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Purpose of Evidence 

 

Q1. What is the purpose of the Northwest Territories Power Corporation’s (“NTPC” or 

“Corporation”) rebuttal evidence?  

A1. The purpose of NTPC’s rebuttal evidence is to respond to certain statements made in 

the filed evidence of Mr. Merani representing the Thermal Generating Communities 

(TGC), Mr. Bell representing the City of Yellowknife and the Town of Hay River and Ms. 

Balakrishnan, representing the Northern Territories Federation of Labour in both Phase I 

and Phase II of the Application.  

Phase I Evidence 

 

Snare Wholesale Sales Forecast 

 

Q2. Mr. Bell recommends reducing forecast sales to the Snare wholesale customer to 

158,112 kWh in 2017/18 and 155,678 kWh for 2018/19.1 Does NTPC agree with Mr. 

Bell’s recommendation? 

A2. No, the Corporation does not agree with Mr. Bell’s recommendation. 

NTPC agrees with Mr. Bell that the recent trend shows declining sales to the Snare 

wholesale customer over time. However, the Corporation does not believe that a simple 

extension of the recent trend line in sales would provide be a reasonable forecast for 

rate making purposes. The Corporation did lower its forecast for wholesale sales on the 

Snare system in the March 2017 update compared to the original June 2016 filing, 

however it exercised professional judgment resulting in a sales forecast that was more 

moderate than using the simple trend.   

Q3. Mr. Bell also recommends revising the Corporation’s cost of service study to reflect the 

revised sales forecast.2 Does NTPC agree with Mr. Bell’s recommendation? 

A3. NTPC agrees that if the sales forecast were updated, the cost of service study should be 

updated to reflect that change in sales. In addition to the updates to cost of service 

allocation ratios, the change in the sales forecast would affect the revenue forecast, 

which Mr. Bell does not appear to specifically identify in his evidence. However as per 

                                                 
1
 Page 5, Evidence of Russ Bell. Dated May 26, 2017. 

2
 Page 5, Evidence of Russ Bell. Dated May 26, 2017. 
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NTPC’s response to A2, NTPC does not agree with Mr. Bell’s recommendation to adjust 

the sales forecast. 

Table 1 shows that reducing the 2018/19 sales forecast as proposed by Mr. Bell
3
 would 

reduce the 2018/19 revenue forecast at proposed 2018/19 rates by approximately 

$1.365 million. 

 

Table 1 

Impact of YK/HR Proposed Snare Wholesale Sales Adjustment  

on 2018/19 Revenue Forecast 

 

There would be no material reductions in the revenue requirement forecast, since the 

majority of generation requirements on the Snare system are served by hydro 

generation. Therefore the Corporation would still need to target the same total revenue 

from electricity sales, even with the lower forecast Snare Wholesale sales. Table 2 

shows that this would put additional upward pressure on rates for all customers: 

 Based on the current load forecast, energy rates need to be increased by 4% on 

average to achieve the required revenues of $105.262 million from energy sales. 

 

 If the Snare Wholesale sales forecast were reduced, achieving the $105.262 

million in revenues would require a 5.4% average energy rate increase in 

2018/19. 

Table 2 

Average Rate Increase Required with YK/HR  

Proposed Snare Wholesale 2018/19 Sales Adjustment 

 

                                                 
3
 A reduction of 6.269 GWh calculated as 161.947 GWh less 155.678 GWh as recommended by Mr. Bell.  

Reference 2018/19

Impact on Corporate Revenue Forecast

L1 Revenue forecast from electricity rates as filed ($000) Phase II, Table 3-2 111,838

L2 YK-HR proposed sales adjustment (MWh) 6,269

L3 Proposed Snare wholesale rate (c/kWh) Phase II, Sch.3.1.2 21.77

L4 Revenue reduction due to sales adjustment ($000) (L2 x L3) / 100 1,365

L5 Total revenue forecast with sales adjustment ($000) L1 - L4 110,473

Average total rate increase required

L1 Total energy (sales in MWh) revenue forecast as filed ($000) Phase II, Sch.3.2.2 105,262

L2 Total energy revenue at 2017/18 interim rates in 2018/19 101,206

L3 Average energy rate increase over 2017/18 required in 2018/19 Phase II, Sch.3.1.2 4.0%

L4 Total energy revenue at 2017/18 interim rates in 2018/19 at adjusted sales 99,894

L5 Average energy rate increase over 2017/18 required in 2018/19 at adjusted sales L1/L4-1 5.4%
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Further, the proposed adjustment would erode the Snare Wholesale RCC ratio. Table 3 

shows the 2018/19 Snare Wholesale RCC ratio as proposed in the Phase II Application 

and with the reduced sales forecast. The table indicates that: 

 

 The reduced sales forecast reduces the costs allocated to the Snare Wholesale 

class from $37.304 million to $37.056 million as a result of reductions to the 

allocation ratios for the Snare Wholesale customer.  

 

 However, class revenues are reduced from #38.045 million to $36.681 million, 

as a result of the change to the revenue forecast. 

 

This lowers the 2018/19 RCC ratio from 102% to 99%. On that basis, the Corporation 

would be required to increase the 2018/19 rates for the Snare Wholesale customer by 

the average percentage rate increase of 5.4% over 2017/18 interim rates, which is 

higher than proposed in the Phase II application. 

 

Table 3 

Impact of Proposed Snare Wholesale Sales Adjustment on RCC Ratios 

 

Considering that, all else being equal, a lower Snare Wholesale sales forecast puts 

upward pressure on rates for all customers, including the Snare Wholesale customer, 

the Corporation does not recommend implementing the sales forecast adjustment 

proposed by Mr. Bell.  

Line Losses and Station Service Forecasts 

 

Q4. Mr. Merani recommends adjusting the forecasts of line losses and station service by 

removing any years that are more than 20% higher than the average of the remaining 

years4. Does NTPC support Mr. Merani’s recommendation? 

A4. No, NTPC does not support Mr. Merani’s recommendation. Mr. Merani appears to make 

his recommendation in part in order to reduce the variability in the actual data set used 

to calculate the averages for forecasting purposes.  

                                                 
4
 Page 5, Evidence of Mr. Merani 

Impact on NUL-YK RCC ratio

L1 NUL-YK COS as filed ($000) Phase II, Table 3-2 37,304

L2 Snare wholesale revenue as filed ($000) Phase II, Table 3-2 38,045

L3 Current RCC ratio Phase II, Table 3-2 102%

L4 NUL-YK COS as per YK-HR adjustment ($000) 37,056

L5 Snare wholesale revenue at revised sales ($000) 36,681

L6 RCC ratio as per YK-HR adjustment 99%
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With respect to this, the Corporation notes there are also instances where line losses 

and station service may be more than 20% lower than the average of the other years. 

