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1. APPLICATION 
 
By letter dated February 25, 2004, the Northwest Territories Power Corporation 

(“NWTPC” “Corporation”) submitted an application to the Northwest Territories 

Public Utilities Board (“the Board”) for an order approving a rate rider applicable 

to the communities of Fort Resolution and Fort Smith. 

 

In its application, NWTPC stated: 

 

“As part of its regular maintenance program, the Corporation takes the 
Taltson Hydro unit off-line to perform care and maintenance and to inspect 
the unit each year. This shutdown generally takes place in September 
every year and lasts for approximately 10 days. During this period of 
shutdown, backup generators are relied upon to carry their respective 
communities’ load. The fuel expended during these annual shutdowns is 
already considered within Fort Resolution and Fort Smith’s revenue 
requirements. During its regular routine maintenance in September 2002, 
the Corporation discovered additional maintenance required to the Taltson 
generator that could not be completed within its regular annual shutdown. 
The additional maintenance performed during this period included: 
 

• Replace governor 
• Repair loose stator wedges 
• Inspected bearings 
• Clean lower side of windings 
• Clean and inspect air slots 
• Clean and re-test rotor insulation resistance 

 
As a result, the Taltson Hydro site was off-line for a total of 11 days in 
June 2003 and 25 days in September 2003 in order to carry out the 
necessary work. This extended shut down resulted in an incremental 
diesel fuel expense that is currently not included in Fort Resolution or Fort 
Smith’s revenue requirements. The application for a rate rider by NTPC is 
consistent with the October 17, 2003 application filed by NUL (NWT) Ltd. 
to recover extra-ordinary diesel fuel expense related to the extended 
shutdown of Taltson.” 
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NWTPC provided details of the rider and stated that the incremental fuel that was 

expended during the shutdown in June and September 2003 totaled $242,000. 

NWTPC has applied to recover this expense, via a rate rider over a 9-month 

period or until such time as the full amount is collected. The rider will be 

applicable to the customers of Fort Resolution and Fort Smith only. 

 

By letter dated February 26, 2004, the Board issued information requests to 

NWTPC. 

 

By letter received on March 8, 2004, the Deninoo Community Council, Fort 

Resolution provided the following comment: 

 

“The Deninoo Community Council reviewed the application during the 
regular Council Meeting of March 3rd. While we are sympathetic to the 
unexpected costs incurred during this shutdown, these expenses should 
be absorbed as a cost of doing business. We feel another increase at this 
time would pose a hardship on our community.” 

 

 

By e-mail dated March 10, 2004, NWTPC provided responses to the information 

requests. 

 

2. DECISION 
 

NWTPC requests recovery of additional diesel fuel costs resulting from higher 

diesel generation at Fort Smith and Fort Resolution, as a result of an extended 

maintenance shutdown at the Taltson hydro plant. NWTPC considered the 

additional diesel fuel costs resulting from the Taltson plant shutdown to be 

extraordinary or uncontrollable: 
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“In its 2001-03 GRA, the Corporation included a forecast in its revenue 
requirement of Taltson Zone diesel fuel expense relating to the annual 
hydro generation maintenance shutdown. Generally there is very little 
diesel fuel consumed on the Taltson system so deviations from forecast 
either higher or lower do not reflect a significant expense or savings to the 
Corporation. The 2001-03 GRA forecast and revenue requirement do not, 
however, include any extraordinary or uncontrollable costs, such as those 
related to the unanticipated maintenance and repairs on the Taltson 
system.” [PUB NTPC-3] 

 

 

NWTPC considered the Corporation is not compensated for the risk related to 

uncontrollable costs through its rate of return: 

 

“The Corporation is not compensated for the risk related to uncontrollable 
costs through its return. Please refer to the evidence of Ms.Kathleen 
McShane on the stabilization funds from the 1995/98 Phase I GRA.1 In her 
evidence, she indicated that the risk premium was not adjusted downward 
in her return on equity analysis because the ‘….risk evaluation of NWTPC 
always assumed that the risk of recovering the uncontrollable costs 
associated with generation would be mitigated through appropriate 
regulatory mechanisms…’.” [PUB NTPC-3] 
 

