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BACKGROUND

‘NPC began operation April 1, 2001, renamed QEC on
March 31, 2003

*QEC’s sales rates referred to URRC by Minister

*QEC’s initial General Rate Application was made to
URRC in 2004

‘Following URRC’s January 2005 report, the Minister
requested QEC to obtain independent assessment of
URRC’s recommended reports

*CMC’s review recommended QEC conduct seven
studies with the External Review being assigned the
highest priority b

«CMC awarded External Revi-ew of QEC in late
September, 2005



STUDY METHODOLOGY

CMC commenced data assembly and review in
September 2005

Additional Information Requests (IRs) were developed
throughout the study, commencing October 2005.
Responses to some IRs were slow, for many reasons

CMC individuals visited Igaluit and met with Study
Team, QEC Staff and some Stakeholders

sInterviews conducted with Stakeholders in Igaluit,
Winnipeg and Toronto and by telephone conference call

~ *Study results presented in summary form to Study 59
Team, QEC Board of Directors, January 24, 2006 M

—

‘Final Draft Report expected by February 1, 2006



TERMS OF REFERENCE

Conduct multi-disciplinary external review of QEC

‘Review Operations and Management Activities with
Objective of Streamlining Power Corporation into well
run utility, regaining confidence of its customers and
stakeholders

-Identlfy and recommend potentlal proven busmess
' policies and pra lces to -“- nt and en |
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TERMS OF REFERENCE (continued)

*Present finding and recommendations in draft form to
Study Team

‘Prepare and present Final Draft Report

‘Incorporate agreed to changes in a Final Report to
Study Team



STUDY PRINCIPLES

*All reviews, assessments and recommendations must
be-independent

*Opportunities for improvement must be based on sound
and proven industry practices and policies

‘ldentified opportunity improvements must identify
business related decisions that are beyond the control of
QEC



STUDY PRINCIPLES (Continued)

‘ldentified opportunity improvements must also

recognize the relative size, revenue, age and maturity
of QEC

‘ldentified opportunity improvements must also
recognize the complexity of QEC - business structure,
geographic structure, corporate and employee culture,
regulatory environment and issues of volatility



~ Mission Staten?ent

CORPORATE STRATEGY
Missions, Goals, Objectives

Agree with Corporate Vision Statemenl and logic ut|I| :
In its development

ey

) i

*Include the effective and efficient man%ge ent of TL
personnel as an addltlonal objectlve in orp i



CORPORATE STRATEGY
Stakeholder Expectations

Stakeholders represent a wide range of interest -
government, institutions, employees, executive, business
and individuals

Customer Survey results indicate that the responses most
often reflect the knowledge of the individual

‘Majority of Stakeholders indicate QEC’s operations have
shown improvement over the past two years

Areas that need improvement were ldentlfled with the
expectation that these would be addressed over tlmewh s
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CORPORATE STRATEGY

Stakeholder Expectations (Continued)

Major issues requiring improvement:
‘budgetary controls
scapital planning process
sorganizational structure
‘personnel retention and training
‘openness, transparency of operations
consultation with.stakeholders
caccuracy of information and response time
*billing @accuracy
system reliability
senergy conservation programs
-cost based rates
powers of URRC
emergency planning
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CORPORATE STRATEGY
ORGANIZATIONAL STRUCTURE

eRecommend changes to Administrative and Executive
Structure so that only 4-5 managers report to CEO,
with Corporate Secretary and Executive being line
positions

eCurrent Engineering Organization is reasonable



CORPORATE STRATEGY
SHORT & LONG-TERM PLANNING
CYCLES

‘Both short and long-term planning are deficient

*QEC should continue to develop short-term three to
five year plan and a ten year long-term plan, and
should give this a high priority

Short and long-term plans must fall within the
_strategic plan to be developed in conjunction with a
Nunavut Energy*Policy incorporating long-term GN
energy goals and objectives



REGULATION & REGULATORY COMPLIANCE
REPORTING REQUIREMENTS

eURRC - Only for review of new and/or proposed changes
respecting rates and tariffs upon referral by minister

eMinister/GN Annual Report for preceding fiscal year

eMinister/GN approval for capital projects greater than $5
million

«=_.sMinister/GN.3 year business.plan, ilgg_g-igmgrg*,ﬂ
—supply plan and annual operating and capital budgets,
their implementation and variances

=, - - = J
= —, -
t-‘i; - -.-_.__ .__- = .
- _-- ' a -ﬂ"_'- i — -l

= -



REGULATION & REGULATORY COMPLIANCE
REPORTING REQUIREMENTS (Continued)

eMinister/GN annual rates and subsidies summary

eDetails respecting annual Auditor’s Report

a—'

oResponses to Mini

E rLe*tte:if Expectati

oAgrguemth cufrent reporting requirements, give
and revenues of QEC
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REGULATION & REGULATORY COMPLIANCE
CUSTOMER EXPECTATIONS

*Greater transparency, accuracy and response time for
information respecting rate applications

