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1. APPLICATION 
 

By letter dated February 28, 2006, the Northwest Territories Power Corporation 

(“NWTPC”, “Corporation”) submitted an application (“Application”) to the 

Northwest Territories Public Utilities Board (“the Board”) for approval of a 

project permit, pursuant to Section 54 of the Public Utilities Act (“the Act”), for a 

major capital project in the community of Aklavik involving the preparation of a 

new plant site, purchase, transport and installation of pre-built genset modules 

and conversion of the community’s distribution system to the 4160 volt standard 

from the current non-standard 2400 volt system, 

 

NWTPC indicated it had reviewed several options for addressing the need for a 

new power plant in Aklavik and had extensive consultation with the community 

to understand its requirements and received feedback on potential options.  

 

In its letter, NWTPC stated that: 

 

“Several options for addressing the deficiencies in the existing plant were 
considered by the Corporation’s engineers. It should be noted that natural gas 
will not be available in the Community for the foreseeable future. The current 
natural gas activity is to the east of Inuvik. While a Mackenzie gas pipeline is 
planned for construction within 10 years, there are no plans for a pipeline across 
the Mackenzie Delta to Aklavik. There is no exploration in the immediate vicinity 
of Aklavik. Natural gas supply options were therefore not considered among the 
alternatives. The options reviewed by the Corporation’s engineers and as part of 
a consultation process with the Aklavik Town Council are described below. 
 
Option 1 Replace Powerhouse at Existing Site 
 
This option would provide a completely new plant on the existing site and would 
address the following concern with the existing plant: 
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• It would satisfy all code requirements, and provide a service life 
exceeding 40 years. 

 
• Full (jacket-water and exhaust gas) heat recovery could be 

accommodated. 
 
• The plant floor would be above designated flood level. 
 
• The Hamlet’s concerns about noise, aesthetics, and cultural impacts 

would be addressed. 
 
• Local trucking of fuel could be eliminated if a tank farm were built on land 

beside the plant 
 
This option is the most costly for providing a new power plant for the community. 
Additionally the cost benefit of providing residual heat to the community is 
marginal at best. This option also does not address the Hamlet’s concerns 
regarding the location of generation facilities in the town or near residential 
areas. 
 
Option 2 Transmission Line from Inuvik 
 
This option would involve constructing a transmission line from Inuvik to Aklavik 
for primary power supply with perhaps only stand-by generation available in the 
community. Crossing the Mackenzie Delta with a transmission line requires 
specialized foundations for the power poles. The route from Inuvik to Aklavik 
would also involve two major river crossings. These crossings must account for 
navigable waters and provide clearance for boat passage. In addition, the rivers 
experience significant flooding during spring break-up and significant ice 
scouring. These factors contribute to very high costs for the transmission line. In 
addition, this option would require additional generating capacity in Inuvik. 
Therefore the Corporation does not consider this option to be viable or cost 
effective. 
 
Option 3 New modular power house at Imperial Oil tank farm and 
distributed generation near the school. 
 
This option consists of constructing a smaller modular genset power station 
constructed at the Imperial Oil (IOL) tank farm and one generator module at or 
very near the school to provide residual heat for that facility. The new power 
station at IOL would have three genset modules and a switchgear/controls 
module situated in a fenced area. 
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This option was the second most costly of the new plant options but was 
designed to address the community’s interest in investigating the potential for 
the use of residual heat. However, the installation of a single generating unit in 
the community separate from the main plant would make fuelling and power 
plant control issues more complex. This option would introduce an element of 
noise and air emissions in the school environment. The Corporation was also 
concerned that this option may put it at risk for unnecessary environmental 
liability. For these reasons the Corporation and the community did not prefer this 
approach despite the potential for residual heat use. 
 

Option 4 Design and construct a new modular genset power station 
located at the Imperial Oil Tank Farm. 
 
This option involved constructing a modular genset power station at the Imperial 
Oil tank farm. The new power station would be composed of four genset 
modules and a switchgear/controls module situated in a fenced area. This was 
the least costly of the options reviewed. However, this option required a site 
lease with IOL that NTPC was not able to negotiate successfully. 
 
Option 5 Design and construct a new modular genset power station 
located in the Industrial Area 
 
This option consists of a modular genset power station constructed on new lots 
in the community’s industrial area. The new power station would be composed 
of four genset modules and a switchgear/controls module situated in a fenced 
area. This option has the second lowest capital cost of all the options reviewed, 
addresses all the structural and code deficiencies and addresses the Hamlet’s 
request for the power generation facilities to be located outside the residential 
core. This option is therefore NTPC’s preferred option. Further, this option has 
received support from the community by way of a Town Council motion.” 
 

 

NWTPC stated that as part of a consultation with the Aklavik Town Council, 

Option 5 was identified as the preferred option, which received support from the 

community by way of a Town Council motion. 

 

The Board, by letter dated March 22, 2006, provided NWTPC with information 

requests. By fax dated March 31, 2006, NWTPC provided responses to the 
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Board’s information requests. 

