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November 4, 2016 

 

Northwest Territories Public Utilities Board 

203-62 Woodland Drive 

Box 4211 

Hay River, NT 

X0E 1G1 

 

Attention: Ms. Louise Larocque, Board Secretary 

 

Re: NTPC’s 2016/19 Phase 1 General Rate Application – Deficient IR Responses  

 

Dear Ms. Larocque: 

 

1. This letter is being submitted by the Thermal Generating Communities (TGC) comprised of 

the Town of Inuvik, Village of Fort Simpson and the Town of Normal Wells.  

 

2. By letter dated October 11, 2016, the NWT Public Utilities Board (the Board) established an 

updated schedule in respect of NTPC’s 2016/19 Phase 1 General Rate Application (the 

Application) and invited intervenors to respond, by October 24, 2016, to (i) NTPC’s 

September 30, 2016 letter respecting certain unanswered information requests (ii) identify 

any additional matters arising from review of the filed information responses (filed on 

October 7, 2016). Further, the Board noted: 

 

The Board in its October 11, 2016 letter requested parties to review NTPC’s 

October 7, 2016 filed responses and identify any additional matters arising 

from that review by October 24, 2016…. The Board considers it is 

necessary for Parties to identify specific concerns with information 

responses as this would be of assistance to NTPC in preparing its responses 

to intervener concerns at the forthcoming Technical Meeting. Accordingly, 

TGC and NUL are requested to file letters identifying their specific 

concerns with those information responses that they deem unsatisfactory, by 

November 4, 2016. 

 

3. Enclosed as Attachment 1 is a summary of IR Responses to the TGC which in our view have 

not been sufficiently responded to, and for which a more fulsome response is required to 

properly test the Application.  

 

 

 

G. Rangi Jeerakathil 
 

Direct Line:  (306) 975-7107 

E-mail:  RJeerakathil@mlt.com 
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4. If you have any questions in respect of the foregoing, please do not hesitate to contact the 

writer.  

 

Yours truly, 

 

MacPherson Leslie & Tyerman LLP 

Per: 

  

Rangi Jeerakathil 

  TGC Legal Counsel   

 

cc. Distribution List 
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 IR Reference 

 
NTPC IR Response  TGC Comments 

1 TGC-NTPC-6 (a)   
a) Please discuss if 2015/16 
year to date actual results 
indicate if any material 
changes are necessary to the 
2015/16 forecast costs. 
 
TGC-NTPC-6 (d)   
If c) is confirmed, please 
indicate if NTPC plans to 
update its GRA to reflect the 
impact of either preliminary 
or final 2015/16 actual 
results. If not, please explain 
why. 

In accordance with Decision 13-2014 the 
2015/16 Report of Finances and Operations will 
be filed 30 days after the Minister presents 
financial statements in the Legislature. The 
Corporation is anticipating this to occur during 
the fall session of the 18th Legislative 
Assembly. The Corporation is not aware of any 
major changes in the forecast operations for the 
Test Years. 

IRR TGC 6 a) states NTPC is not aware of any 
major changes in the FC operations for the Test 
Years whereas the IR TGC 6 a) only queried 
about material changes as between 15/16 FC 
and actuals; Response is incomplete. 
 
IR TGC-NTPC-6 d) asked if the financial 
schedules, which show forecast for 2015/16, 
will be updated to reflect the “final 2015/16 
results”.  Response refers to 15/16 Rep of F&O, 
which was not the question. Actual 2015/16 
results are needed (i) to ensure that any trending 
analysis, for example, is appropriately adjusted 
for 15/16 actual results and (ii) to assess if 
opening balances for PPE, etc. should be 
adjustment.    
  

2 TGC-NTPC-7 (d) 
To provide updated Table 
3.4 to reflect the numbers 
provided in the Attachment 
to BR. NTPC-1 (a) for the 
Thermal Zone. 
 

The difference relates to the amendments to 
the Application noted in the Corporation’s 
submission dated July 12, 2016. The amendment 
submission noted that the Corporation 
discovered discrepancies in the water license 
and overhaul accounts. The change in the 
2016/17 forecast Thermal zone revenue 
requirement is due to a correction of the 
overhaul amortization expense forecast. The 
correction increased deferred charges 
amortization expense by $0.411 million. As a 
result the deferred charges component of Rate 
Base was also reduced, lowering return on Rate 
Base by $0.014 million. 