For example, in Fort Liard line losses in 2012/13 are 3.8% compared to a five year 

average of 6.1%.5 If the objective is to remove actual years that are outside of a 20% 

distribution band around the average of other years as outliers, then the Corporation 

notes that this adjustment should be symmetrical and address years where line losses 

and station service are either higher or lower than some range around the average of the 

other years. 

However, in the Corporation’s view the line loss and station service data at the plant 

level are inherently variable and it is appropriate to calculate a five-year average in order 

to reflect a reasonable forecast for the test years based on recent actual operating 

experience including both high and low years. The Corporation notes that this approach 

results in a forecast for both line losses and station service at the Thermal Zone level 

within the range of recent actual operating experience.   

Q5. Mr. Merani states that the use of a longer rolling average period such as 10 years may 

be appropriate as there would be more data points and a better averaging of results. 

Does NTPC agree? 

A5. No. NTPC does not agree with Mr. Merani. In NTPC’s view extending the period would 

only introduce more data points and more variability in the results. Further the operation 

of a specific plant 10 years ago may not be particularly relevant to how the plant 

operates today. In the Corporation’s view the use of a 5-year average reflects an 

appropriate balance between ensuring the data used are reasonably current, while also 

being long enough to smooth out the influence of one or two high or low years.  

Non-Electrical Revenue 

 

Q6. Mr. Merani’s evidence recommends increases for connection charges and contract work. 

Can NTPC provide comments regarding the evidence presented6?  

A6. Mr. Merani suggests using a three year average for connection charges. As discussed in 

response to TGC.NTPC-24(a) user pay fees have been included in miscellaneous 

income or connection charges.  Table 4 clarifies Schedule 10 from the March 1, 2017 

filing by separating out user pay fees from connection charges and miscellaneous 

income. The total amount of non-electrical revenues from 2013/14 to 2015/16 were 

accurately presented in Schedule 10. 

                                                 
5
 TGC.NTPC-8 Attachment 1. Revised January 13, 2017.  

6
 Page 9-10, Evidence of Mr. Merani 



7 

 

Table 4 

Connection Charges & User Pay Fees ($000’s) 

 

The $0.235 million forecast for connection charges is reasonable compared to the 

$0.227 million three year average and should not be increased to $0.264 million as 

suggested by Mr. Merani.  

Mr. Merani suggests using a two year average for contract work of $0.443 million. The 

three year actual revenue from contract work is shown in Table 5 below.  

Table 5  

Contract Revenue ($000’s) 

 

As stated in response to TGC.NTPC-34 REVISED, NTPC rented emergency generators 

to Quilliq Energy Corporation and this revenue was included in 2015/16.  This was a 

one-time rental in an emergency situation and the income is not predictable or forecast 

to occur in the Test Years. Removing this one time revenue, the three year average is 

$0.351 million and the 2016/17 Test Year revenue is 2.6% (0.360 / 0.351) higher than 

this average. The 2016/17 test year income of $0.360 million is reasonable and more 

appropriate than the recommendation by Mr. Merani of $0.443 million. 

O&M Costs by Function 

 

Q7. Mr. Bell recommends reducing forecast O&M costs for Hydro Generation, Transmission, 

General Expense Functions, Administration Functions and Common Costs for the test 

period by 10%7. Does NTPC agree with Mr. Bell on the reduction for these specific 

functional costs?  

                                                 
7
 Page 5, Phase I Evidence of Russ Bell 

2013/14 2014/15 2015/16

3 Year 

average

2016/17 

Test 

Year

Connection Charges 265        231        186        227        235      

User Pay Fees 111        111        111        111        110      

Miscellanous Income 96          95          104        98          -       

Test Year

2013/14 2014/15 2015/16 2016/17

Contract Work 228 338 548 360

less one time engine rental 61

228 338 487

3 Year average 351

Actual 
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A7. No, NTPC does not agree a reduction of 10% is required for these functional cost 

categories. Mr. Bell has selectively chosen certain functional cost categories with lower 

actual costs than forecast for the 2015/16 fiscal year and ignored the other functional 

costs that incurred higher expenses than forecast. Mr. Bell agrees the 2015/16 actual 

O&M variance for all expenses are 1.69% lower than forecast8. The majority of the 

functional variance for 2015/16 was caused by the budget methodology change as 

discussed in response to NUL.NTPC-18. The 2015/16 actual O&M costs by function 

track the revised budget allocation change for the 2016/17 Test Year and the 2015/16 

actual results are better fit by functional costs than the 2015/16 forecast which used an 

older budget methodology. Table 6 compares the 2016/17 Test Year O&M expenses to 

the 2015/16 actual and forecast expenses. The 2016/17 Test Year O&M expenses are 

$0.301 million or 0.70% lower than the 2015/16 actual expenses. Comparing the 

2016/17 Test Year O&M expenses to 2015/16 actual O&M expenses results in less 

variability by function. 

Table 6 

O&M Comparison 2015/16 actual/forecast to 2016/17 Test Year ($000’s) 

 

                                                 
8
 NTPC.YK/HR-2(a)  

2015/16 2015/16 2016/17

2016/17 

Test Year 

to 

2015/16 

Forecast

Function Actual Forecast Test Year Variance Variance Variance

A B C D=A-B E=C-A F=C-B

Hydro Generation 3,802 3,813 3,413 (11) (389) (400)

Thermal Generation 12,108 11,406 11,517 702 (591) 111

Alternative Generation 8 10 9 (3) 2 (1)

Residual Heat 64 10 10 55 (55) 0

Transmission 624 775 720 (151) 96 (56)

Distribution 3,046 1,318 2,934 1,728 (112) 1,616

Billing & Customer Accounting 282 490 465 (208) 183 (25)

General Expense Functions 2,875 3,489 2,842 (614) (33) (647)

Administration Functions 1,986 2,060 2,027 (74) 41 (33)

Common Costs 17,380 19,527 17,937 (2,147) 557 (1,589)

Grand Total 42,176 42,899 41,874 (723) (301) (1,025)

Variance Percent -1.7% -0.7% -2.4%

2015/16 

Forecast 

to 

2015/16 

Actuals

2016/17 

Test Year 

to 

2015/16 

Actuals
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Brushing Expense 

 

Q8. Mr. Merani’s evidence on brushing expense suggests the 2013/14 brushing program 

was deferred into 2014/15 and 2015/16 and these years should not be used as the basis 

for justifying the Test Year Forecast9. In response to NTPC.TGC-3, Mr. Merani stated 

“further evidence is needed to assess how NTPC treated the significant “scope change” 

in 2013/14. Is the Test Year forecast for brushing expense reasonable?  

