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1. BACKGROUND 
 

The Northwest Territories Public Utilities Board (“the Board”), in Decision 7-99, 

dated July 7, 1999, approved Northland Utilities (NWT) Limited’s (“Northland” or 
"NUL") 1999/2000 Phase I Negotiated Settlement Agreement (“the 
Agreement”). The Agreement allowed for cost variances associated with diesel 

volumes in excess of or below 2.5% of the total system’s electrical needs, to be 

recovered or refunded to customers by way of Rider I, subject to Board approval. 

 

In Decision 9-2006, dated March 31, 2006, pertaining to Northland’s 2005/06 

General Rate Application, the Board directed Northland to exclude the net 

generation costs attributed to maintenance of substation or tieline facilities from 

the diesel generation costs, in the Rider I calculations, effective January 1, 2005.  

 

In Decision 25-2008 dated October 27, 2008, dealing with NUL's 2008-2010 

General Rate Application, the Board accepted NUL's proposal to recover or 

refund from/to customers the diesel generation costs associated with generation 

greater or less than 4.1% of total supply through the Diesel Generation Rider I, 

subject to Board approval. [Decision 25-2008;P24] 

 

The Board last approved a change to Northland’s Rider I in Decision 7-2009, 

dated February 1, 2009. The rate schedules were approved effective March 1, 

2009. 
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2. APPLICATION 
 

By letter dated February 8, 2010, Northland filed an application to increase the 

existing Rider I for Hay River. 

 

Northland stated it had completed its annual review of Rider I. Using the 

approved 4.1% threshold, Northland calculated a balance of $573,403, as of 

December 31, 2009, to be collected from customers in the Hay River rate zone. 

Northland states, the 2009 diesel generation was 12.8% of the total system 

supply largely due to the Taltson Hydro plant being shut down for repairs for an 

unprecedented 54 days in the months of October and November. This resulted in 

unusually high Operations and Maintenance (“O&M”) costs as the Hay River 

standby power plant was required to run 24/7 during this time. Northland states 

as a result of the extended shut down, Northland Hay River staff was required to 

work additional hours at premium rates and additional staff resources had to be 

acquired through local contractors. Northland states staff based in Fort 

Providence were also brought in to Hay River to help operate the power plant 

adding costs for travel time, room and board. 

 

Northland states that in previous Rider I applications it had recovered its 

incremental O&M costs using the pre-approved O&M recovery rate of $0.0261 

per kWh ($0.0241 per kWh escalated by 2% per year since 2005). The 

incremental O&M recovery rate was based on a study of historical O&M and 

overtime labour costs incurred during previous running of the Hay River diesel 

generating plant. Northland states, in 2009, the actual O&M and labour costs 

incurred specific to the Taltson maintenance shutdown in October were $212,894 

which exceeded the approved O&M recovery by $134,465. Northland proposes, 
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in this application, to recover the actual incurred cost and is thus proposing to 

base Rider I on the total ‘Adjusted Cost to Generate’ of $549,352. To more 

accurately reflect the O&M costs incurred, Northland proposes to change the 

Rider I derivation methodology to use the actual incremental O&M costs incurred, 

on a go forward basis, in place of the previously approved incremental O&M 

recovery rate. At the existing Rider I rate of $0.00344/kWh, Northland forecasts 

an under-collection of $448,609 as of December 31, 2010. Northland proposes to 

increase the existing rate for Rider I from $0.00344/kWh to $0.01559/kWh 

effective March 1, 2010, to recover this balance by February 28, 2011. 

 

Northland provided a table indicating the impact on customer bills for the Hay 

River rate zone. An average monthly consumption of 520 kWh was used for a 

sample residential customer, and 1,000 kWh and 5 kW demand were used for a 

sample commercial customer. The impacts reported in the Table below include 

the combined effects of all rate and rider changes (including Territorial Support) 

proposed for March 1, 2010. 

 

 
 

In view of Northland’s request for change in previously-approved procedures for 

O&M cost recovery, the Board established a written process for review of the 

application, by letter dated February 19, 2010. 

 

On February 24, 2010, the Board issued information requests to Northland. 

Northland responded to the information requests on March 1, 2010.  
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By letter dated March 8, 2010, Northland filed Argument. On March 15, 2010, 

Northland submitted a letter stating that since there was no other party submitting 

Argument, the Rider I Application be approved as filed. 

 

3. EXAMINATION OF THE APPLICATION 
 

USE OF ACTUAL O&M 
In this application Northland proposes to change the Rider I derivation 

methodology to use the actual incremental O&M costs incurred rather than the 

previously approved incremental O&M cost recovery rate, on a go forward basis. 

 

The Board requested Northland to expand on its understanding of the O&M 

related risks that the approved 2005 O&M rate of $0.2041/Kwh (escalated at 2% 

per annum) was intended to cover. [BR NUL 1b)] 

 

In Response Northland states the 2005 O&M rate of $0.0241 per kWh, that was 

approved in Decision 15-2006, was intended to recover the incremental labour 

costs (overtime) and operational material related to running the Hay River diesel 

plant while the Taltson Dam is out on regular maintenance. This value was 

derived based on historical accounting information between 2000 and 2004, 

escalated to 2005 dollars using actual CPI. The 2005 O&M rate has since been 

escalated 2% per year to $0.0261 per kWh.  

 

Northland states, due to the nature of a variable rate, it was meant to capture any 

volume related risks and the inflationary factor of 2% per year was intended to 

capture any price related risks. Northland states, after determining the actual 

2009 incremental costs incurred it finds this rate (price) is not adequately 
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recovering the costs pertaining to running the plant 24/7 for the 54 day Taltson 

Dam outage.  