Thermal Zone Deferred Charges increased by 
$0.411M; July 12/16 Update [Sc. 11.4] only 
shows total increased amortization for OH 
Deferral Account is $0.104M [3.935M to 
$4.039M]. Response inadequate (i) does not 
explain rationale for increased amortization 
expense (ii) does not explain why Thermal Zone 
amortization increased by $0.411M and does not 
provide a rationale for the increased 
amortization  

3 TGC-NTPC-8 (d)  Please see Table 1 below for the requested Table 1 of TGC 8 (d) only provides total 
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NTPC IR Response  TGC Comments 

Please provide the actual 
station service by plant for 
purposes of calculating the 
5-year rolling average. 

information. Minor difference in line losses and 
station services from Schedule 2.1-3 are due to 
rounding at the community level calculation, 
which is then aggregated at the zone level. 

thermal zone data, not details by plant as 
requested. 

4 TGC-NTPC-12 (a) and (b) – 
request was to provide 
details for employment 
benefits such as Employment 
Insurance, Canada Pension, 
Plan, Health Insurance, 
Public Service Pension Plan, 
Northern Living Allowance, 
and Local Differential 
Payments. Part (b) requested 
basis of calculating the year 
over year escalation 

Details of fringe benefits can be found in 
schedules 5.3-0 to 5.3-3 in account 5005. 

Schedules 5.3-0 to 5.3-3 in account 5005 only 
provide aggregated amounts for Fringe benefits. 
Details of EI, CPP etc., as requested, not 
provided.  
 
Table 1 only provides fringe as a % of Salaries; 
there is no response to question as to basis of 
Y/Y escalation. 

5 TGC-NTPC-19 (a)   
Opportunity to refinance 
Loan #1 

The Corporation is examining refinancing the 
loan and will update the Board before the 
hearing. 

Provide update if available and assessment of 
costs and benefits, if available  

6 TGC-NTPC-20 (f)   
Please provide the monthly 
long Canada yields for the 
12-month period ending 
December 31, 2014 and 
2015, and for each of the 
months for which actuals are 
available in 2016. 

Table 1 only provides data for 1 month in 2014 No reason provided as why data for each month 
in 2014 and 2015 is not provided.  
Update Table 1 to reflect most current months in 
2016. 

7 TGC-NTPC-20 (h)   
Please provide the derivation 
of the total amount which is 
being allocated in each of 
these years. 

Interest revenue is allocated to each sinking 
fund based on a weighted average basis using 
the closing balance of each fund. 

Question asked for the derivation of total SF 
interest, which is hard input number – see Cell 
AE 39, for example.  

8 TGC-NTPC-30 (c) A detailed list of projects rejected by the Board TGC wishes to understand the scrutiny 
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Include in this response 
details of those projects 
which were either rejected 
by the Board of Directors, or 
otherwise, reduced in scope 
and/or projected cost. 

of Directors have not been provided as these 
projects are not part of the Corporation’s capital 
base and were not included in capital additions 
submitted in the 2016/19 GRA. 
 

undertaken by the Board of Directors re projects 
>$400K; as such, need details of projects 
>$400K which were either rejected by the Board 
of Directors, or otherwise, reduced in scope 
and/or projected cost. 

9 TGC-NTPC-30 (d)    
Please discuss what checks 
and balances are in effect 
which would prevent 
management to over or 
under-state the forecast costs 
of capital projects. Include in 
this response whether 
management uses tools such 
as historical costs for similar 
projects (appropriately 
escalated), or costs per unit 
(such as costs per KW, cost 
per meter), etc. to ensure 
projected costs are fairly 
stated. If other such tools are 
deployed, please provide 
details. 

The Corporation uses a variety of methods to 
estimate project costs including historical costs, 
where a project was recently completed and is 
similar to a proposed project. The Corporation 
also consults with suppliers to provide guidance 
with regard to cost estimation and the 
knowledge of internal staff. With regard to the 
estimation process NTPC makes use of a 
standardized template which is completed by an 
experienced project manager or engineer. The 
project estimate forms part of the business case, 
which is reviewed by an Asset Manager 
accountable for all aspects of the project, 
including the cost. Larger projects require the 
review and approval of senior management and 
the completion of a business case. 