A8. Yes the Test Year forecast for brushing expense is reasonable. As stated in the Phase I 

GRA on page 5-6 beginning on line 4, NTPC is managing to an annual budget of 

approximately $0.700 million per year. The stop work order was issued in March 2013 

and it was lifted on August 30, 2013, five months into the fiscal year. The Corporation 

completes brushing for transmission lines that travel adjacent to the side of a highway 

during summer months.  As the stop work order was lifted at the end of summer, the 

Corporation did not complete any major transmission line brushing in 2013/14. For the 

remainder of 2013/14 NTPC conducted distribution line brushing mainly in the Thermal 

zone. Brushing work that occurred in 2014/15 and 2015/16 was not increased to 

compensate for the reduced brushing in 2013/14. The 2014/15 and 2015/16 years 

averaged $0.695 million consistent with $0.700 million overall budget for brushing. 

Account 5415 Satellite Communications 

 

Q9. Mr. Merani’s evidence recommends reducing satellite communication costs to $0.229 

million which is the three year average for 2013/14, 2014/15 and 2015/1610. Does NTPC 

agree with this recommendation?  

A9. No, this analysis is incorrect as it includes only costs directly coded to plants and not 

regional and head office costs. Schedule 5.3 is presented in accordance with the 

standard system of accounts approved by the Board in Decision 13-2014. Plant costs 

are shown by each account number in schedule 5.3 but corporate and regional costs are 

rolled up and presented as aggregate numbers. The $0.229 million does not include 

regional or corporate satellite costs. Table 7 shows satellite costs recorded to plant and 

common costs and the three year average is $0.513 million. The 2016/17 Test Year 

amount of $0.552 million is reasonable based on the three year average that had a 

maximum expense of $0.575 million.  

                                                 
9
 Page 6, Evidence of Mr. Merani 

10
 Page 8, Evidence of Mr. Merani 
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Table 7 

Satellite Costs Plant and Common ($000’s) 

 

Hydro Plants for Back-up RFC 

 

Q10. Ms. Balakrishnan recommends that “other options should be available as back-up than 

diesel generation to keep rates under control.” 11 Ms. Balakrishnan recommends that 

“…[in]n order to reduce the diesel generation fuel cost as back up and to compensate for 

the reduction in hydro generation in Snare, a hydro plant independent of the Snare water 

source needs to be sought to back up similar projects not curtailing hydro generation 

capacity.” 12 Does NTPC support Ms. Balakrishnan’s recommendation? 

A10. No, NTPC does not support Ms. Balakrishnan’s recommendation.  

Ms. Balakrishnan states: 

“…investing in the La Martre Falls hydroelectric power facility is an alternative to 

maintaining the power generation structure currently in place. It would provide 

hydro, a renewable energy, to Whati which is currently served by a diesel power 

plant. Hydro would be available for future industrial customers, and would provide 

a carbon free efficient energy source as a backup to the increasingly unreliable 

Snare River power generation.” 13 

The Corporation has previously addressed this topic in its report to the Board on Longer 

Term Resource Planning and Drought Management for the North Slave system, dated 

March 30, 2015.14 In that document the Corporation stated: 

Building sufficient hydro generation to ensure enough energy could be supplied to 

meet the full system load requirements under extreme low water conditions would 

be prohibitively expensive and result in substantial oversupply or spilled water in 

most years. Therefore, there will always be a role on the Snare system for a 

stand-by generation source that can assist with meeting capacity requirements 

                                                 
11

 Page 44, Phase I evidence of Janaki Balakirshnan dated March 13, 2017.  
12

 Page 47, Phase I evidence of Janaki Balakirshnan dated March 13, 2017.  
13

 Page 57, Phase I evidence of Janaki Balakirshnan dated March 13, 2017.  
14

 This document was filed with the PUB pursuant to a directive arising from Decision 11-2014. 

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

Plant 364      217      106      430      439      448      

Common 140      358      394      122      124      126      

Total 504      575      500      552      563      574      

Actual Average 513      

Test YearsActual
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during extreme low water events but generally does not run very often during 

average water or high water conditions. The types of generation sources that are 

best suited to this type of stand-by role are those that provide very reliable 

dispatchable generation at a lower capital cost than hydro-electric generation. 

Intermittent resources such as solar and wind generation do not contribute to 

meeting the Corporation’s firm capacity planning criteria. 

With respect to the Lac La Martre Hydro project, the Corporation noted the following in 

the same filing: 

Planning studies have been undertaken for a potential hydro-electric development 

at Lac La Martre. It is estimated the facility could provide up to 13MW of 

hydroelectric generation capacity. The site is located approximately 20km from the 

community of Wha Ti and could be connected to that community and also 

interconnected to the existing Snare transmission grid. The generation station 

would provide system diversity during times of drought since it is located on a 

separate watershed from the Snare system. However, since it would also rely on 

the L199 transmission line, it would not contribute to the required firm capacity for 

the Snare system.  

As such, the Lac La Martre facility would not replace the need for back-up diesel 

generation on the Snare system.  

In addition, the Corporation notes that the Government of the Northwest Territories 

commissioned Manitoba Hydro International to undertake a resiliency study for the North 

Slave Hydro system. Findings from that study included:  

1. Drought resiliency of the existing system: Manitoba Hydro International’s study 

determined that the current North Slave hydro system appears to be drought resilient 

with sufficient reservoir storage, hydroelectric generation, and diesel resources to 

meet annual energy needs, and that it also appears that NTPC has been reasonably 

managing its hydro system in a manner that minimizes the costs associated with 

diesel generation. 15  

 

2. Thermal generation requirement to back-up hydro systems: the study noted that 

continued reliance on thermal generation to meet any demand that exceeds existing 

hydro system capabilities is currently the most cost-effective option to ensure reliable 

performance of the Snare system. 16 

                                                 
15

 Page 19, North Slave Resiliency Study, March 2016. 

http://www.pws.gov.nt.ca/sites/www.pws.gov.nt.ca/files/north_slave_resiliency_study_final_report.pdf  
16

 Page ii, ibid  
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The Corporation also notes that NTFL acknowledged they were not aware of any North 

American utilities that operate hydro-electric systems and do not include some form of 

thermal generation or transmission interconnections in their generation planning. 17 On 

that basis the Corporation does not support adopting Ms. Balakrishnan’s 

recommendation.  

Asset Listings 

 

Q11. Ms. Balakrishnan states “a major question is how the allocation of plant in service, 

primarily of assets, can be justified or verified without detailed information about the 

assets”. She further states “In any electricity industry voltage is the prime. There was no 

consideration given to this in the Application and the COS Model developed.”18 Does 

NTPC agree with Ms. Balakrishnan’s assessment? 

A11. No, NTPC does not agree with this assessment. NTPC prepared its filing consistent with 

the standard system of accounts set out in Board Decision 13-2014. In limited cases, 

where requested and where it was substantive to a cost of service allocation, the 

Corporation provided asset by asset information for some ratebase accounts. See 

YK/HR.NTPC-7 and YK/HR.NTPC-8 dated May 5, 2017 for reference. 

