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1.0 Executive Summary 

The Public Utilities Board (Board) approves the transfer of ownership and operation of 

the Thompson Water Treatment Plant (WTP) currently owned by Vale Canada Limited 

(Vale) to the City of Thompson (City) Water and Wastewater Utility (Utility).  This transfer 

is effective January 1, 2018.  

Note: Where this Order states “Pump House”, this means the water intake and pump 

house facility owned and operated by Vale, used to draw Process Water (raw water) from 

the Burntwood River and to supply Process Water to the Vale Thompson operations and 

to the Thompson WTP. See Item “S” on page 4 of the Water Supply and Services 

Agreement.  

As Vale bears 100% of the operation costs of the WTP, the parties have agreed to a 

three-year transition period to allow the City to adjust for training purposes and to phase-

in the impact of the costs associated with the WTP on the City’s ratepayers. Vale and the 

City are jointly requesting approval of the transfer and agreement of the cost sharing 

arrangement, which is outlined below. 

The agreed transition period would provide that the costs of operation of the Thompson 

WTP would be shared as follows (as set out in the Water Supply and Services 

Agreement): 

i) 2017: 25% City, 75% Vale. Calculated based on 25% of the actual cost of 

operating the WTP and 25% of the actual cost of operating the Pump House. 

ii) 2018: 50% City, 50% Vale. The City will charge Vale for 50% of overall costs 

of operation of the WTP and Vale will charge the City for its pro rata portion of 

the costs of operation of the Pump House, based on volume of water supplied. 

iii) 2019 & thereafter: 74.09% City, 25.91% Vale. Calculated based on actual 

operational costs and volume of water consumed.   
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Owner / Operator VALE CITY CITY 
Cost Items 2017 2018 2019 

Operating Staff 189,231 166,770 170,105
Operator Training - 20,000 20,000
Maintenance 158,216 161,380 164,608
Supplies 428,000 436,560 445,291
Services & Contracts 12,000 12,240 12,485
Power Purchased 100,583 156,807 163,079
Insurance Premiums - 30,284 30,889
Process Water (Raw Water) Cost Allocated to WTP 49,483 50,843 78,981
Direct Costs Subtotal 937,512 1,034,884 1,085,439
Indirect Costs (10% of Direct Costs) 93,751 103,488 108,544
WTP Building and Repairs Improvements 29,280 29,280 29,280
WTP Machinery & Equipment Reserve Contribution - 278,000 278,000
Total WTP Costs 1,060,544 1,445,652 1,501,262
Percentage Allocated to City (Agreement) 25.00% 50.00% 74.09%
Percentage Allocated to Vale (Agreement) 75.00% 50.00% 25.91%
Cost to City $265,136 $722,826 $1,112,311
Cost to Vale $795,408 $722,826 $388,951

 

The City currently has a rate application under review by the Board that has accounted 

for the transfer and is reflected in the proposed rates. 

2.0 Background  

In 2010, Board Order No.127/10 established the City as a public utility providing the City 

the ability to charge rates for water distribution and wastewater collection and treatment 

in the City of Thompson.  

The City receives its treated water supply free of charge from Vale under an agreement 

originally entered into in 1956 and updated in 1970.   

This agreement is the Townsite Agreement between International Nickel Company of 

Canada Limited (Inco, now Vale) and the Province of Manitoba.  Under the terms of this 

agreement, Vale was obligated to construct the municipal infrastructure required for the 

Thompson townsite, including pumping stations, treatment facilities, and water and 

wastewater mains.  
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The 1956 Agreement provides that Vale “will not be required to operate or maintain or in 

any way carry on any public utility, service or services, and it may at any time and from 

time to time transfer, sell, assign, lease or otherwise dispose of all or any part of” the 

municipal infrastructure constructed.  