‘More customer consultation prior to making rate |
applications | |

ngmnce fo Inte rvenor funding
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REGULATION & REGULATORY COMPLIANCE
CUSTOMER EXPECTATIONS (Continued)

‘Disallowance of Capital Funding Rate Rider

Suggest matter of Intervenor funding rests with GN, but:
any allowance must be able to be recovered by QEC |
through rates _—— | |
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REGULATION AND REGULATORY COMPLIANCE
URRC EXPECTATIONS ..+~

¥
|

eFuture GRAs will be more accurate, timely and, ,lpetalled
than the 2004 GRA .

ePrior to future rate application better communication will
be held with customers, for both ger}eral rate, increases qgg_

any Prog ﬁ_‘d rate rebalancmg ‘1 |
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REGULATION & REGULATORY COMPLIANCE
URRC EXPECTATIONS (Continued)

eResponses to URRC required reports pursuant to 2005
URRC Report to Minister

QEC will fully discharge its onus of providing timely and
te information

= |



REGULATION AND REGULATORY COMPLIANCE
RATE SETTING PROCESS

eMost significant barrier to meaningful process, for QEC,
URRC and stakeholders is the 90 day limit from filing of
applications to issuance of report to Minister

eAcguracy, transparency, consistency in information,
andif_f:esponse time are also vital to the success of the
process

a t’lf?r,ééahshould become less adversarial and should
include a Negotiated Settlement Option



REGULATION AND REGULATORY COMPLIANCE
RATE SETTING PROCESS (Continued)

eRate design must insure that the structure and the
individual rates recover an approved revenue
r.ﬁmenss and reasonable customer cost allocation,




GOVERNMENT AND QEC POLICIES &
PROCEDURES - QEC PARTICIPATION AND IMPACT
ENERGY PoOLICY

eMinisterial letter of Expectations references a GN
Energy Strategy

eAs the major player with the necessary skills in the
energy field, QEC to assume lead role in the
development of the strategy

oAs the leader it is only fair to QEC and its customers
that QEC“be‘reimbursed for its time and expenses
incurred on this strategy development



GOVERNMENT AND QEC POLICIES & PROCEDURES
GOVERNMENT ENERGY POLICY

eGN currently does not have a formal energy
policy
¢QEC directed to develop a Nunavut Formal

Energy policy, encompassing GN broad
guidelines

eThis should be completed during the next fiscal
period 2006/07



GOVERNMENT AND QEC POLICIES &
PROCEDURES

GOVERNMENT INFRASTRUCTURE POLICY

*GN currently does not have an overall infrastructure
policy

--==+GN does have a five year capital pla
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G}VERNMENT AND QEC POLICIES & PROCEDURES
' QEC POLICIES AND PROCEDURES

¢QEC has very few formal policies and procedures in
place

eFormal policies and procedures that are in place are
outdated

eFormal policies and procedures are necessary to
i '}e[rsure-ihat srmi’tat issues.are handled in a similar
s"ﬁlo,n across‘all QEC functional areas

_‘sRequire policies and procedures to be developed
and formalized
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GOVERNMENT AND QEC POLICIES & PROCEDU
GN AS CUSTOMER

*GN should be treated in the same manner as any other
customer |

N sl?puld be required to pay for its fully alloc

ice’ -
.othw,

*Rates and degree of sub i " ; clearly shown

_ as a custo




GOVERNMENT AND QEC POLICIES & PROCEDURES
GN AS A SHAREHOLDER

*GN is QEC’s sole shareholder

*GN should continue to develop policies and QEC should be
granted the authority and autonomy to implement the policies

*QEC must bear the responsibility for the success or failure
of their implementation

*GN should continue to borrow funds on behalf of QEC, and
QEC should be required to pay a “guarantee fee”to
Jsecognize the more favourable rates due to the borrowing

‘power of GN
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:.g- QEC POLICIES & PROCEDURES

Xplore means of financing major capital projects that
beyond GN’s borrowing limits in the short term

”il n.on Rate Base, or Net Income, over
3¢ ﬂ ﬂ service to be used to fund a




PERFORMANCE MEASUREMENT & BENCHMARKING
PEER GROUP DEFINITION (Continued)

‘Peer Groups for comparative purposes are limited, as QEC
is the only utility in a similar environment that currently
relies entirely on diesel generation

QEC’s service area covers a large and harsh geographic
area

— |

-Customer density has a'wide range overthe25 -
- communities and each community is mdependent of others

respecting: g%ra %d dlstrlbuti:en = -
gl N

-GN mandated poI|C|es |mpact cost‘ o_tsewwé o 7 b
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PERFORMANCE MEASUREMENT & BENCHMARKING
PEER GROUP DEFINITION (Continued)

‘Limited window for relatively inexpensive supply/delivery
and construction activity

Conclusion, after reviewing similar utilities — Yukon,
Northwest Territories, Alaska, Newfoundland and Labrador,
is thatiNTPC and NF & L should be defined as the two peer

groups

‘Recognize that there are nonetheless, significant
operational and policy differences between QEC and the
two identified peer groups

i |
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PERFORMANCE MEASUREMENT &
BENCHMARKING
PRELIMINARY PERFORMANCE COMPARISONS