Providing details on the classification and allocation of every asset in every account 

would be exceptionally onerous and entail tens of thousands of records. The 

Corporation’s view is that this would undermine regulatory efficiency and result in 

incurring material additional regulatory costs.  

Contingency Allowance 

 

Q12. Mr. Merani states the use of a formula in estimating contingencies is not appropriate19.  

Does NTPC agree with this statement?  

 

A12. No, NTPC does not agree with the statement. Using a contingency rate is a common 

practice for provincial utilities such as BC Hydro. The contingency rate can higher or 

lower depending on project specific factors (unknowns) and company experience. A 

higher contingency rate is used where there is a higher degree of uncertainty regarding 

the project such as implementing new systems, upgrading older plants, project design 

                                                 
17

 NTPC.NTFL-8 dated June 15, 2017.  
18

 Page 17, Evidence of Ms. Janaki Balakrishnan dated May 26, 2017.  
19

 Page 43, Evidence of Mr. Merani 
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uncertain, etc.  Replacement projects typically have less risk than new projects and can 

have a lower amount of contingency subject to the Asset Manager’s judgement.   

 

NTPC uses contingency rates ranging from 5% for some low risk capital replacement 

projects, to 30% for projects with greater perceived project completion risks. NTPC sets 

the contingency rate based on the Corporation’s project specific experience, level of 

scope definition, project uniqueness as well as the Asset Manager’s judgement. The 

clarity of scope and degree of understanding of the projects design as well as 

specifications at the outset of the project, are critical factors when determining the 

appropriate contingency rate for the project.  

 

The capital planning process has evolved over time with the Corporation continually 

improving the process. This has led NTPC to implement a contingency administration 

process that allows the Corporation to monitor and track how project contingencies are 

spent. This has contributed to keeping projects on budget in 2015/16, and NTPC 

expects the benefits of its process improvements to continue in future periods. As part of 

this new process, the project manager must request permission to use the contingency 

and provide justification for each case. The contingency is not a project entitlement and 

in many cases contingency is not fully used. 

Q13. Mr. Merani stated that NTPC’s position regarding contingency rates is not borne out by a 

review of the practice of certain Alberta-based utilities. Can NTPC comment on this 

statement? 

 

A13. Capital project costs are higher in northern regions than in Alberta, and any comparison 

to contingency rates used by other utilities based in Alberta is not appropriate. There are 

more variables and risks that must be managed when completing capital projects in the 

North.  These include shipping methods and shipping cost, winter road access, 

contractor bidding (only one contractor sometimes bids on jobs), northern content policy, 

and lack of accommodations for contractors.   A more appropriate comparison is other 

provincial utilities of similar size operating in northern regions (e.g. Nunavut and the 

Yukon). 

  

Q14. Mr. Merani stated the risk registry provided by NTPC did not contain the dollar value 

assigned to each risk, and the extent to which that risk was realized and the actual cost 

associated in dealing with that realized risk. He recommended assigning dollar values to 

each risk rather than applying a pre-set formula approach currently used by NTPC, and 

for NTPC to provide in future GRAs a detailed risk register quantifying the dollars 

associated with each risk and reconciliation of contingencies for each project.  Does 

NTPC agree with this approach? 
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A14. In response to NTPC’s June 2, 2017 information request, TGC confirmed (IR 

NTPC.TGC-2) that its evidence and recommendations regarding contingency were not 

based on practices of comparable sized electric utilities.  It is not appropriate for NTPC 

to implement contingency policies that do not consider the size of the utility and the 

impact of implementing such policies on the Corporation. While use of a project specific 

risk registry may be appropriate for much larger utilities in Alberta dealing with higher 

value capital projects, in a utility the size of NTPC, NTPC strongly believes the benefit of 

implementing a formal risk registry outweighs the cost of the program. NTPC has very 

few projects that exceed $5 million, with over 95% of projects below $5 million.  The 

added cost of implementing this type of risk registry would not justify the potential 

savings given the large number of relatively small size projects in NTPC’s capital plan.  

In addition, although a risk registry may provide a more granular basis for estimating 

contingency, it is not clear that it would produce more accurate total contingency 

estimates.  NTPC’s projects generally share similar risks based on the types of projects 

carried out and the operating environment of the Corporation.   

 

The Corporation has achieved benefits from its improved capital planning process, and 

any budgetary overages have been offset with projects that were under budget, with the 

total capital budget variance remaining within an acceptable level of variance in 2015/16.  

Consequently, the need for a new more detailed risk register is not apparent and would 

add an additional layer of unnecessary project oversight that will increase capital 

planning cost and time required in the asset management planning cycle. NTPC 

believes that changes to the project specific risk registry is not feasible for the 

Corporation as the implementation will be costly, require additional resources, and the 

savings in total dollars would not justify the added costs involved.   

Accountability and Reporting Mechanisms 

 

Q15. In BR.TGC-1, Mr. Merani recommended that NTPC maintain monthly and/or quarterly 

capital reporting submissions to the Board to ensure adequate capital project controls 

are in place to prevent significant budgetary excesses.  Does NTPC agree with this 

recommendation? 

 

A15. No, NTPC does not agree with this recommendation. NTPC believes that TGC’s 

recommendation will result in increased costs to the regulatory process with little if any 

material benefit to the capital program.  The Corporation has demonstrated its ability to 

effectively manage its total capital program as evidenced by the small number of project 

outliers in this Application. For example, NTPC closed over 150 capital projects in 

2015/16. The total lifetime capital spend for these projects was within 2.5% of the total 
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lifetime budget, which represents a reasonable level of budgetary variance. The 

Corporation’s existing capital planning process already manages project risk and 

requires the AME Manager approve all contingencies, with the spending of 

contingencies overseen and tracked by the project manager.   

 

As part of NTPC’s project management centre of excellence, the Corporation has also 

started to track and monitor how contingencies are spent, establish project success and 

incorporate results into lessons learned for future capital projects.  This serves as an 

additional internal oversight mechanism in the capital planning process. 

Mobile Emergency Generating Units 

 

Q16. Mr. Merani stated NTPC has not sufficiently explained why eight emergency and backup 

mobile units are considered optimal and recommended the optimal number of 

emergency and mobile diesel generators should be based on the number of such 

gensets used each year in the last 3 years20. Does NTPC agree with this 

recommendation? 