A number of projects have experienced 
significant expenditures in excess of F/C. a 
better understanding is needed as to degree to 
which benchmarking data is available and used 
for budgeting purposes; if used, we need to 
understand why, in spite of using the 
benchmarking tool, NTPC continues to 
experience significant variances exceeding 
projected costs for projects (e.g. engine 
replacements) which are not a one-time or 
unique capital adds.=> engine replacement at 
Jean Marie River [see Page 11-15 FC of 
$0.54M; Actual = $0.75M=> cost overrun of 
40%;] {See Response TGC NTPC 36 (c) and 
(d). 
 
 

10 TGC-NTPC-33 (b)    
Please provide a sample Post 
Construction Report for a 
major project in each of the 
Hydro and Thermal Zones. 

Please refer to the Bluefish Post Project Report 
in Appendix G for a major project completed in 
the Hydro Zone. The post project report for 
Coleville Lake power plant (Thermal Zone) is 
not yet complete and will be submitted to the 
Board once the report is finalized. 

TGC’s request was to review a project in 
Thermal Zone which has already been 
completed, not one which is still underway. 

11 TGC-NTPC-30 (d)    
Please indicate whether the 
AME Asset Manager also 

The AME Asset Manager incorporates any 
lessons learned into future capital planning. The 
Asset Managers have regular meetings with the 

Response is needed to the question as to whether 
experience with respect to lessons learned are 
documented i.e. formally document i.e. so as to 
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NTPC IR Response  TGC Comments 

reviews any lack of success 
and discuss if “lessons 
learned” in connection with 
any lack of success are (i) 
documented and (ii) 
incorporated into planning 
for future capital projects. 

Project Managers throughout each stage of the 
capital planning process. The feedback provided 
by the Project Managers provides the AME 
Asset Manager with valuable insights regarding 
any challenges that arise. This results in changes 
to budgeting practices, project schedules and 
scope over time. 

incorporate these lessons/challenges in future 
project practices, schedules and scope. 

12 TGC-NTPC-34 (d)    
Please provide evidence that 
the current number of mobile 
generating units is optimal. 

The current inventory of mobile gensets has 
proven to be sufficient to meet the needs of the 
Corporation. The listing provided in part (c) 
above shows 8 emergency gensets with a total 
peak generation capacity of 5,220 kW. The plant 
RFC requirements dictate each plant have 
enough capacity to meet the load requirements 
in the event the largest genset goes off line. As a 
result, each plant has some redundant generation 
and it is not necessary for each plant to have a 
separate emergency mobile genset on hand. 
NTPC must balance the number of emergency 
gensets and the cost to purchase and maintain 
the fleet of emergency and backup units. 
Maintaining a large fleet will increase the 
capital base and negatively impact customer 
rates. 
Based on the historical average number of 
emergency events, the current number of 
emergency units has proven to be adequate. In 
addition, the Corporation can rent additional 
emergency gensets in the event it experiences an 
above average number of emergency 
situations during a given fiscal period. 

If each thermal plant has RFC requirements 
such that there is enough capacity in the event 
the largest genset goes off, and additional 
gensets can be rented “in the event it 
experiences an above average number of 
emergency situations” 
NTPC has not adequately explained how it 
determined 8 emergency gensets is optimal. 
Why not 12 or 6, for example?  

13 TGC-NTPC-40(a)    
Solar installation at Colville 

 NTPC has not addressed why Colville Lake was 
chosen as an ideal location for solar 
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NTPC IR Response  TGC Comments 

Lake demonstration project. 
 
While TGC NTPC 40 (b) provides installed cost 
per MW, supporting calculations are needed.  
 
Re Table 2, need to know source of data on 
table – diesel cost by plant capacity. 

14 TGC-NTPC-41(g)    
Please explain why the 
deficiencies noted in the 
preamble above were not 
uncovered as part of regular 
or major plant maintenance. 
For example, why would it 
take plant outages 
to discover the “critical 
systems lacked redundancy” 
or that “the equipment 
protection 
systems (e.g. circuit 
breakers) were lacking”. Is 
this not part of checks and 
balances 
NTPC undertakes as part of 
its regular maintenance or 
during major overhaul? 