‘Performance measures should be used in five major
areas- Finance, Operations System Safety, Operations
System Reliability, Operational Plant Efficiency and
Customer Service

. Data is either not available or not available in required
format to properly compare QEC’s performance in all
five areas at this time

_" *Financial Key Performance Measures should include
Return on Equity (%), Debt to Capital Ratio, Interest
1 Covg;age Ratio, and Controllable Cost ($/Kwh)



PERFORMANCE MEASUREMENT &
BENCHMARKING

PRELIMINARY PERFORMANCE COMPARISONS
(Continued)

‘Operational System Safety Key Performance Measures
should include Accident Frequency Rate, Accident
Severity Rate, and Number of High-Risk Accidents

. *Operational System Reliability Key Performance
Measures should include number and cause of planned
and unplanned Outages, related outage hours and

| duration of each outage



PERFORMANCE MEASUREMENT & BENCHMARKING

PRELIMINARY PERFORMANCE COMPARISONS
(Continued)

Operational Plant Efficiency Key Performance Measures
should include Cost of fuel/Kwh generated, and Cost of
fuel/Kwh sold, Controllable cost per Kwh generated, and
Controllable Distribution cost per kilometer of Distribution
line



ﬂ PERFORMANCE MEASUREMENT &
BENCHMARKING

. 1!1 ESTABLISHING PERFORMANCE TARGETS

| elnitial Key indicators will serve as the Benchmarks for
. QEC performance measures

3 | eTargets for each of the key indicators should be
* developed for the short-term (5 years) beyond

A leTargets may cha'nge as circumstance dictates



PERFORMANCE MEASUREMENT &
BENCHMARKING

REPORTING PERFORMANCE MEASUREMENT

ePerformance Measurements should be included in the
annual report

ePerformance Measurement Report should include
changes from prior fiscal periods to illustrate trends

ePerformance Measures Report:should mclude updated
'comparatlve data for Peer Groups

oPerformance Measure Reports should highlight any

special or unique circumstances, from year to year, that. ;-

have influenced any measurements for a particular
period



PERFORMANCE MEASUREMENT & BENCHMARKING
CONTINUOUS IMPROVEMENT

eOperations will improve as measurements approach and
then meet the targets originally established

eTargets may be revised from year to year to ensure they
__are achievable, as the utility evolves or as circumstances
cha -
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PERFORMANCE MEASUREMENT &
BENCHMARKING

CONTINUOUS IMPROVEMENT (Continued)

eBenchmark results sho u_Id be used to identify, quantify
and prioritize improvement opportunities offering the
___greatest potential retur
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EXECUTIVE FUNCTIONS
PRESIDENT AND CHIEF EXECUTIVE OFFICER

eCurrently has a large number of Directors/Managers
in a direct reporting relationship |

eThis may be reasonable in the very short-term given
QEC’s age and the recent appointment of the ClE :l! ['E

i
eIn the long-term, we have recommended ($e '—I
Resources Section) an organizational structure with
fewer Directors reportlng _to the EQO, allowing the CEO‘ﬁ

"3

: estabj|$mng, )




EXECUTIVE FUNCTIONS
SENIOR MANAGEMENT FUNCTIONS

eMeetings were held with senior personnel in the
IT, Finance, and Human Resources functional
areas

eSenior managers in the above functional area
& _appear competent and are performlng weII =




EXECUTIVE FUNCTIONS
BOARD FUNCTION & SUPPORT

ePersonal interviews were held with the CEO, a
Board Member and a telephone conversation with
Board Chair Merkosak

eThe 9 members currently on the Board have varied
backgrounds and provide a high degree and wide
variety of experience directly related to QEC
functions, goals and objectives

¢QEC has shown significant improvement and
attained a reasonable measure of stability over pst
year or two
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EXECUTIVE FUNCTIONS
BOARD FUNCTION & SUPPORYT (continued)

eBoard members are given appropriate and
comprehensive orientation sessions

eWe recommend that the GN establish staggered
terms for Directors at the earliest opportunity to
ensure a degree of continuity

eWe also recommend that , given recent
developments and concerns in respect of Corporate
Governance, a Director’s Manual outlining duties and
responsibilities be developed



EXECUTIVE FUNCTIONS - LEGAL SERVICES

olt is the normal practice for utilities of a size comparable
to QEC to retain legal counsel on a retainer/fee for
service basis rather than having legal counsel on staff

eWhile we would recommend that QEC asses this option,
““we recognize that issues peculiar to QEC, such as benefit™

.

carrier negotiation, employee grlegances labor. T e
- negotiations, land rights.and other matters may‘dlctate

that m-hous%nsel |§ approprlatq.tor QEC
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EXECUTIVE FUNCTIONS - INTERNAL AUDIT
]

eThe internal audit function is particularly important to
QEC "

eThe internal auditor’s report can mitigate some
stakeholde; concerns asr prewously outlined
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EXECUTIVE FUNCTIONS
COMMUNICATION