 

A16. No, NTPC does not agree with this recommendation. The Corporation’s inventory of 

eight emergency and backup gensets has proven to be adequate based on historical 

operational requirements. The gensets are placed strategically throughout the zones to 

ensure NTPC is able to meet each community’s power demand in the event of an 

emergency.  Although each plant has built in backup generation to meet RFC 

requirements, the Corporation must ensure sufficient backup capacity exists to provide 

emergency generation in the event a plant goes offline.  The current emergency 

generation inventory was reviewed by NTPC and considered to be adequate to cover a 

single plant failure for most Thermal plants (excluding Inuvik) and provide support in the 

event one of the emergency gensets is unavailable due to weather, transport, 

maintenance, etc. In addition, emergency coverage must take into account potential 

delays in transporting the unit by air since this mode of transport depends on the 

availability of proper aircraft to transport the unit(s).  

 

NTPC operates in a geographically challenging area with some of its plants located in 

remote isolated regions not accessible by year round road access.  As a result, NTPC 

must ensure there are an adequate number of mobile units to provide 

backup/emergency generation to all communities the Corporation serves.  Given the 

geographic challenges faced by the Corporation, NTPC must strategically place these 
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units throughout the NWT to ensure continued power generation in the event of an 

emergency, as the units need to be quickly mobilized by road or air to the required 

community.  Non-use of any one individual emergency genset over the last three fiscal 

years does not indicate the unit is redundant or not required.  The purpose of the 

gensets is to be able to respond to emergency events in any community served by 

NTPC.  Consequently, NTPC has found the current inventory of emergency gensets to 

be adequate to be able to respond to emergencies throughout the NWT and provide 

backup in the event a thermal power plant goes offline.   

 

The Corporation can rent additional emergency gensets in the event it experiences an 

above average number of emergency situations during a given fiscal period. NTPC has 

assistance agreements in place with other northern utilities in the event of an 

emergency. For example, NTPC rented emergency gensets to Quilliq Energy 

Corporation for seven months due to plant fire as per Note 1 presented in TGC.NTPC-

34(c).  However, NTPC cannot be reliant on renting emergency gensets or the 

assistance agreements to meet ongoing emergency coverage requirements as the units 

may not be available when needed or there may be a delay in obtaining the required 

gensets and result in a prolonged power outage for NTPC customers.   

Jean Marie River Engine Replacement 2014/15 

 

Q17. Mr. Merani indicated NTPC should have incorporated and planned for the fact that an 

aging plant would require capital improvements to complete the new engine 

installation21.  Does NTPC agree with this assessment of the project?  

 

A17. No, NTPC does not agree with Mr. Merani’s assessment. The full extent of the plant 

improvements required was not known when the project budget was estimated, as more 

aging plant structures and equipment had to be replaced than was originally planned.  

NTPC could have replaced the plant at a substantially higher cost rather than improving 

the existing plant, which would have resulted in much higher impact on the cost of 

service.  In an effort to minimize capital costs and extend the life of the plant, NTPC 

proceeded to renovate the existing plant and install a new air cooled generator.  The 

cost of installing an air cooled genset was comparable to the cost of installing a liquid 

cooled genset, as the added cost for the ventilation upgrade was consistent with the cost 

of components required for the liquid cooled genset (e.g new heat exchanger, 

installation, cooling piping, etc.).  
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Q18. Mr. Merani stated that NTPC indicated in its previous IR responses that the new project 

management process would have prevented the issues that arose and led to the 

increased costs.  Does NTPC agree with this statement?  

 

A18. NTPC was implementing a new capital planning process while the project was 

underway. This improved process would have assisted in mitigating project risks and will 

help control and prevent future budgetary excesses.  However, it would not have 

completely mitigated all risks due to the nature of the project due to the older plant 

requiring more equipment relacement and the contingency rate of 15% applied to this 

project did not fully capture the project risks given the age of the plant.   

Fort Good Hope Engine Replacement 2014/15 

 
Q19. Mr. Merani indicated the project design issue emanated from NTPC improperly locating 

the aftercooler at the design stage. Had the location of the aftercooler been properly 

designed at the project’s outset, it would not have been necessary to incur $0.318M in 

additional costs22. A prudent course of action would have been to consult an 

independent engineering firm to ensure that NTPC’s proposed design with respect to the 

location of the aftercooler was reasonable, rather than proceed by trial and error.  Can 

NTPC provide comment on Mr. Merani’s assertion?  

 

A19. NTPC engaged a professional engineering consultant to complete project design. The 

new genset location was considered by the consultant in the original design process but 

it was the highest cost option due to the need to build a high platform for the 

aftercooler.  A separate structure had to be constructed to support the new design.  The 

budget would have been initially higher if this design structure was incorporated into the 

original design.  A lower cost option was initially implemented instead as it was believed 

it would satisfy the project objectives while minimizing costs.  A portion of the budget 

variance was due to other factors unrelated to the relocation of the after cooler where 

electrical work was delayed due to operational considerations that required additional 

site visits by contractors. 

Gameti Engine Replacement 2014/15 

 

Q20. Mr. Merani indicated he was unsure why NTPC purchased a containerized unit and 

proceeded to remove the genset from the container and install the unit inside the plant, 

which resulted in significant additional costs. Can NTPC comment on these statements?  
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A20. The genset was purchased at auction at a large discount to the cost of a new unit and it 

was it was not seen as a significant risk to remove the genset from the container.  There 

were additional factors impacting the budget overage that were unrelated to the removal 

of the genset from the container.  A local engine control panel was required and was not 

considered by the original budget estimator.  This factor, combined with the expanded 

heat recovery scope required more design and contractor work.  

Inuvik Plant Reliability Improvement 2014/15 

 
Q21. Mr. Merani indicated the EMD power plant has been allowed to fall into a state of 

disrepair and neglect that likely contributed to the two outages in 2012, with the business 

case showing a dire need to bring this plant to a point where reliability and safety are not 

jeopardized23.  Can NTPC comment on these statements?  

 

A21. A number of the plant deficiencies noted in the business case arose as a result of the 

power outage that occurred in 2012. 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 systems.  The event exposed the plant deficiencies and also damaged plant 

equipment. Regular maintenance was carried out as outlined in the IR response 

TGC.NTPC 41(h) and all required maintenance was completed prior to the outage event 

that damaged the equipment. The completion of regular maintenance did not reveal the 

need to replace the equipment that failed during the 2012 outage and there was no 

indication that any urgent repairs were required.  More thorough inspections would be 

required by field engineers to detect the types of equipment deficiencies discovered in 

2012.  As a result of the 2012 equipment failure, NTPC added regular field engineer 

testing in all its plants over a five year period.     

  

Q22. Mr. Merani stated there was no excuse for the delay in bringing the EMD plant back to a 

state where reliability and safety are not compromised.  Can NTPC comment on these 

statements?  