 

2. GROUNDS FOR DECISION 
 

Section 54.(4) of the Act provides that the Board, in reviewing an application for 

a project permit, shall consider any matter it considers relevant, including 

a) the impact of the project on rates; 

b) the public need for the project; and 

c) the reliability of the public utility. 

 

The Board’s consideration of the matter is set out below. 

 

a. Impact of the project on rates 

 

NWTPC stated the preliminary cost estimate for the project was approximately 

$3.5 million, well below the threshold required for a project permit under the Act. 

Therefore, the Corporation indicated it did not apply for a project permit when 

initially considering the project. NWTPC stated the present budgeted cost of the 

project is $4.9 million. The Corporation indicated the increased costs resulted 

from, delays from the original schedule due to ongoing consultations with the 

community and due to deployment of the Corporation’s engineering staff to 

address the fire at the Fort McPherson plant, which required their immediate 

attention. NWTPC stated the price of steel and other materials, the tenders 

received for supply of the gensets and other materials were significantly higher 

than originally estimated. 

 

NWTPC estimates the plant to be completed and added to rate base in the 

2006/07 fiscal year. The impact of the new plant addition on the Aklavik 
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community rates is estimated at approximately 30%. 

 

The Board notes the significant increase in the plant capital costs as a result of 

the delays encountered during the construction phase of the plant. Further 

NWTPC appears to have not explicitly taken into consideration costs associated 

with decommissioning and clean up at the existing plant site, at the time of its 

decision to relocate the plant to the industrial area. The Board considers the 

matter of prudence of the capital expenditure as well as any measures to 

mitigate community rate impacts would in the normal course be examined at the 

time of NWTPC’s next General Rate Application (“GRA”). However, in view of 

the significant budget cost increase and the expected rate impacts, the Board 

directs NWTPC to address the prudence of the capital costs as well as any 

measures required to mitigate rate impacts at the next GRA. 

 

b. Public need for the project 

 

NWTPC indicated it has undertaken extensive consultations with the Town 

council with respect to project siting. NWTPC stated the community indicated a 

need to have the power station located away from residential areas of the 

community, as well as an interest in pursuing cogenerative heating options. 

NWTPC stated the modular genset power plant project in the industrial area 

was considered by NWTPC and the town council to be the most appropriate 

solution to meet the needs of the Corporation and the community.  

 

The Board notes constructing a modular genset power station at the Imperial Oil 

(“IOL”) tank farm would have resulted in the lowest cost for the project. The 

Board notes however, that a successful site lease arrangement could not be 

negotiated with IOL and hence the decision was made to relocate the power 

plant in the industrial area. 
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Considering the balancing of the competing objectives of cost, site availability 

and community preference, the Board accepts NWTPC’s decision to relocate 

the new plant in the industrial area as a reasonable compromise. Accordingly, 

the Board considers relocation of the power plant in the industrial area is in the 

public interest.  

 

c. The reliability of the public utility 

 

NWTPC indicated the Aklavik plant fails to conform to the National Building 

Code for post disaster facilities. The most important of these deficiencies were 

identified to be the following: 

 

• The powerhouse substructure has failed and does not provide a sound 

building foundation. Poor drainage, extensive thawing of the permafrost 

and seasonal movements due to frost heave all contribute to this 

situation. 

• Due to settlement-induced drainage, it is very likely that the powerhouse 

superstructure is no longer capable of sustaining the structural loads 

required by the National Building Code. 

• The powerhouse is situated below extreme flood level. 

• The radiator support slab has deteriorated to the point where it is beyond 

repair. 

• The floor slab is cracked and cannot contain even minor spills from 

seeping into the ground. 

• The older engines have become less economical to run due to poor fuel 

efficiency. 

• The on-site fuel storage tank requires modifications to resist flood and 
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seismic affects. Also, the tank does not have over fill protection. 

• The day tank is not to ULC (Underwriter’s Laboratory of Canada) code. 

The tank lacks spill control and containment, bonding and grounding, and 

has inadequate fire protection. 

• The engine fuel piping does not comply with NTPC specifications. There 

are leaks at some joints. 

• Engines lack emergency shut-off devices. 

• Movement of cooling system piping support is a continual source of leaks 

and contamination. 

• The ventilation system is inadequate, with summer temperatures in the 

building often exceeding 40° C. 

 

The Board is satisfied the proposed construction of the power plant is required 

to enable NWTPC to continue to provide safe, adequate and proper service in 

the community of Aklavik. 

 

3. DECISION 
 

After giving consideration to the public need for the project and the reliability of 

the utility, the Board hereby approves NWTPC’s Application for a project permit 

to undertake the design and construction of a new Modular Genset Power Plant 

located in the industrial area, in the community of Aklavik, in accordance with 

the Application. 
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4. SUMMARY OF DIRECTIONS 
 

In view of the significant budget cost overrun and the expected rate impacts, the 

Board directs NWTPC to address the prudence of the capital costs as well as 

any measures required to mitigate rate impacts at the next GRA. 
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