Effective internal communication within QEC and
external communication with stakeholders is especially
important, given the unique structure: - 2 principal
offices, 3 regional centres, and 25 wide spread service

dareas




EXECUTIVE FUNCTIONS
COMMUNICATION (Continued)

‘While stakeholders, including customers, have
expressed concerns with regard to consultation,
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CUSTOMER SERVICES FUNCTION
CUSTOMER RELATIONS MANAGEMENT

*QEC has recently put into place a 1 - 800 number
publicized on its bills and web site to encourage
centralized collection of customer complaints

s are related to.b ||| 3

- — b'fi

eMost customer co| n plai
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Customer Services Function

Terms and Conditions of Service

¢QEC’s Terms and Conditions of Service Delivery are
consistent with those in common use for other utilities ;
v ;
eUse of load limiters is a fair manner of dealing with
delinquent customers in winter
e 'i_'_-.t:.'-_-" v Ly - - ._1:-:
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Customer Service Function
Billing Process

eMeter Read Sheets Prepared for each Customer
eOperator/Assistant Read Meters — Fax to Baker
eComputer identifies Unreasonable Readings - Rereads

=
1&Billﬂ§jﬁd to Customers

eMost Complaints from Stakeholders and Customers —
Billing Errors and Timeliness



Customer Service Function
Billing Process (Continued)

eConcerns Usually Unfounded — Explained and
Resolved

eComplaints Reduced - New Billing Software

oFUﬁher Efforts'Required to Bill on Timely Basis and
Iﬁe ce Errors/Complaints

-—

oReV|ew should Catalogue Error Type and Cause by
Community



Customer Services Function
Collection Process

eCollection Responsibility Rests with 3 Regional Offices

oCust_es Make Payments One of Five Ways

gary, Lengthy




HUMAN RESOURCES FUNCTION
STAFFING LEVELS & REQUIREMENTS

Recruitment Process And Inuit Employment

*QEC should benchmark staffing levels with similar
Companies

o ?Develop an employment strategy document

Increase labour relations staff

: ; BT :
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v Qu&m&gggqup;{e.crwtment proces_s: establlsh% ; 5
~descriptions for all positions, and use additional

job

behavior based interview questions




HUMAN RESOURCES FUNCTION
STAFFING LEVELS & REQUIREMENTS

Recruitment Process And Inuit Employment
(Continued)

/Annually track EFT changes and staff turnover

-;Complete the 2005-2010 Inuit Employment Plan including
specific annual initiatives with goals, measures and
fargets _thait_.lq:re delegated to each Director level
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HUMAN RESOURCES FUNCTION
SKILL LEVELS & REQUIREMENTS

Training Requirements

eDevelop a specific annual agreement with each mentor
and mentee that encompasses current and required sKkill

level or knowledge, specific activities, experience or
learning outcomes




HUMAN RESOURCES FUNCTION
SKILL LEVELS & REQUIREMENTS

Training Requirements (Continued)

‘Develop or purchase a Corporate Training Record
Keeping system to centralize tracking of training activity
and correlate with current financial system training
expenditures

Maximize distance learning and computer-based
instruction to compensate for high travel and
accommodation costs



HUMAN RESOURCES FUNCTION
COMPENSATION AND CLASSIFICATION

eDevelop and document a corporate compensation
philosophy and a corporate benefit strategy

eEstablish a job evaluation system

eReinstate an incentive compensation scheme for senior
positions - review overtime policy

eTrack year to year benefit cost changes

eBenchmark total compensation levels with similar
companies

eContinue to use third party to negotiate premiums/charges
with benefit carriers



HUMAN RESOURCES FUNCTION
EMPLOYEE HOUSING

Maintain current employee housing policy and r
annually v
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HUMAN RESOURCES FUNCTION
STRATEGIC ALIGNMENT

eSenior management team should participate in a goal
setting exercise to set specific goals, measures, targets
and strategic actions into current Corporate Plan

eEach Director should be responsible for the development

“of a Business Plan th,at,ANlIl com I wM&g{lﬁ' fdﬁ@

the Company 2005/06 6Q|=m§ ;
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HUMAN RESOURCES FUNCTION
OTHER MATTERS

¢QEC should establish a payroll continuity plan

¢QEC should complete documentation of all HR
policies and Procedures

¢QEC should implement activities to build better
relationships with the union

¢QEC should develop an employee communication
plan

¢QEC should investigate the viability of electronic
meeting technology

¢QEC should identify any opportunities for sharing
resources and/or competencies with NTPC



FINANCIAL FUNCTION
OPERATIONS AND MAINTENANCE BUDGETING

eEvaluation and Stakeholder survey responses
indicate that there is a problem with the current
financial system and process with respect to budgets

¢QEC should enhance the budget system to provide
timely and accurate information

| j!-oNecessary information should be readyavailable to
iﬁersonnﬂmﬂhm a‘reasonable amount of time and
effort