 

A22. The project took two years to complete as the project had to be designed and 

procurement process carried out.  The upgrade of the heating control system was a 

significant undertaking and the scope was expanded as additional upgrades were 

required, which were not included in the original project scope. The project had to be 

staged due to the number of components that need to be repaired/replaced. The natural 
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gas supply was diminishing at the time the equipment failures occurred in 2012 and 

NTPC was forced to rely on diesel backup generation (EMD plant). Consequently, the 

project took longer to complete as the EMD plant could not be shut down for an 

extended period of time to complete the repairs in an effort to minimize power outages in 

the community while the project was being completed. 

 

Q23. Mr. Merani indicated capital constraints do not justify not undertaking required capital 

expenditures if it results in the utility providing service in a safe and reliable manner. 

Does NTPC agree with this assertion? 

 

A23. No, NTPC does not agree with this assertion. The capital planning process evaluates 

asset condition and prioritizes projects within the overall capital budget.  This process 

entails evaluating risks and determining which projects to complete in a given fiscal year.  

NTPC managed and mitigated risks while this project was being planned and carried 

out.  The constraints of operating within a capital budget dictates that not all risk can be 

avoided, and can only be mitigated with sound capital planning processes and expert 

judgement. Attempting to remove all risk on projects would require expansion of capital 

budgets and additional resources such as consultants, new full time positions, and 

additional time for project planning.  This would increase O&M and capital cost and lead 

to higher electricity rates.  The Corporation must prioritize projects for completion with 

some capital projects being deferred to future periods if risks can be appropriately 

managed and mitigated. Please refer to A33 for an example of the risk management 

approach.      

 

Q24. Mr. Merani stated that it would be desirable to have NTPC provide the actual and 

budgeted cost information into the following categories: (i) budgeted costs (ii) cost 

escalations and (iii) scope changes. Does NTPC agree with this recommendation? 

 

A24. No, NTPC does not agree with this recommendation. Requiring NTPC to provide actual 

and budgeted cost information according to budgeted costs, cost escalations and scope 

changes imposes additional regulatory burden on the Corporation and will require 

additional resources and increase regulatory costs.  NTPC has provided detailed cost 

information on its capital projects and interveners presently have sufficient information to 

evaluate the performance of projects and key areas where project variances have 

occurred.     
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Jean Marie River Fuel System Upgrade 2015/16 

 

Q25. Mr. Merani stated that it is difficult to understand why the design phase of the project 

was not included in the project budget24.   He also indicated none of NTPC’s internal 

checks and balances appeared to have been followed for this project.  Can NTPC 

comment on these statements? 

 

A25. The design portfolio of the project budget was included in the capital spending shown in 

the CWIP Schedule 11.6 under “capital less than $250,000” while the construction 

budget was included in the individual project line identified separately in Schedule 11.6. 

The design and construction costs were prepared separately as the design budget 

preceding the construction budget. NTPC periodically prepares a project brief that only 

includes the design budget due to timing differences between the completion of the 

design and construction budgets. NTPC has implemented a new process to ensure the 

design budget and construction budgets are combined when the business case is 

completed for presentation purposes.  

Inuvik Tank F Bulk Fuel Storage Upgrade 2015/16 

 
Q26. Mr. Merani indicated that given the risks discussed in the business case, the two and 

three year timeframes between initial estimate and tender issuance are difficult to 

accept.  He stated that “without evidence to support the need or rationale for the major 

delays between the initial project estimate and issuance of tenders, and evidence that 

these delays were unavoidable, NTPC should shoulder the risk for the consequential 

higher than anticipated costs”. Can NTPC comment on these statements? 

 

A26. The structural failure discussed in the business case pertained to the tank itself.  If Tank 

F ruptured, there was a risk of a large fuel spill if the secondary containment also 

ruptured.  The secondary containment is designed to hold 110% of the total fuel capacity 

of the main tank.  The secondary containment had good structural integrity but was 

deteriorating with the potential for small fuel leaks if the main tank ruptured.  The risk of 

a complete structural failure of the secondary containment was low but fuel leaks would 

occur if the secondary containment was not repaired.  The project was a significant 

undertaking that required more time to complete, with the project carried out in two 

phases due to the large size of the tank and the scale of the project.  Project delays 
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were encountered as the contractor completing the project went into receivership and 

the remaining work had to be reassigned to other contractors.  

Q27. Mr. Merani stated that “If NTPC had no prior experience with this type of detection 

system, one must question why it would approve a design based on a standard leak 

detection design. In my view, a prudent course of action would have been to retain 

consultants who are familiar with the leak detection system on a large supply line. Had 

this been done, NTPC likely would not have incurred the 0.370M of additional costs to 

correct the project design. These additional costs arise entirely from NTPC’s incorrect 

project design; it must therefore bear this cost”. Can NTPC comment on these 

statements? 

 

A27. NTPC initially implemented its standard leak detection system for this project given the 

past successes with the system.  The Corporation had extensive experience with this 

leak detection system and did not anticipate any issues from installing the system for this 

project.  NTPC did not anticipate that the large supply line and magnitude of the system 

installation would change the success of a standard leak detection system.  As a result, 

NTPC engaged an engineering consultant to assist the Corporation in developing a new 

leak detection design for the project.  The initial project design was NTPC’s standard 

leak detection system and was not an incorrect design as asserted by TGC.  The 

increased design costs also include additional benefits to the system with a thermal relief 

design of the tank farm and the automatic filling system for the K-plant.  

Corporate IMH Metering Upgrade 

 

Q28. Ms. Balakrishnan indicated NTPC needs to review and re-evaluate the projects 

Corporate - IMH Metering Upgrade and Fort Smith IMH Metering Upgrade. The project 

planning and implementation should consider priorities based on an analysis of current 

community status and be conducted in phases to save costs25. Can NTPC comment on 

this statement? 

A28. The PUB approved the project permit application for the IMH project on March 8th, 2017.  

The project is expected to require four fiscal years to complete, with NTPC prioritizing 

the communities according to need and risk of failure of existing meters. 

Q29. Ms. Balakrishnan. stated that the “Meter costs in the Fort Smith estimate is $411,000, 

almost 21% of Corporate estimate of $1,989,000. The number of meters required may 

not be proportionate”. Does NTPC agree with these statements? 
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A29. No, NTPC does not agree with this statement. The meter cost estimate for Fort Smith 

was based on the total number of meters to be replaced in the community. These are 

two separate projects and the Fort Smith meters were not part of the corporate program.  

This meter cost should have been compared to the total meter cost for both the Fort 

Smith IMH and Corporate IMH projects combined.  The meter costs for Fort Smith was 

$0.411 million which represents 17% of the total meter costs for both Fort Smith and the 

Corporate IMH project ($0.411 million /($0.411 million +$1.989 million). This cost ratio is 

in line with the number of customers in Fort Smith in test year 2016/17 as per Schedule 

2.1-4 in Phase I of the 2016/19 GRA. This schedule indicated total customers of 1,278 in 

Fort Smith vs. total customers (residential and general service) of 8,588 for all zones 

shown in Schedule 2.0, which represents a ratio of 1:6.7 or 15% and is comparable to 

the meter cost ratios provided in the business cases. 