During a major power outage in Inuvik, there 
were critical electrical equipment failures. 
NTPC discovered the equipment failure 
immediately after the outage occurred, once 
power was restored to the community. This 
outage caused a phenomenon known as 
Ferroresonance, which led to 
overvoltages/overcurrents in the electrical power 
system and damaged a multitude of electrical 
faults. NTPC regularly checks plant systems and 
responds to emergency situations as quickly as 
possible in an effort to minimize system 
downtime. 

IR has not been adequately responded to; 
question asks for why deficiencies were not 
detected prior to the outage as part of NTPC’s 
maintenance program. Part (d) suggests NTPC 
undertakes daily/weekly/monthly and 120-day 
inspections. Yet it took 2 outages to in 2012 to 
identify the damage. 
 
Also, NTPC has not explained why it took 2 
years to complete repairs (note IDC of $22K per 
TGC NTPC 41 (f). 

15 TGC-NTPC-43(c)    
Please provide the timeframe 
between “the initial budget 
was prepared” and when 
“NTPC went to obtain 
tenders”. If the elapsed time 
is significant (more than 6 

The timeframe between the initial estimate and 
tender issue was approximately two years for 
phase 1 of the project, and three years for phase 
2 of the project. This timeframe was greater than 
six months to allow for a detailed design and 
proper project planning. 

Re Inuvik Tank F Build Storage Upgrade - a 
better understanding is needed re: why “detailed 
design and proper project planning” would take 
2 years for Phase 1 and 3 years for Phase 2. 
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months), please explain 
why…. 

16 TGC.NTPC-45 (b) 
Please explain if the 
upgraded breakers have been 
procured based on a 
competitive bid basis. If not, 
please explain. 

These breaker upgrades were sole sourced based 
on comparing pricing with past similar projects. 

Is there is written policy re: sole sourcing 
contracts? If not, does NTPC have any 
recommendations in this area? 

17 TGC.NTPC-50(a) 
Please provide evidence the 
projected cost of $1.449M is 
reasonable. Include in this 
response a comparison of the 
cost incurred (labour, 
materials and OH) or 
forecast for 
similar sized fuel tank(s) 
[sic, units] recently replaced 
or expected to be replaced. 
 

The budget for this project was largely 
determined by the cost of the variable speed 
unit, which was quoted at $0.950 million by the 
contractor and would be delivered to Aklavik as 
a completed unit. The internal labour costs were 
estimated ($0.080 million) and found to be 
comparable to those for the Fort Good Hope G2 
engine installation ($0.095 million). The Fort 
Good Hope contractor costs for the engine 
installation was $0.208 million and this project 
will require less time to install to the existing 
plant and estimated at $0.110 million. Overhead 
is calculated as a fixed percentage and therefore 
will be proportional to the overall project costs. 
 
 

Question requested NTPC to provide evidence 
cost is reasonable. NTPC speaks to internal 
labour costs and contractor costs for engine 
installation for reasonableness. How did NTPC 
determine the $0.95M quoted by the contractor 
was reasonable? What were bids from other 
contractors? To the extent, similar variable 
speed units have been installed, provide costs 
corresponding to the $0.950.  
 
The cost data provided (0.95+.08+0.110 = 
1.09M] does not add up to $1.449M; NTPC to 
identify all other cost components making up 
the $1.449M. 

18 TGC.NTPC-50(e) 
App B, Page B-112: NTPC 
states: “The vendor will also 
cover all first year 
maintenance 
costs, further reducing the 
risk of managing newer 
technology in a remote 
location.” Please quantify 

The vendor will no longer be covering first year 
maintenance costs. 
 
 
 
 
 
 
 

NTPC does not explain why vendor will no 
longer cover 1st year maintenance costs.  
 
Quantify these additional costs. 
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these costs. As well, please 
confirm such costs have not 
been included 
in the 2016/17 Revenue 
Requirements. 
TGC.NTPC-50(c) 
Please identify and quantify 
the referenced “lower 
operational costs”. 
 

 
 
 
 
 
 
It is difficult to quantify the costs at this point in 
time, and any estimate provided may not be 
reliable. The Corporation will be able to better 
estimate these cost reductions once it has 
established a sufficient operational track record 
with the VSG unit. 