A letter of intent between Vale, the City, and the Local Government District (LGD) of 

Mystery Lake, was signed April 27, 2015, expressing mutual intent to enter into an 

agreement to transfer the ownership and operation of the WTP to the City. The City’s 

Council passed Resolution No. 2015 088 executing the Letter of Intent and directing the 

City to proceed with negotiating in good faith the development of a Transaction 

Agreement and supplementary agreements.  

3.0 Application  

Vale owns and operates a private water distribution system servicing one customer, the 

City.  Vale recently decided to reduce costs within its Thompson operations and 

determined that it is no longer able to bear all the costs associated with ownership and 

operation of the WTP.  In the application, Vale also stated that there is no longer an 

operational rationale for retaining ownership and operation of the WTP and it would be 

prepared to transfer ownership and operation to the City as per the 1956 Townsite 

Agreement.  

Over time, Vale will also cease operations of the Thompson Smelter and Refinery and 

expects its share of total water volume used to drop to about 25% of the total volume. 

On October 6, 2016, Vale and the City applied to the Board, for approval to transfer 

ownership and operation of the WTP from Vale to the City. Vale has also applied for 

approval of the cost sharing arrangement which includes a continuing Process Water 

Charge (for raw water & Pump House Operations) to be charged to the City under the 

Transaction Agreement.  
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The agreement is for Vale to donate and transfer to the City all assets directly related to 

the WTP, including the relevant land, buildings, plant and equipment.  Vale will retain 

certain process water supply lines, the Pump House, raw water rights and water service 

lines from the WTP to Vale.  

As per the agreement, arrangements for transferring ownership and operations are as 

follows: 

  2017 – Vale will continue to own and operate the WTP and the Pump House, but 

will charge the City for water. Vale will charge the City’s 25% of the total cost of 

producing water (WTP costs) and 25% of raw water system costs (Pump House 

costs). The cost sharing arrangement would be 25:75 between the City and Vale.  

 2018 – The City will assume ownership and operation of the WTP. Vale will remain 

the owner and operator of the Pump House (raw water system). The WTP will be 

operated under a 50:50 cost share arrangement between the City and Vale.  The 

City will charge Vale for 50% of the overall costs of operation of the WTP. Vale will 

charge the City a Process Water Charge which is its pro rata portion of the costs of 

operation of the Pump House based on the volume of raw water supplied to the 

WTP. The Process Water Charge would become part of the City’s overall WTP 

operating costs. See Article 2 – Supply of Process Water by Vale in the Water 

Supply and Services Agreement page 7.  

 2019 & Beyond – The City will charge Vale for its full pro rata portion of the overall 

costs of operation (estimated 25%). The Charge to Vale will be calculated based on 

the volume of water supplied to Vale relative to the overall volume of water produced 

in the year. This manner of calculating rates would not apply in respect to those 

portions of Vale’s operations that are connected directly to the City’s distribution 

system. Vale will charge the City for its pro rata portion of the costs of operation of 

the Pump House based on volume of raw water supplied to the WTP. The cost share 

arrangement would be 74.09:25.91 between the City and Vale.  
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 All charges between Vale and the City will be billed quarterly based on budgeted 

costs and estimated volumes and reconciled to actual costs and actual metered 

volumes in the first quarter of the following year. 

 When Vale operations cease in Thompson, the parties would terminate the 

commercial agreement and the City will have the option to acquire the Pump House 

and related raw water distribution infrastructure for nil or nominal consideration, in 

order to ensure that the City may continue to provide municipal water services 

without interruption.  

On December 12, 2016, the City’s Council passed Resolution No. 2016 253 authorizing 

the City to enter into the final Transaction Agreement and supplementary agreements for 

the transfer of the WTP with Vale. In addition, on December 11, 2017, the City provided 

a copy of the Transaction Agreement and supplementary agreements with Vale for the 

Board’s information.   

A Notice of Application for the transfer was issued by the Board on December 6, 2017, 

affording customers the opportunity to comment to the Board, the City and/or Vale with 

respect to the transfer of the WTP. There were no responses received with regard to the 

transfer application. 