Inuvik K-Plant Combustion Air Upgrade 2017/18 

 

Q30. Mr. Merani stated that NTPC “willingly decided to defer a much-needed capital 

expenditure, one that would be in the best interests of customers in terms of improving 

overall peak output, achieve plant operational efficiencies (including reduced fuel costs), 

improve plant reliability, lower maintenance costs and reduce exhaust emissions. In fact, 

the actions, or lack thereof, of NTPC resulted in additional costs to customers and 

occupational health and safety risks”26. Can NTPC comment on this statement? 

 

A30. NTPC was aware of the ventilation issue and reprioritized the project for completion as 

part of the capital planning process.  A risk assessment was completed and it was 

deemed that other capital projects took precedence over this capital project, as the risks 

for the Inuvik plant were being managed by NTPC.  The ventilation issue was remedied 

by opening the plant’s overhead doors during summer to improve airflow and reduce 

temperatures inside the plant.  Genset performance was not materially impacted, with 

normal levels of fuel being consumed and delivered to the plant.  The main concern was 

the health and safety of plant employees given the plant air temperature was at times 

elevated.  However, this issue was addressed and the risks mitigated by opening the 

overhead doors as discussed above.      

 

The Inuvik K-Plant is one of two operating plants and requires careful planning as to 

when the plant can be temporarily shut down to complete the required capital work.  The 

Corporation must ensure all the necessary equipment is put in place to carry out the 

project.  Other projects may also be completed while the plant is offline.        
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Q31. Mr. Merani stated that “it is unacceptable for NTPC to state, as part of its business case 

that the project will “reduce fuel costs” and “lower maintenance costs” but then not be 

able to quantify these savings”. Can NTPC comment on this statement? 

A31. The primary decision to upgrade the combustion air was to address plant ventilation 

issues and not increase fuel efficiencies. It is very difficult to quantify the cost savings 

associated with the project, as the full impact of improved plant ventilation is not known 

in advance of the project’s completion. 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.  In addition, NTPC was mitigating the ventilation issue by 

opening the plant overhead doors.   

North Slave Protective Relay Upgrades 

 

Q32. Ms. Balakrishnan stated the “need for the project was critical with respect to reliability 

and to reduce operation and maintenance cost. Any deviation from the project and 

diversion of large amount of funds from this project for other purpose needs to be 

reported and detailed information provided pertaining to the project status, including 

future plan on implementation and capital management needs to be supplied”27. Does 

NTPC agree with this statement?  

 

A32. No, NTPC does not agree with this statement. The project’s large initial capital budget 

had to be reallocated due to changing capital priorities and risk assessments.  Some of 

the relay replacements were less critical and could be postponed to future periods and 

combined with other projects to allow NTPC to better manage its available resources 

and reduce costs.   

 

NTPC will complete the replacement of the obsolete relays where critically required as 

part of the North Slave Protective Relay project.  Other less critical replacements will be 

combined with other capital projects in the capital plan.  The coupling of relay 

replacement with other projects assists with meeting operational constraints, as planned 

outages need to be scheduled and coordinated in each community.  As a result, planned 

outages need to be done on a community by community basis and all capital work 

carefully planned around these scheduled outages. 

                                                 
27

 Page 37, Phase I Evidence of Ms. Balakrishnan 



24 

 

 

Jackfish Transformer Refurbishment and Replacement  

 

Q33. On page 42, under Table 8.3.1.2 Ms. Balakrishnan stated “the outcome where forecast 

and actual spent amount are the same is unlikely and raises concern about the records.” 

Does NTPC agree with this statement? 

 

A33. No, NTPC does not agree with this statement. The 2015/16 forecast year presented in 

the July 11, 2016 GRA Phase I filing included actual information for some projects that 

were already completed, which is why the forecast for the T3 transformer equaled the 

actual cost.  

 

Q34. Ms. Balakrishnan stated “when projects at the same location have different scopes, 

planning and implementing separately would allow more clarity of the projects, managing 

capital funds and asset allocation and accounts for amortization and net salvage. 

However, NTPC should keep the overhead at a minimum by managing the projects 

simultaneously and allocating resource accordingly”.  Can NTPC comment on these 

statements? 

 

A34. The T10 and T3 transformer projects are not comparable projects and would not be 

expected to have similar planning, cost estimate preparation and scheduling.  A 

refurbishment project has different scope and planning requirements vs. a replacement 

project.  The refurbishment of the T10 16MVA transformer was more urgent and the 

project had to be completed before the T3 transformer replacement project.  The T10 is 

critically important as it connects the Jackfish plant to the Yellowknife grid.  

Consequently, when the transformer failed in 2012/13, the unit was refurbished and 

brought back into service as quickly as possible in 2013/14. The portion of the T10 

project budget spent in 2015/16 was to replace part of the cabling and switches 

associated with the T10. Transformers are a long lead time item when ordered from 

suppliers and it may take up to eight months to receive it from the suppler once an order 

is placed.  The T3 transformer project was not as urgent and was planned taking into 

account the additional time required to obtain the T3 transformer from the supplier. 

Fort Smith Distribution Upgrade 

 

Q35. Ms. Balakrishnan stated “NTPC needs to provide information on how the Interruptible 

Electrical Heat Load was considered into the project and how it will contribute to the 
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project cost incurred to attain a 2MW additional capacity”28. Does NTPC have any 

comment? 

 

A35. The primary purpose of the project was to ensure that NTPC is able to supply a 

reasonable power quality to customers, and not to serve the addition of Interruptible 

Electric Heat Load. There was only one feeder line to McDougal Street and it was 

overloaded causing low voltage problems for NTPC’s customers. As a result, NTPC 

added another feeder to McDougal Street and shifted some of the loads from the 

overloaded feeder to the new feeder.  This project also permitted the system to 

accommodate the addition of Interruptible Electric Heat Load up to a maximum of 2.0 

megawatts. However, this was an ancillary benefit and not an objective of the project. 

Please see the 2016/19 Phase I GRA IR response BR.NTPC 16(d) and NUL.NTPC 16 

for additional information. 

 

 

Taltson Shortfall 

 

Q36. Ms. Balakrishnan states that “…the fact that the Taltson zone is facing 38% shortfall in 

the revenue requirement in 2016/17 is not a surprise. But, the shortfall percentages of 

the subsequent years, where a significant reduction in Taltson zone percentages to 2.1 

and 0.6 in the Test Years 2017/18 and 2018/19 respectively, appear contrived”29 Does 

NTPC agree with this assessment of the 2017/18 and 2018/19 shortfalls? 