 

Northland states the prudent costs relating to running the plant should be 

recoverable through the Rider I mechanism, simply for the fact that these costs 

are incurred for reasons that are out of Northland’s control, and thus has 

proposed to change to actual costs. In addition, as the Taltson system ages, 

further long term maintenance costs will likely be incurred due to longer outage 

durations in the future. [BR NUL 1b)] 

 

Northland states all O&M costs associated with the Taltson plant shutdown are 

captured in a separate project and are incremental to regular everyday 

operations. [BR NUL 1d)] 

 

Board Findings 
At the time the Rider I mechanism was established the portion of O&M expense 

associated with the base level of diesel generation up to the plus or minus 4.1% 

threshold was not intended to be included in the Rider I calculations. As a result 

there was parallel treatment of fuel costs and O&M expenses whereby diesel fuel 

costs and incremental O&M associated with diesel generation outside the 4.1% 

threshold were included in the Rider I calculation.  

 

It is not clear to the Board whether the components of actual O&M expense as 

itemized in BR NUL 1d) and proposed to be included in the Rider I calculation by 

Northland in this application, represent O&M associated with generation outside 

the 4.1% diesel generation threshold or not. For example, the table set out in BR 

NUL 1d), shows costs for NUL employee regular labour included in the O&M 

total. It is not evident why regular labour dollars would be associated with O&M 

above the 4.1% threshold for diesel generation.  The Board considers sufficient 
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evidence has not been presented in this proceeding to demonstrate the actual 

O&M proposed to be included in the Rider I calculation represents O&M 

applicable to diesel generation outside the 4.1% threshold. 

 

In BR NUL 1c), Northland was requested to provide the rationale for requesting 

to change an approved forecast 2005 O&M recovery rate of $0.2041/Kwh 

(escalated at 2% per annum), to an actual O&M recovery, on a retroactive basis.  

In response Northland states it is not requesting a change to recovery on a 

retroactive basis. Northland indicates Rider I is effectively a deferral account that 

gets trued-up once per year. [BR NUL 1c)]  

 

In the Board's view, although there is an established deferral account for Rider I, 

Northland is requesting to change a forecast O&M recovery rate to a rate that 

reflects actual results, for purpose of determining the Rider I deferral amount. 

The Board considers NUL's request to change the O&M recovery rate from a 

forecast rate to an actual rate, if approved, would amount to retroactive rate 

making since the result would be to go back in time and recover past losses for a 

period in which a forecast rate was in place. Accordingly, Northland's request to 

adjust the O&M recovery rate to an actual rate, as presented in this application, 

is unacceptable. 

 

The Board considers use of actual O&M in place of the existing formula for O&M 

recovery (2005 O&M rate of $0.2041/Kwh escalated at 2% per annum) would 

result in changing the forecast risk of Northland. The Board considers changes to 

the forecast risk are best dealt with in the context of a General Rate Application 

where the overall business risks of the company are assessed in a 

comprehensive manner.  
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However, if Northland believes there has been a fundamental change in the level 

or structure of diesel generation costs associated with Rider I, the Board will not 

preclude Northland from making a separate application to address this matter 

including the issue of change in risk as well as the method of determination of 

incremental O&M expense associated with diesel generation outside the 4.1% 

threshold.  

 

The Board considers that if such an application were to be made requesting a 

change in the method of determining the O&M recovery rate, the new recovery 

rate should apply to O&M costs for future periods. In other words, retroactive 

adjustment to an O&M recovery rate that was in place for a past period should be 

avoided. 

 

For all of the above reasons, the Board rejects Northland's request to change the 

O&M recovery method for Rider I. For purposes of this Decision, the additional 

actual O&M expense in excess of the O&M amount reflecting the existing 

formula, in the sum of $134,465, is disallowed. Accordingly, the Board has 

revised Rider I from the proposed $0.01559 to $0.01195 effective April 1, 2010. 

 

4. DECISION 
 

Subject to disallowance of the additional O&M expense amount of $134,465, the 

Board approves the rate rider attached hereto as Appendix 1, effective April 1, 

2010.  
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5. BOARD ORDER 
 

NOW THEREFORE, IT IS ORDERED THAT: 
 

1. Northland Utilities (NWT) Limited’s Rate Rider I attached hereto as 

Appendix 1, is approved, effective April 1, 2010. 

 

2. Nothing in this Decision and order shall bind, affect or prejudice the Board 

in its Consideration of any other matter or question relating to Northland 

Utilities (NWT) Limited. 

 

 
      ON BEHALF OF THE 
      PUBLIC UTILITIES BOARD 
      OF THE NORTHWEST TERRITORIES 
 
 

       
 
       
      Joe Acorn 
      Chairman 
 
      Dated March 24, 2010 
 
 
 



 
FOLLOWING IS 

 
APPENDIX 1 

 
ATTACHED TO AND FORMING PART OF 

 
THE PUBLIC UTILITIES BOARD 

 
OF THE NORTHWEST TERRITORIES 

 
DECISION 2-2010 

 
DATED MARCH 24, 2010 

 
 
 
 



 Effective: 2010 04 01 
 Supersedes: 2009 03 01 
 Page 1 of 1 
 

RIDER I 
DIESEL GENERATION RIDER 

 
Available  
 

• Throughout the Hay River service area. 
 
Applicable   
 

• To all classes of service. 
 
Rate  
 

• Service will be rendered at the available rates with the following rider to collect 
costs related to Hay River diesel generation in excess of 4.1% of system 
energy requirements for the Hay River service area: 

 
 Hay River   $0.01195 per kW.h 
 

• This Rider will be reviewed and updated annually in accordance with changes 
in the Company's diesel generation requirements. 
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