The City’s rate application was received on November 4, 2016, for the approval of revised 

2017-2019 water and wastewater rates for the Utility. The application was accompanied 

by a rate study prepared by the City’s consultant and By-law No. 1945 2016 having 

received first reading on October 3, 2016. The application for revised water and 

wastewater rates reflects the transfer of the WTP, and is currently before the Board.  

The City has also filed an application for interim rates on December 4, 2017 to 

accommodate the WTP transfer date of January 1, 2018 as per the Vale application and 

Transaction Agreement.  



 

Order No. 6/18 
January 10, 2018 

Page 8 of 13

 

4.0 Board Findings 

When reviewing an application, the Board has at its disposal two approaches, either a 

paper or a public hearing review.  After the publication of the Notice of Application or 

Transfer, the Board will consider the application and stakeholder responses, and 

determine which method of review is most appropriate. 

The Board may review the application using a paper review process, which saves the 

cost of a public hearing process.  Having received no expression of concern from 

consumers, the Board decided to process this transfer application with a paper-based 

review. 

Typically, the Board approves rates based on actual volumes and estimated 

consumption.  However, this is a unique situation where the Board is not approving 

commodity based rates but a) the cost sharing arrangement between Vale and the City; 

b) the provision of raw water being supplied to the City from Vale and c) water from the 

WTP being supplied to Vale from the City.  

The Board will approve the transfer of the ownership and operation of Vale Thompson 

Water Treatment Plant to the City of Thompson Water and Wastewater Utility as detailed 

in the Transaction Agreement and Ancillary Agreements (Schedule “B”) entered into by 

Vale and the City (December 15, 2016) effective January 1, 2018.  

The Board also approves the cost sharing arrangements, raw water charges to the City 

from Vale, and water charges to Vale from the City, as the Board finds them to be 

reasonable.  

Effective the date of this Order, customers will be charged rates approved by the Public 

Utilities Board in Board Order No. 146/14.  These rates will be revised pending the Board’s 

decision on the City’s interim rate application, as well as a review of the full rate 

application at a public hearing set for January 23, 2018.  
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Vale and the City have jointly requested that the rates the City charges Vale not include 

distribution costs, like other consumers pay, thus making it a preferential rate. As per The 

Public Utilities Board Act, a preferential rate is as follows: 

Preferential rates from municipal utility  

82(15) Notwithstanding subsection (1), a municipality that is the owner of a public utility may, if 

authorized by by-law, enter into an agreement to charge an individual consumer a preferential 

rate; and, where the rate specified in the agreement is, in the opinion of the Board, one to which 

clause (1)(a) would apply, the authorizing by-law shall provide that the municipality shall annually 

pay, from proceeds of a special levy imposed annually for that purpose to the account of the utility 

concerned the difference between the amount received pursuant to the agreement and the 

amount that would have been received had the rate been established in compliance with this Act 

but without reference to this subsection; and the rate used in establishing the difference shall be 

approved by the Board. 

Vale owns and receives water through an independent pipeline that is not connected to 

the City’s water distribution system. Vale is also retaining the ownership and operation of 

the Pump House, raw water rights, process water supply lines (raw water lines) and water 

service lines (lines from the WTP).   

As the Transaction Agreement between Vale and the City allows for a preferential rate 

for Vale and the reasons stated above, the Board finds this arrangement to be acceptable. 

However, this rate is subject to Board review in the City’s next rate application (not the 

current rate application before the Board).  

The Board also notes that the definition of a public utility, as per The Public Utilities Board 

Act, means any system, works, plant, pipelines, equipment or service of water either 

directly or indirectly, to or for the public. Therefore, under the PUB Act, Vale is a privately 

owned public utility and subject to regulation by the Board.  