A36. No, NTPC does not agree with the assessment. First, it appears that Ms. Balakrishnan’s 

evidence uses the figures from the June 30th 2016 filing. The Corporation filed revised 

Phase I schedules on March 1, 2017, in part to reflect updates for 2015/16 actuals and 

other adjustments identified in Phase I information requests as requested by the Board. 

The Taltson shortfall percentages shown in the March 1, 2017 filings on schedules 3.1-1 

through 3.1-3 are 29.1% in 2016/17; 2.3% in 2017/18 and 0.7% in 2018/19. The 

Corporation has previously explained major changes in revenue requirement and 

revenue forecasts between the versions of the Phase I schedules.  

Secondly, it is important to note that the shortfall percentages as shown for 2017/18 and 

2018/19 reflect only the additional incremental shortfalls at 2015/16 rates, over and 

above the 2016/17 shortfalls. Table 8 shows the calculation of the percentages. For 
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2016/17, the 29.1% is calculated as the difference between net revenue requirement 

($11.506 million) and the revenue at rates in place effective April 1, 2015 ($8.916 

million).  

For 2017/18 and 2018/19 the Phase I schedules show the incremental shortfall 

percentages over the previous year. These are calculated by comparing the year over 

year increase in the net revenue requirement. These calculations can be understood by 

looking at the formulae in the filing schedules and are reproduced in Table 8.   

Table 8 

Calculation of Taltson Shortfall Percentages 

 

 

To further illustrate this point, Table 9 shows the calculation of the shortfall in each test 

year with reference to revenues at rates in place April 1, 2015.  

 

 

 

 

 

 

 

Line No. Reference Taltson

2016/17

L1 Net Revenue Requirement Sch. 3.1-1, line 39 11,506

L2 Revenue at April 1, 2015 rates Sch. 3.1-1, line 40 8,916

L3=L1-L2 Shortfall / (Surplus) Sch. 3.1-1, line 41 2,591

L4=L3/L2 Average Rate Increase Required over 2015/16 Sch. 3.1-1, line 42 29.1%

2017/18

L5 Net Revenue Requirement Sch. 3.1-2, line 39 11,772

L6=L5-L1 Change in net revenue requirement over 2016/17 266

L7=L5/L1-1 Incremental increase over 2016/17 Sch. 3.1-2, line 42 2.3%

2018/19

L8 Net Revenue Requirement Sch. 3.1-3, line 39 11,854

L9=L8-L5 Change in net revenue requirement over 2017/18 82

L10=L8/L5-1 Incremental rate increase over 2017/18 Sch. 3.1-3, line 42 0.7%
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Table 9 

Calculation of Taltson Shortfall Percentages with Reference to Revenues at Rates in 

Place April 1, 2015 

 

The Corporation notes that, absent any rate increases over rates in place at April 1, 

2015, the Taltson shortfall would continue to be in the range of 30%. Therefore the 

Corporation does not believe there is any basis to conclude that the shortfalls in the 

Taltson zone in 2017/18 and 2018/19 are “contrived”, as characterized by Ms. 

Balakrishnan.  

Q37. Ms. Balakrishnan states that “NTPC seems to be content with the revenue generated in 

the Taltson zone. One of the reasons could be that the cost of service is estimated to be 

higher than the actual cost.” 30 Does NTPC agree with Ms. Balakrishnan’s assessment? 

A37. No, NTPC does not agree with the assessment. The Corporation noted in its Phase II 

Application that the low Taltson Zone RCC ratio is primarily the result of two factors: 

1. The Taltson Zone has seen above average cost increases in recent years 

due to factors including the relicensing of the hydro station. 

 

2. The Corporation’s rate increases prior to the current application had typically 

been implemented on an equal percentage basis to customers in all zones. 
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Line No. Reference Taltson

2016/17

L1 Net Revenue Requirement Sch. 3.1-1, line 39 11,506

L2 Revenue at April 1, 2015 rates Sch. 3.1-1, line 40 8,916

L3=L1-L2 Shortfall / (Surplus) Sch. 3.1-1, line 41 2,591

L4=L3/L2 Average Rate Increase Required over 2015/16 rates Sch. 3.1-1, line 42 29.1%

2017/18

L5 Net Revenue Requirement Sch. 3.1-2, line 39 11,772

L6 Revenue at April 1, 2015 rates Sch. 3.1-2, line 40 8,995

L7=L5-L6 Shortfall /(Surplus) Sch. 3.1-2, line 41 2,777

L8=L7/L6 Average Rate Increase Required over 2015/16 rates Sch. 3.1-2, line 42 30.9%

2018/19

L9 Net Revenue Requirement Sch. 3.1-3, line 39 11,854

L10 Revenue at April 1, 2015 rates Sch. 3.1-3, line 40 8,998

L11=L9-L10 Shortfall/ (Surplus) Sch. 3.1-3, line 41 2,857

L12=L11/L10 Average Rate Increase Required over 2015/16 rates Sch. 3.1-3, line 42 31.7%
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As a result, revenues in the Taltson Zone have not increased at the same 

pace as cost increases, resulting in a lower zone revenue to cost ratio.31 

The Corporation has provided substantial evidence in the current proceeding with 

respect to the cost increases in the Taltson zone. The Corporation does not agree there 

is any basis to conclude that costs in the Taltson zone are forecast to be too high.   

NTPC notes that if energy rates for all customer in all zones were increased by 4% per 

year, the 2018/19 RCC ratio for the Taltson zone would be 85.2%. The Corporation is 

proposing a rate design that reflects higher than average rate increases for many 

customers in the Taltson zone resulting in a forecast RCC ratio for the Taltson zone of 

86.8%.32 The Corporation is taking steps in its rate proposal to increase the Taltson zone 

RCC ratio, within the parameters permitted under the GNWT guidelines.  
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Preferential Rates 

 

Q40. Ms. Balakrishnan recommends using preferential rates for industrial customers where 

appropriate35. Can NTPC comment on this recommendation?  

A40. Section 48 of the PUA prohibits unduly preferential or unjustly discriminatory rates. 

The PUB has established a reporting mechanism to address new industrial customers. 

Directive 46 from Decision 13-2007 stated:  

The Board directs NTPC to provide to the Board and to all interested parties 

a report on the costs and revenues associated with new industrial, mining or 

wholesale loads, or load increases, that would have a material impact on its 

level of earnings and/or rates. This information should be provided at the 

time when the Corporation becomes aware of such load increases. For the 

purpose of initiating the report, the Board considers net revenue increases 

exceeding $500,000 to be material.  

 NTPC investigates all opportunities to increase sales. As discussed in the 2006/08 

GRA36, NTPC would be back before the Board for any material changes to industrial 

sales levels.     
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Conclusion 

 

Q45. Does this complete the Corporation’s evidence?  

A45. Yes at this time.  

                                                 
  




