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      Board Secretary 
 
c: Distribution List. 
 
 
 
 



1 
 

Northwest Territories Power Corporation (NTPC) 
2022/23 General Rate Application 

Board Information Request No 1 to Thermal Generation Communities 
 
 
 
BR TGC 1 
 
Topic:   Capitalization Policy 
 
Reference:  Evidence of Dustin Madsen, Section 3 
 
Quotes: 
 
… Absent a detailed overhead and capitalization study, which I recommend be 
performed, I would consider a capitalization rate of 25% to be reasonable and 
reflective of NTPC’s higher level of generation assets than NB Power, but also 
because NTPC is entering a heightened level of capital build over the next five 
years. [Page 15] 
 
… Therefore, I consider it necessary that NTPC be directed to complete a 
comprehensive review of its capitalization practices and report back on those 
practices in advance of filing NTPC’s next GRA. The information would include a 
position-by-position assessment of the work that is performed, and an 
explanation of why the work would continue to be necessary absent the presence 
of NTPC’s capital program or why the work does not directly contribute to the 
enhancement of NTPC’s assets. The report would also review both the indirect 
(overheads) and direct charging of costs to capital projects. [Page 37] 
 
Requests: 
 
a) For a utility such as NTPC with an apparent declining trend in sales revenue, 

is there a risk that the unit cost of sales (cost per kWh) could increase after a 
period of time following implementation of higher capitalization rates for 
labour and overheads, all else being equal. In other words, is it possible that 
future customers could pay higher rates without a commensurate increase in 
service levels and if, so please discuss the implications for intergenerational 
equity. 

 
b) Please provide a hypothetical Excel model showing how the cost per kWh 

could be expected to change over time (20 Years) under the following 
scenarios assuming an increase in labour capitalization rates as 
recommended by Mr. Madsen: 

i. sales revenues declining annually at 0.5% per annum 
ii. sales revenues increasing annually at 0.5% per annum 
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BR TGC 2 
 
Topic:   Net Salvage Costs 
 
Reference:  Evidence of Dustin Madsen, Section 4 
 
Quotes: 
 
… Since the 2016 depreciation study, NTPC has added a significant number of 
new assets which would increase the calculated theoretical net salvage balance. 
Additionally, from a review of Concentric 2020 net salvage study there appears to 
be a general trend in rising observed net salvage costs across the various 
accounts. Several accounts as noted above have current salvage costs trending 
significantly in excess of Concentric’s recommendation. [Page 43] 
 
… While the phased-in approach also has its benefits, namely the continuation at 
least in principle of the Traditional Approach and all its commensurate benefits, if 
there is no reasonable prospect of transitioning to a fully funded Traditional 
Approach in the near or even long-term, then viable alternatives should be 
considered. [Page 45] 
 
Requests: 
 
a) Given the quotes set out above, what is Mr. Madsen’s assessment of whether 

there is a reasonable prospect of transitioning to a fully funded Traditional 
Approach within a reasonable period of time if NTPC’s proposals were 
accepted. In this context, please provide Mr. Madsen’s views on how a 
reasonable period of time for the transition should be determined. 

 
b) If in Mr. Madsen’s opinion, transitioning to a fully funded Traditional Approach 

within a reasonable period of time may not be feasible under NTPC’s 
proposals, please provide Mr. Madsen’s views on how full funding of net 
salvage could be achieved within a reasonable period of time as defined by 
him. 
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BR TGC 3 
 
Topic:   Insurance 
 
Reference:  Evidence of Dustin Madsen, Section 5 
 
Quotes: 
 
… I recommend the Board direct NTPC to propose a solution that results in the 
most economical ratio of commercial and self insurance, and to provide all 
evidence supporting its decisions. If this evidence can be provided at the time of 
NTPC’s rebuttal evidence, it would be possible to reflect cost decreases in this 
test period. [Page 54] 
 
… Decisions with respect to reduction in limits or increased levels of self-
insurance would, however, pose a significant risk to the organization. NTPC’s 
ability to operate as a going concern would be impacted without dramatic 
increase in revenue to offset uninsured loss. This would particularly be the case if 
multiple losses were to occur in a policy period. [TGC NTPC 11a) iv)]  
 
 
Requests: 
 
a) With respect to the recommendation that the Board direct NTPC to propose a 

solution that results in the most economical ratio of commercial and self 
insurance, would it be helpful to understand the risk factors considered and 
the process steps adopted by NTPC’s risk managers to arrive at their view of 
the optimal split of commercial to self insurance? Does Mr. Madsen have the 
above information to comment on the reasonableness of NTPC’s internal 
process for optimizing the split between commercial and self insurance? 

 
b) Should the apparent declining trend in NTPC’s revenues as well as the 

increase in the frequency and severity of risk events caused by climate 
change be factors that need to be recognized in determining the optimal split 
between commercial and self insurance. 

 
c) Is it the view of Mr. Madsen that an analysis comparable to Attachment 3 

should be provided by NTPC to demonstrate the optimal split between 
commercial and self insurance?  

 
d) With reference to Table 13, please indicate whether any comparisons of 

insurance ratios relative to gross property were made for other Northern 
Utilities with comparable risk profiles to NTPC. If possible, please provide 
such ratios. 
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