 
 
NWTPC indicates this application is consistent with the application filed by 

Northland Utilities (NWT) Limited (“NUL”) to recover extra ordinary diesel 

expense by way of rate riders. NWTPC acknowledges the pass through of fuel 

costs in the manner proposed in the application was not specifically tested during 

the last General Rate Application (“GRA”). NWTPC states, similar fuel costs 

occurring on the other hydro/diesel dual fuel generation systems are passed 

through the water stabilization fund. 

 

 
1 ‘Evidence of Kathleen C. McShane on the Rate Stabilization Fund’ pp.14-15 
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The Board notes the amount of the fuel cost under recovery as a percent of 

community base rate revenues amounts to about 7.7% for Fort Smith and about 

3.7% for Fort Resolution2. Although these amounts may be considered relatively 

significant in relation to the respective community revenues, recovery of 

extraordinary fuel costs of this nature by means of a rider was not specifically 

contemplated at the time of the last GRA. In this regard this application differs 

from the NUL application for fuel cost adjustments resulting from variance in fuel 

consumed, because such adjustments were contemplated at the time of the NUL 

1999/2000 Negotiated Settlement. 

 

The Board notes NWTPC’s rationale that a diesel/hydro fuel adjustment for the 

Taltson communities was not proposed at the last GRA since there is very little 

diesel fuel consumed on the Taltson system and therefore deviations from 

forecast either higher or lower do not reflect a significant expense or saving to 

the Corporation. The Board concludes from this the Corporation appears to have 

rationalized the significance of variations in fuel costs at Taltson from an overall 

corporate point of view rather than at the community level. The Board notes the 

amount of the fuel cost under recovery as a percent of overall corporate 

revenues is approximately 0.4%.3 The Board considers the under recovery of fuel 

costs, which is the subject of this application, is not material when considered in 

the context of variations to NWTPC’s overall costs and revenues. 

 

The Board notes NWTPC’s characterization of the under recovery as an 

uncontrollable cost. However, the subject application does not appear to deal 

 
2 Estimated by expressing fuel cost under recovery for each community as a percent of 
respective community revenues for 2002/03 as per Table 2 from the Phase II Refiling Dated July 
28, 2003. 
3 Estimated by expressing fuel cost under recovery as a percent of corporate revenues for 
2002/03 as per Table 2 from the Phase II Refiling Dated July 28, 2003. 
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with a sudden and accidental event. Maintenance at the Taltson plant, which 

resulted in the additional fuel costs, includes the following: 

 

• Replacement of governor 

• Repair loose stator wedges 

• Inspected bearings 

• Clean lower side of windings 

• Clean and inspect air slots 

• Clean and re-test rotor insulation resistance 

 

The Board considers the above work to be in the nature of routine maintenance. 

 

Given that pass through of the proposed fuel cost under recovery was not 

contemplated at the last GRA and given the relative immateriality of the amount 

in relation to the Corporation’s overall costs and revenues, the Board is not 

persuaded that the fuel cost under recovery should be treated as an 

extraordinary item. Further the Board is not persuaded the under recovery 

resulted from an uncontrollable event. Therefore, the Board is not prepared to 

approve the requested rider. 
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3. BOARD ORDER 
 

NOW THEREFORE, IT IS ORDERED THAT: 
 

1. Northwest Territories Power Corporation’s Application for approval of the 

recovery of additional fuel costs occasioned as a result of an extended the 

shut down at the Taltson hydro plant is denied. 

 

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 Northwest 

Territories Power Corporation. 

 

 
      ON BEHALF OF THE 
      PUBLIC UTILITIES BOARD 
      OF THE NORTHWEST TERRITORIES 
 
 
 
 
 
       
      DATED March 30, 2004 
      John E. Hill 
      Chairman 
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