FINANCIAL FUNCTION
CAPITAL EXPENDITURE BUDGETING

¢QEC should develop an integrated forecast that
combines the details of its operating forecasts with
the results of its capital spending estimates

eThis forecast must include the underlying financial
strategies of QEC that should be formally agreed to by
the Board of QEC and Stakeholders

*QEC should enhance the current budgetary and
financial system to accommodate the informational
needs of all stakeholders



FINANCIAL FUNCTION
CAPITAL EXPENDITURE BUDGETING (Continued)

e

eAs a standard procedure, QEC should document
actual and budget variances for all completed capital
“projects

r i g -
‘ess the mgmﬂcant.ﬂd‘llars required for major
capltal oroje s _—



FINANCIAL FUNCTION - REVENUE AND
EXPENDITURE MANAGEMENT, PURCHASING,
PAYABLES AND RECEIVABLES

eGN should assess whether there could be cost
savings by reading meters every two months, with
estimates for the other month

-;b@ng error rates and include the |
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FINANCIAL FUNCTION - REVENUE AND
EXPENDITURE MANAGEMENT, PURCHASING,
PAYABLES AND RECEIVABLES (Continued)

¢QEC should incorporate options in future network
expansion plans for printing and distributing meter
re_ad sheets, reports and bills

oé_QEC should assess, as part of the proposed Risk
" {Management Review, and in conjunction with PPD
o thether financial instruments may be useful on

reducing short-term risk related to diesel fuel



FINANCIAL FUNCTION - CURRENT AND FUTURE
BORROWING, MANAGEMENT OF REAL PROPERTY
AND LEASES

¢QEC must continue to pursue its strategy of

obtalnlng approval for rates that are justifiable and
ié‘-?_-u -(. i'fort s'penatlonal needs and contribute towards
H“ ; ta'hreq:u‘re ants q”_‘_w:_:_*___r___ T
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FINANCIAL FUNCTION - CURRENT AND FUTURE
BORROWING, MANAGEMENT OF REAL
PROPERTY AND LEASES (continued)

oAII future acquisition of property through ownership




FINANCIAL FUNCTION
STRATEGIC ALIGNMENT

¢QEC should develop a concise and meaningful
Finance Division business plan that:

eLinks to the Corporate Plan

~eEstablishes associated measures to evaluate
success

eSupports Senior Management



Y
FINANCIAL FUNCTION -CASH FLOW N
FORECASTING, FINANCIAL REPORTING AND
VARIANCE REPORTING )

*GN must assess whether its continued involvement with'
the financial needs of QEC is prudent, as this makes it
difficult for GN to manage its true requirements effectively
causes.a. rafe struct_' Thahs—not transparent 3
FL_%_‘_T' - o i
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FINANCIAL FUNCTION -CASH FLOW
FORECASTING, FINANCIAL REPORTING AND
VARIANCE REPORTING (Continued)

¢QEC must improve its current systems and processes to
ensure that financial information can be delivered in a
timely and accurate manner, including adherence to the
Financial Administration Act

-sQEC-should review and improve its current variance and
analysis systems so s to report variances at all levels and

between fiscal periods



OPERATIONS AND OPERATING STRATEGY
SAFETY

¢QEC considers safety to be a first priority and has a
comprehensive safety training program and actively
promotes safety awareness

¢QEC has health and safety committees in place to
monitor and review employee concerns and investigate

-———Safety-issues

-




OPERATIONS AND OPERATING STRATEGY
SAFETY (Continued)

¢QEC safety record indicate a high standard of industrial
safety

¢QEC should formally adopt, and compare with peer

- groups, key safety indicators common to the industry,
namely Accident frequency rate, Accident severlty rate
-and Number of high-risk acecidents™ '
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OPERATIONS AND OPERATING STRATEGY
RELIABILITY

eSystem reliability is of paramount importance,
particularly during severe winter weather when
communities are totally dependent of a supply of power

eMost recent statistics indicate that for the 2 year period
to Marech 31, 2005 reliability was 99.86%

sEXpenditures to achieve 100% reliability are subject to
diminishing returns, but operating circumstances dictate
that QEC strive to achieve the greatest possible reliability

o¢QEC should record reliability statistics on a seasonal
basis and compare results to similar utilities



OPERATIONS AND OPERATING STRATEGY
EFFICIENCY

¢QEC recognizes the need to improve the efficiency of
diesel generator facilities, due to the high landed cost of
fuel, prioritizing efficiency only second to safety

e«QEC should continue with its program of installing
i Programmable Logic Controllers to achieve most
economic fuel consumption

]
'



OPERATIONS AND OPERATING STRATEGY
EFFICIENCY (Continued)

¢QEC should continue, where practical, to recover the
heat dissipated by diesel generators and to use it for
heating offices and other buildings

eFuture diesel generator designs should incorporate
heat recovery systems

eL_ocation of new diesel generators should be optimized
by considering heat recovery for heating buildings
T A o ’ Modea o oy