In 2008 the Public Utilities Board issued Minimum Annual Filing Requirements for 

Privately and Cooperatively Owned Public Utilities (Schedule “A”). These utilities are 

regulated based on what is referred to as a Complaint Based Regulatory Model.  
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Privately owned and cooperatively owned public utilities are required to file information 

on an annual basis, including guidelines for providing notice of upcoming rate increases 

to the Board and ratepayers. They are not required to file full rate applications, except at 

the Board’s express direction.  

The Board retains the right and authority to require a full rate application. This could be 

prompted by a complaint, if the Board found it required further information to resolve the 

complaint, or simply at the discretion of the Board.  

The Board also recommends that Vale and the City work together to provide a clear 

definition in the Water Supply and Services Agreement of “potable water” and “potable 

water charge”.  

 

Board decisions may be appealed in accordance with the provisions of Section 58 of The 

Public Utilities Board Act, or reviewed in accordance with Section 36 of the Board’s Rules 

of Practice and Procedure.  The Board’s Rules may be viewed on the Board’s website at 

www.pubmanitoba.ca.   
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5.0 IT IS THEREFORE ORDERED THAT: 

1. Vale is to provide the minimum filing for private and cooperatively owned utilities 

(Schedule “A” to this Order) annually to the Public Utilities Board, no later than six 

(6) months following the end of the prior fiscal year. 

2. The ownership and operation of the Vale Thompson Water Treatment Plant be 

transferred to the City of Thompson, Water and Wastewater Utility IS HEREBY 

APPROVED, effective January 1, 2018, as outlined in the Transaction Agreement, 

Schedule “B” to this Order. 

 
Fees payable upon this Order - $150.00 
 
 

 
THE PUBLIC UTILITIES BOARD 
 
 
 
“Irene A. Hamilton, B.A., LLB,”   
Panel Chair 
 
 
 
 

 
“Rachel McMillin, B.Sc.” 
Acting Secretary 
 
 

Certified a true copy of Order No. 6/18 
issued by The Public Utilities Board 
 

 
       
Acting Secretary 
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SCHEDULE “A” 
Complaint Based Regulatory Model Minimum Annual Filing Requirements 

(Private and Cooperatively Owned Public Utilities) 
 

1. Number of customers served and the nature of service 
i.e. Water (potable or non-potable water),  
  wastewater (gravity-based, pump-out). 

 
2. i) Current rates, date of last rate change. 

Also, if rates are to change within the next year provide justification to the 
Board 60 days before implementation. 

ii) Customers are to be notified of the intended rate change at least 30 days ahead 
of the change, with the reasons outlined and notice of their right to file any 
complaint with the Board. 

iii) ) A copy of the Notice in 2 (ii) is to be filed with the Board, with 
information advising how the Notice was distributed and the date of 
distribution. 

 
3. Latest Financial Statements, with notes and auditor’s comments (if applicable). 

 
4. Details of Operator Qualifications/Certification. 

 
5. i) Confirmation that the utility is duly licensed under the Drinking Water Safety Act. 

If not applicable, explain. 
ii) If providing potable water, details of water testing and confirmation that water 
meets Drinking Water Standards. 

 
6. If a wastewater utility, details of service with confirmation Environmental 

Licenses if applicable are being complied with. 
 

7. The due date for the annual reports is six months following the end of the 
prior fiscal year. (REVISED AS OF JUNE 11, 2010) Please state 
reporting year. 

 
8. Certificate of Insurance from your insurance provider. (REVISED AS OF JULY 17, 

2009) 
i.) If serving fewer than 1,000 connections, maintain commercial general liability 

insurance of a minimum of $2.0 million for each occurrence; or 
ii.) If serving 1,000 connections or more, maintain commercial general liability 

insurance of a minimum of $5.0 million for each occurrence 
 

9. Provide Utility Name and contact information: (Name, Address, Phone Number and 
Email) 

 
Originally prepared: September 3, 2008 

Revised: June 11, 2010 
Revised: January 21, 2013 
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SCHEDULE “B” 
TRANSACTION AGREEMENT 
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