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Good morning, Mr. Chairman and Members of the Board.

1. My name is Azad Merani and I am a consultant to the Thermal Generation Communities 
(referred to as the TGC in this proceeding).  I have been involved with the general rate 
applications filed by NTPC since 1996, when I was first involved with NTPC’s Phase 1 
GRA for the Test Years 1995/96 and 1996/97.

2. Some 4 years have elapsed since NTPC filed its most recent full Phase 1 GRA for the 
Test Years 2012/13 and 2013/14 on March 23, 2012. The passage of time has made it 
important for the TGC to thoroughly review NTPC’s historical and forecast Test Year 
costs, with a view to ensuring that these costs have and will be prudently incurred. 

Capital Projects – Excess of Actuals over Budgeted amounts

3. Based on a review of capital budgets provided in business cases for projects undertaken 
during 2014/15 and 2015/16, a number of instances arise where actual costs of these 
projects significantly exceeded what NTPC had budgeted for, and had received approval 
for by the Board. A review of the underlying rationale for these budgetary excesses 
indicates that internal processes to ensure the capital budget fully reflects the nature and 
extent of the work required to be done were insufficient and/or lacking. For the projects 
discussed in my evidence, invariably the result was a significant increase in actual costs 
relative to the approved forecasts and/or capital budgets.

4. NTPC has been in the business of generating, transmitting and delivering electricity for 
several decades now; yet instances were found where the capital budget did not 
adequately incorporate costs which NTPC knew or should have known would be 
necessary to undertake the capital project, if it undertook proper steps to define the 
project. 

Capital Projects – Contingency Allowance

5. I am also proposing that the contingency allowance included in capital budgets be based 
on an identification of project-specific risks (i.e. a risk register) rather than the current 
practice of using a general contingency allowance which varies from 5% to 30% when 
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NTPC determines a contingency allowance is required. It is also important that NTPC 
provide information respecting the draw-down of the contingency allowance.

Mobile Generating Units

6. NTPC also appears to be carrying more mobile generating units in inventory than is 
reasonably required to meet emergency and backup situations. In cross, the TGC has 
sought further information to determine the optimum number of mobile generating units. 

Adjustment to Calculation of Line Losses and Station Losses

7. With respect to the determination of line losses and station losses, rather than simply 
taking a 5-year rolling average, this formula should be tweaked to remove a year which 
exhibits a loss factor greater than 20% of the average of the remaining 4-years.

Other Items

8. My evidence also proposes a reduction to Account 5415, Satellite Communications, for 
the Test Years, based on an assessment of actual expenditures in the prior 3 years. 

9. Based on an assessment of prior year actual results, I recommended (i) a reduction to 
Account 5415, Satellite Communications and (ii) an increase in certain components of 
Non-Electric Revenues, more specifically, Connection Charges, Contract Work and 
Miscellaneous Revenues, for each of the Test Years.

Thank you