ﬂ OPERATIONS AND OPERATING STRATEGY
i GENERATION ASSET MANAGEMENT

H eGenerator size and capacity at each location is
lﬁ designed for the engines to operate at 90% of rated
? load, enabling peak efficiency operation

ks ¥

Fe=

| eGenerators are sized to enable plant to maintain

+ 110% peak load capability with the largest unit out of
| _service

s oA rigorous maln;enange sohedule is-in place to
“lact @Ve this———

g T >
S e
rE—.E—:rl-II..-'d:ﬁ i

g «Engines are scheduled to be changed after 20 years
or 100,000 hours of service.
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OPERATIONS AND OPERATING STRATEGY
GENERATION ASSET MANAGEMENT (Continued)

eUse of PLC’s enabling remote switching of engines
enables generators to operate as close as possible to

peak fuel efficiency

__eBudgets are prioritized by Safety, Rellablhty and

Eff|C|ency categories- - ST | el enN— ——
AT B H#ﬂr " T et sl
- | i
= ¢Pr01ects outS|de of these three catégbmgm_‘_
have ind W cas:ehﬂalysm for e :“; |
justification ™+ - & e Y P P
e i ';:"'_{ j‘;ﬁ'ﬁ:'ﬂi‘ £ '



OPERATIONS AND OPERATING STRATEGY
DISTRIBUTION ASSET MANAGEMENT

eDistribution systems are most vulnerable during extreme
winter conditions N

eAvailability of distribution parts — transformers, wood
___polesj con¢ uctors switching devices, etc. is of
paramount import ce nd sh uld be stored locall
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OPERATIONS AND OPERATING STRATEGY
RISK MANAGEMENT

. w -
e MR

H
!ﬁ eQEC views operational risk management as the proper
yschedullng and maintenance for all sites, as

“circumstances and manpower availability dictate

sQEC should continue the periodic review of scheduled
“‘maintenance and mspectlon procedures to minimize

i perational Flsk#.r i S A

:;:_’_ F“‘;.-- . --".p*:“,,r " = ; =
_‘, am e L' i 1=
QEC‘sh'oCﬁd conS|der the assessment of risk from a
~financial and consequences to communities

‘ erspective. -




OPERATIONS AND OPERATING STRATEGY - FUEL
SUPPLY AND STORAGE

eGN, through PPD, is responsible for fuel purchase and
supply

eQEC provides PPD with estimate of fuel requirements

based on load forecasts including allowances for growth

. »and purchases fuel from PPD elther in bulk for stor
ona re-sugply b | :

T [ L Ll

-Qﬁgﬁconjunctlon \An.ﬂq..PPD should assess i

instruments could re duce short-term risk rela
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OPERATIONS AND OPERATING STRATEGY
EMERGENCY PLANNING AND CAPABILITY

¢QEC has developeda detailed set of “PowerPlant
Emergency-Plans™ for-each of the Communities in a
similarformat .

ePlans list and define the roles and responsibilities of
,__'}__individuals in the event of power supply emergency



OPERATIONS AND OPERATING STRATEGY

EMERGENCY PLANNING AND CAPABILITY
(Continued)

ePlans alsojoutline procedures for updating on a monthly
basis Qo

ePlans appear to be deficient in that they do not contain
_any g ideli es for respo se to particular emergencies,
nor for procedures for ordinat_i_n w'th_ the Hamlet’:
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. "’ N e bt Sy 1": |-i =
L :-.F ey _'... R e
i i S 1 e B~ T ‘1 |- -
-“'ﬂE?.___i __.;,.

-' .
2y ot o —_— —. ml_t -
| BB 4

K
- |



INFORMATION SYSTEMS FUNCTION
CURRENT STATUS

¢QEC has fundamental systems in place to support utility
operations

eOperations covered include billing, financial, human
resources support system, satellite network infrastructure

a_,p,c_l,usuppartmg productlwty software emuandﬂtexnaj,_
WEbSIte "‘__-r' i D e ' "“"=="1|i=£ , $
"'“F' . -,‘

"‘o‘lntegratlon be:tween systems is I|mlfgd m.'-.t,,, |
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INFORMATION SYSTEMS FUNCTION
CURRENT STATUS (Continued)

eSystems are in place and almost operations for
management of Information Technology

eQEC has developed a draft Disaster Recovery Plan

¢QEC manages priorities and the strategic alignment of

_its IT_Systems Department in conjunction with Director of
Operations and Informatlon Technology and business
_stakeholders |
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INFORMATION SYSTEMS FUNCTION
ASSESSMENT

¢QEC has demonstrated excellence in implementing key
information systems and supporting infrastructure in a
short time especially given its limited resources and
significant geographic considerations

elt is only because of the advanced state of existing
_ __.Information Technology systems and infrastructure that
| many recommendations listed herein are feasible

__-QEC has properly focused its’ resources on correct e
areas since its- mceptlon |
QEC is nch begln ’fmer-pomt :
enhancements that are ::eflectlve of the dgpartment”
growth in operational maturity = et T F

=k



INFORMATION SYSTEMS FUNCTION
RECOMMENDATIONS

ensuring concerns expressed by stakeholders are -

eThe two high priority recommendatio{-s focus on
iImmediately addressed |

eIncreased business involvement in thje ITI partment’
strategic, quality assurance and prlorlty-s ‘
process J

