  M e m b e rs  and s t a f f  
th ro u g h  a tte n d a n c e  a t th e  fo llo w in g  e v e n ts :

1 .  A tte n d a n c e  o f  the  C h a ir m a n , M e m b e r  M e r c e r  and th e  E x e c u tiv e  D ir e c to r  
a t  T h e  C e n t e r  fo r  th e  S tu d y  o f  R e g u la te d  In d u s trie s . T h e  to p ic s  f o r  discussion 
in c lu d e d : changes in  th e  r e g u la to r y  e n v ir o n m e n t, e s ta b lis h in g  a fr a m e w o r k  
fo r  th e  r e g u la tio n  o f  a c r o w n  o w n e d  u t i l i t y , th e  ro le  o f  th e  r e g u la to r y  trib u n a l 
in h a n d lin g  c u s to m e r c o m p la in ts , c u r r e n t  e n e rg y  and fin a n c ia l issues in p u b lic  
u t i l i t y  r e g u la tio n , th e  p r ic in g  d e c is io n  p roce ss -  e n e r g y , and c o n fr o n tin g  th e  
n e ce s sa ry changes -  th e  ro le  o f  r e g u la to rs .

2. A tte n d a n c e  o f  th e  C h a ir m a n , M e m b e r  B e v in g to n , M e m b e r  F o x ,  and 
P o lic y / E c o n o m ic  A d v is o r  a t  th e  19 8 6  A n n u a l M e e tin g  o f  C a n a d ia n  A s s o c ia tio n  
o f  M e m b e rs  o f  P u b lic  U t i l i t y  T r ib u n a ls  h o s te d  by S a s k a tc h e w a n  P u b lic  U t i l i t i e s  
C o m m is s io n . O n c e  a g a in , th e  p r o g r a m  and th e  c o n ta c ts  w e re  fo u n d  t o  be 
e d u c a tio n a l a n d  e n c o u ra g in g . C h a n g in g  e c o n o m ic , te c h n ic a l and s o c ia l fa c to r s  
a f fe c t in g  P u b lic  U t i l i t i e s  and c o n s e q u e n tly  th e  r e g u la to r y  process w e re  
id e n tifie d  and a n a ly z e d . T h is  fo r u m  b ro u g h t to g e th e r  th e o ris ts  and s p e c ia lis ts  
as w e ll as a ll tho se  w h o  m u s t m ak e  v ia b le  de cision s on b e h a lf  o f  th e  c o n s u m e rs .

A d d it io n a lly , in e a r ly  19 8 6  th e  B o a rd  a c q u ire d  th e  s e rv ic e s  o f  M a r k  M . J o h n s to n , 
re p la c in g  th e  T e c h n ic a l R e s e a r c h e r  P o s itio n . A  S o c io -E c o n o m is t  by t r a in in g , 
M r . Jo h n s to n  b rings w ith  h im  a s o lid  u n d e rs ta n d in g  o f  n o r th e rn  p e o p le , p o lic y  
and process and w ill  c o n tr ib u te  his e x p e r tis e  as b o th  P o lic y  and E c o n o m ic  A d v is o r  
to  th e  B o a r d .

T h e  e n e rg y  e n v iro n m e n t in th e  N o r th w e s t  T e r r it o r ie s  is v e r y  m uch  in a process 
o f  b e c o m in g  r a th e r  th a n  b e in g . In lie u  o f  th is  f a c t , th e  B o a rd  w i ll  c o n tin u e  to  
lia is e  w i t h , and b e n n e fit  fr o m  its s o u th e rn  r e g u la to r y  c o u n te r p a r ts  to  re m a in  
r e le v a n t a n d  re spo nsive  t o  th e  ch a n g in g  n a tu r e  o f  th e  u t i l i t y  r e g u la tio n .