 
 
 
 
 
 
At what point in time does NTPC expect to have 
established a sufficient operational track record 
with the VSG unit?  
 
Assuming there would be some savings, why is 
not possible to provide an estimated amount of 
these operational savings and include same in 
Revenue Requirement? 

19 TGC.NTPC-51(b) 
Please quantify the reduction 
in fuel and O&M costs in 
2017/18 and 2018/19 with 
the 
proposed upgrading. 

There is no cost savings reflected in the current 
GRA as a result of this capital addition. The 
Engineering Division has assessed the project’s 
expected high level impact on plant operations 
and efficiency but a detailed breakdown of cost 
savings cannot be provided at this time. It is 
difficult to quantify the cost savings, as the full 
impact of improved plant ventilation is not 
known in advance of the project’s completion 
and any estimate provided may not be reliable. 
The costs savings of this project will be realized 
over time and the full extent of the operational 
benefits can only be accurately measured post 
project completion. 

At what point in time does NTPC expect to 
detailed breakdown of cost savings? 
 
 
Assuming there would be some savings, why is 
not possible to provide an estimated amount of 
these operational savings and include same in 
Revenue Requirement? 

20 TGC.NTPC-52(b) 
Please provide a cost/benefit 
analysis which supports the 
expenditure of $1.773M. 
 

The Corporation is presently undertaking a 
capital project to install natural gas meters on 
fuel consumption for G10, G12 and the backup 
boilers to provide precise amounts of gas that 
feed the gensets and boilers, which will then 

No details of when project to install NG meters 
will commence.  
 
Assuming there would be some savings, why is 
not possible to provide an estimated amount of 
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 allow NTPC to quantify cost savings provided 
by the project. Please refer to BR.NTPC 15 (f) 
for further discussion on cost benefit analysis 
for residual heat customers. Please see the 
business case in Appendix B for a detailed list 
of project benefits. {Emphasis added}  

these operational savings and include same in 
Revenue Requirement?? 

21 TGC.NTPC-56(e) 
The contingency amount of 
$73,000 represents some 
14% of the total costs before 
the contingency ($73/(570-
73)]. Please explain why this 
level of contingency 
allowance is reasonable. 

This project’s 20% contingency allowance (total 
base project estimate excluding contingency 
cost) was deemed reasonable given a similar 
project was already completed and final project 
costs could be more accurately assessed, 
resulting in better estimates of project costs. 

NTPC needs to identify the “similar project” 
and provide or confirm the contingency %; and 
whether the 20% is a standard contingency 
allowance for budgeting purposes. If so, what is 
the 20% based on? 
 
Is the contingency allowance used for items 
budgeted and included in project scope for the 
project? Or is it also used up if there are scope 
changes? 

22 TGC.NTPC-74 
Rather than conducting 
periodic depreciation studies 
as recommended by Gannet 
Fleming [Page I-4], based on 
your experience, are there 
any smaller peer utilities 
which deploy a simpler 
method of determining 
depreciation rates. If so, 
please provide specific  
examples of these utilities, 
and provide comment on 
why such simpler methods 
would not be suitable to 
NTPC. 

Most regulated utilities follow a group 
accounting and depreciation concept as tracking 
individual assets would be time consuming and 
expensive when consideration is given to the 
physical number of assets within an electric 
utility system. However, there are some 
alternative approaches used throughout the 
country: 
i. Straight Line amortization of the utility 
accounts (for example EPCOR); 
ii. Unit accounting and depreciation where every 
asset is accounted for separately 
(BCHydro and NALCOR); 
iii. All assets within the entire system are 
depreciated as one very large group (some 
municipal systems); and 
iv. Sinking Fund methods for large electric 

 
 
Explain requirements of financial disclosure; Is 
the single rate method prohibited by the 
International Public Sector Accounting 
Standards? 
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generation plant capital expenditures (for 
example: Hydro Quebec). 
…. the straight line amortization method of all 
of the company’s plant accounts in a similar 
method to the “Direct Life Method (DLM)” 
used by EPCOR would be the only potentially 
viable alternative option for NTPC. 
…. At the other extreme, a single rate concept 
wherein all assets within the system are 
depreciation over one rate would not provide for 
the required detail for financial disclosure 
purposes. 

 
 

 