«Finalization of the Disaster Recoveryrla
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~ fall into nlne gpneral categories

INFORMATION SYSTEMS FUNCTION
RECOMMENDATIONS (Continued)

eMedium and low priority recommendation for each
specific major activity may be addressed over ext
times periods. .‘: |

n |

M
Medium and low priority recommendations ”}J y it
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ENGINEERING FUNCTION
CAPITAL PLANNING PROCESS

eCapital projects are prioritized as to Health and
Safety, Capacity an Reliability, Efficiency, and Other
(Nice to have)

¢QEC has recently developed a 2005/06 to 2009/10
Capital Plan

[ = rAEE ——— = S,
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ENGINEERING FUNCTION
CAPITAL PLANNING PROCESS (continued)

¢QEC has made excellent progress in providing for
long-term planning

¢QEC should continue with and extend its planning
cycle, and continue with its asset management
inventory and software acquisition

eQEC 'should ensuresthat generation criteria, and
applicable codes and standards are met for each
community

¢QEC should consult with stakeholders prior to
embarking on major capital projects



ENGINEERING FUNCTION
TENDER MANAGEMENT

eBecause of QEC’s relatively small engineering staff,
most new larger capital projects are assigned to
outside consultants

:E] e "-- ll- ™ ;—‘-

*“

.r EC has agontract and Tendering Document to
§‘St Staff In t e e

nent of the tendering
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ENGINEERING FUNCTION
TENDER MANAGEMENT (Continued)

eConsequently Project Planning, including design,
preparation of tender documents, tendering and
award of contact are critical to the success of a
project

¢QEC should provide greater detail respecting
authorities, responsibilities and procedures in its
Contract and Tendering Document

¢QEC should develop a generic set of “General
Conditions of Contract”



ENGINEERING FUNCTION
PROJECT MANAGEMENT

¢QEC utilizes an in-house desighed management
system to track projects, but is considering using
Project 2000 software

¢QEC’s Administration of Contract document defines
procedures for administration of construction projects

¢QEC’s General Project Information document is used
to provide and track all project information and
Issuance change orders



ENGINEERING FUNCTION
PROJECT MANAGEMENT (Continued)

eQEC has procedures in place to monitor and control
project costs and schedules

¢QEC should refine its various Project Management
documents to more clearly define individual
responsibilities so as to provide for clearer project
management



ENGINEERING FUNCTION
~ - GENERATION ALTERNATIVES & APPROACH

olt is impract_ical to consider an electric power grid for
Nunavut, and generation must be community specific

for generation,
'ge communities, a

sults of
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ENGINEERING FUNCTION

GENERATION ALTERNATIVES & APPROACH
(Continued)

eAlthough rich in natural resources, significant
alternative energy developments will depend on
economics and the pace of natural resource
development

¢QEC should continue to investigate the potential for
hydro power development for large communities, and
to further explore other alternative to decrease
reliance on diesel generation
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ENGINEERING FUNCTION
ENGINEERING INFORMATION & ACCESS

¢QEC maintains record of load forecast, peak loads,
and capacity for each _generation station

¢QEC also maintains records of all applicable codes
and standards, and maintain and update as-built
drawings |
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ENGINEERING FUNCTION
PROFESSIONAL CERTIFICATION

*QEC should consider the merits of retaining one
additional fully qualified Engineer to ensure continuity of
certification

*QEC now has a fully qualified Engineer on stall and the
Englneerln g Department |s in full compllance W|th the
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DEMAND SIDE MANAGEMENT
CURRENT STATUS

oVery little effort spent to date on this issue

eNo dedicated QEC Staff

eNunavut Energy Centre (“NEC”) recently established
oNEC is to be operational very shortly

eNEC is responsible to VP of QEC

eFunded by QEC and Federal Government

eNEC is to be responsible for QEC DSM



DEMAND SIDE MANAGEMENT
ASSESSMENT

eDSM must be site specific, as there is no
distribution grid

eDSM opportunities are limited, due to cutomer
type

oStreet lighting, as well as household lighting and
efficient shower heads can be part of DSM
program

eEnergy efficient furnace motors may be of
limited value for DSM



DEMAND SIDE MANAGEMENT
RECOMMENDATIONS

eDevelop clear understanding and generate
policies respecting operating roles and resource
responsibilities of QEC, NEC, GN and other parties

elnventory street lights and develop program to
convert to HP Sodium and housing stock and

conduct energy audits
lm S

—— -|.——|r P

- isehold lighting to energy efficient. ¥
"g:s.‘ﬂgrescent and shower heads to low use, energy

efficient.




DEMAND SIDE MANAGEMENT
RECOMMENDATIONS (Continued)

eReview housing standards related to insulation
levels

eDevelop and publicize policies and programs to
educate consumers

| F eDevelop and implement monitoring program to
;- o'\ determine success of DSM Program —'Lighting,
_ 1 efﬁmé#l‘!"mmors showerheads, and retrofit



SUMMARY OF KEY RECOMMENDATIONS
Corporate Strateqgy

‘Develop more comprehensive liaison with URRC so
that QEC’s needs are better understood

Consider more frequent GRA Applications to ensure
financial sustainability will be maintained

‘Revise Mission Statement to include effective
management of personnel as an additional objective

Create and implement a stakeholder consultation
forum in order to effectively transfer operations,
financial and capital information and policy



SUVMMARY OF KEY RECOMMENDATIONS

Corporate Strateqy (Continued)

Amend Organization Structure so that only 4 to 5
managers report to CEO, with Corporate Secretary
and Executive Secretary being line positions

‘Recommend refinement to Operations,
Maintenance and Operations I/T organizations
reflecting geographic diversity

*QEC should continue to develop short-term 3 to 5
year plan and a ten year long-term plan, and should
give this a high priority



SUMMARY OF KEY RECOMMENDATIONS

Corporate Strateqy (Continued)

Short and long-term plans must fall within the
strategic plan to be developed in conjunction with a
Nunavut Energy Policy incorporating long-term GN
energy goals and objectives



SUMMARY OF KEY RECOMMENDATIONS
Regulation & Requlatory Compliance

‘Recommend a clear delineation of URRC/Minister/GN
reporting requirement, with stakeholder input

Greater transparency, accuracy and response time
for information respecting rate applications

‘More community consultation prior to making rate
applications

*Given the current financial status, combined with the
capital requirements of QEC, rate relief is critical



SUMMARY OF KEY RECOMMENDATIONS

Regulation & Requlatory Compliance (Continued)

Accuracy, transparency, consistency in information
and response time are also vital to the success of the
process

‘Process should become less adversarial and should
include a Negotiated Settlement Option



SUMMARY OF KEY RECOMMENDATIONS

GN and QEC Policies & Procedures (Continued)

‘Require policies and procedures to be developed
and formalized

‘Rates and degree of subsidies should be clearly
shown and transparent on customer bills

*GN should continue to develop policies and QEC
should be granted the authority and autonomy to
implement the policies

QEC must bear the responsibility for the success or
failure of their implementation



SUMMARY OF KEY RECOMMENDATIONS

GN and QEC Policies & Procedures (Continued)

*GN should continue to borrow funds on behalf of
QEC, and QEC should be required to pay a
‘guarantee fee’ to recognize the more favourable
rates due to the borrowing power of GN

*GN should continue to work with the Federal
Government to explore means of financing major
capital projects that may be beyond GN’s borrowing
capacity in the short term



SUMMARY OF KEY RECOMMENDATIONS

GN and QEC Policies & Procedures (continued)

*Over the long-term, QEC should be allowed to
implement a rate structure that recovers a revenue
requirement that would include a return on Rate
Base, or Net Income, over and above direct cost of
service to be used to fund a portion of a capital
program



SUMMARY OF KEY RECOMMENDATIONS

Performance Measurement & Benchmarking

Targets for key indicators should be developed for
the short-term (5 years) and beyond

*Targets should be developed, based on industry
norms, but must recognize the unique operating
circumstances of QEC, and must also isolate costs
that are beyond the control of QEC



SUMMARY OF KEY RECOMMENDATIONS

Customer Service Function

*QEC design and implement a customer complaint
handling system to track complaints and their
resolution

*QEC increase its efforts to ensure timely issuance of
accurate bills



SUMMARY OF KEY RECOMMENDATIONS

Human Resources Function

*QEC should complete documentation of all HR policies
and Procedures

*QEC should implement activities to build better
relationships with the union

*QEC should develop an employee communication plan

Maximize distance learning and computer-based
instruction to compensate for high travel and
accommodation costs

‘Reinstate an incentive compensation scheme for senior
positions - review over time policy



SUMMARY OF KEY RECOMMENDATIONS

Financial Function

*QEC should enhance the budget system to provide
timely and accurate information across all functions
of the Corporation rather than just at the corporate
level

*QEC should develop an integrated forecast that
combines the details of its operation forecasts with
the results of its capital spending estimates

QEC must improve its current systems and
processes to ensure that financial information can be
delivered in a timely and accurate manner, including
adherence to the Financial Administration Act



SUMMARY OF KEY RECOMMENDATIONS

Financial Function (Continued)

QEC must review its current systems and processes
to ensure that its financial information can be
delivered in a timely and accurate manner. The
Annual report for the year ended March 31, 2005 has
not yet been issued. This time delay is unacceptable



SUMMARY OF KEY RECOMMENDATIONS

Information Systems Function

*The two high priority recommendations focus on
ensuring concerns expressed by stakeholders
should be immediately addressed

‘Increased business involvement in the IT
Department’s strategic, quality assurance and
priority-setting process

‘Finalization of the Disaster Recovery Plan



SUMMARY OF KEY RECOMMENDATIONS

Engineering Function

*QEC should refine its various Project Management
documents to more clearly define individual
responsibilities so as to provide for clearer project
management

*QEC should consider the merits of retaining one
additional fully qualified Engineer to ensure
continuity of certification



