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1.0 INTRODUCTION AND BACKGROUND 
 

 

1. On June 30, 2016, Northwest Territories Power Corporation (NTPC, the Corporation) filed a 

General Rate Application (GRA) for Test Years 2016/17, 2017/18 and 2018/19 before the 

Northwest Territories Public Utilities Board (the Board, PUB). Further amendments were 

filed on July 12, 2016 and March 31, 2017. 

 

2. This Argument is submitted on behalf of the Thermal Generation Communities (TGC) whose 

participants, for purposes of this proceeding, include the Town of Inuvik, the Village of Fort 

Simpson, and the Town of Norman Wells.   

 

3. The TGC actively participated in NTPC’s 2016/19 Phase 1 GRA in all phases of the 

proceeding, including: 

 

 Review of the filed materials by NTPC in support of its 2016/19 Phase 1 GRA;   

 Review of prior PUB Decisions, as they impact the current 2016/19 Phase 1 GRA;  

 Filing of TGC Information Requests (IRs) to NTPC;  

 Subsequent review of responses by NTPC to IRs filed by the PUB, TGC, Northland 

Utilities Limited (NUL), City of Yellowknife and Town of Hay River (YK/HR);  

 Preparation and attendance at Technical Meeting in Yellowknife on November 30, 

2016;  

 Review of additional information and IR Responses arising from the November 30, 

2016 Technical Meeting;  

 Preparation and filing of TGC Intervenor Evidence on March 13, 2017; 

 Review of Intervenor Evidence filed by YK/HR and Northern Territories Federation 

of Labour (NTFL);  

 Prepare Responses to IRs filed by the Board and NTPC to TGC;  

 Review IR Responses filed by YK/HR and NTFL;  

 Cross-examination of NTPC’s General and Depreciation Panels; and  

 Presenting a TGC witness to speak to TGC Evidence at the hearing.  

 

4. Silence on any issue in this Argument should not be construed as agreement with the positions 

or recommendations of any other party in this proceeding.   

 

2.0 FUEL COSTS 
 

2.1 FUEL PRICES  

 

5. In its 2016/19 Phase 1 GRA, NTPC noted: “Fuel prices used for Test Year forecasts are 

based on the most recently available actual prices, consistent with the method used in the 

2012/14 GRA”.
1
 The basis for determining the fuel prices forecast was explained as follows: 

February 2016 fuel prices provided by the GNWT Fuel Services Division 

were used by NTPC to determine the fuel prices for the GRA. The 

                                                 
1
 X001, p. 4-8. 
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purchased power price used was the February 2016 price provided by 

Imperial Oil Limited. For fuel and purchased power price forecasts in 

2017/18 and 2018/19, the February 2016 price was used with a 2% inflation 

adjustment (increase) per year.
2
 {Emphasis added}  

 

 

6. In response to a request to provide updated fuel prices, NTPC provided the following 

information in its GRA as at July, 2016:
3
 

 
 

7. At the hearing, NTPC was asked to provide a further update to its fuel prices as of the date of 

the hearing i.e. July 10, 2017. NTPC responded that its FSR Filing already reflected the most 

recent fuel prices: 

 
If you could turn up TGC-NTPC10B, table 4, which I 

believe is Exhibit 11, in response to that IR -- 

this is PDF page 221 of that exhibit -- you 

provided a table 4.  Do you know where fuel prices 

have gone since you provided the update in July of 

2016?  Have they gone up or down?  Do you know? 

   

MR. STRANG:  We filed an update to our 

                                                 
2
 X011, TGC.NTPC-10 (a). 

3
 X011, TGC.NTPC-10 (b), Table 4. 
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stabilization fund just recently in May, which had 

all the actual fuel prices up to March 2017.  

 

MR. JEERAKATHIL:  Given that, would you be able to 

update table 4 to add a column for fuel prices as 

of today's date, July 10th, or whatever the most 

recent information is?   

 

MR. STRANG:  The information was already presented 

in the stabilization fund with actual information 

for the territorial-wide fund.
4
 {Emphasis added}   

 

 

8. The TGC recommends NTPC be directed, in its Compliance Filing, to update its Fuel Costs 

using the fuel prices filed in its most recent May 2017 Fuel Stabilization Fund filing, which 

reflected Fuel Prices as of March, 2017.   

 

Summary and Recommendations:  

 

9. NTPC’s 2016/19 GRA reflects fuel prices as of February, 2016. The TGC recommends the 

GRA fuel cost forecast be updated, as part of its Compliance Filing, to reflect the most 

recent fuel prices used in NTPC’s May 2017 Fuel Stabilization Fund Rider application, 

which uses fuel prices as of March, 2017.  

  

                                                 
4
 Transcript of Proceedings, Vol. 1, p. 89, L1-18.  
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2.2 FUEL EFFICIENCY  

 

10. NTPC calculated forecast fuel efficiencies by taking the weighted average of actual fuel 

efficiencies experienced in the years 2012/2013, 2013/2014 and 2014/2015. Using this 3-year 

weighted average method, which was previously approved by the Board, the Test Year 

forecast fuel efficiency was calculated to be 3.587 KWh/liter.
5
  

 

11. The TGC asked for a computation of fuel efficiency including 2015/16, because NTPC has 

actual data for 2015/16 now. NTPC provided this information in response to an undertaking.
6
 

A comparison of the 2015/16 data to 2013/2014 shows that some communities experienced 

significant increases in fuel efficiencies, while others experienced decreases. For example, 

the Inuvik Gas fuel efficiency was 2.74 KWh/L in 2012/13 and increased significantly in 

2015/16 to 3.70 KWh/L.  

 

12. In response to an undertaking to the Board,
7
 NTPC noted: 

In response to Undertaking 4 from the Phase I 

hearing the Corporation provided 2015/16 actual 

fuel efficiencies. The Corporation is proposing to 

adjust the fuel forecast for all Test years using 

the weighted average methodology for the 2013/14, 

2014/15 and 2015/16 actual fuel efficiencies for 

all communities. Table 1 shows the reduction in 

production fuel expense for the Test Years and 

revised Schedules 4.0.2 to 4.0.4 are provided along 

with a revised plant efficiency schedule, in 

attachment Undertaking 28 Attachment 2. 

 

13. By using the 2015/16 actual Fuel Efficiencies and dropping the 2012/13 Fuel Efficiencies, 

NTPC realizes a reduction in fuel expense in each of the Test Years as follows: 

 
Test Year Per March 1, 2017 

Update 

Per July 19, 2017 Update Reduction in Fuel 

Costs 

2016/17 $23.361M $23.125M ($0.236M) 

2017/18 $23.838M $23.596M ($0.242M) 

2018/19 $24.2911M $24.049M ($0.242M) 

    

 

14. In response to an undertaking to the Board, NTPC proposed the following changes to its Test 

Year revenue requirements: 
The Corporation is proposing to adjust the fuel 

forecast for all Test years using the weighted 

average methodology for the 2013/14, 2014/15 and 

                                                 
5
 X001, p. 4-7, Table 4.3. 

6
 X060, Response to Undertaking 4. 

7
 X076, Response to Undertaking 28, p. 3. 
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2015/16 actual fuel efficiencies for all 

communities.
8
 

 

 

15. Since the 2016/17 fiscal year ended March 31, 2017, NTPC should now have the fuel 

efficiencies for this year. In the TGC's view, it is always preferable to use the most recent 

actual results. However, NTPC has refused to provide data relating to the 2016/17 actual fuel 

efficiencies until Cabinet has approved NTPC’s 2016/17 audited financial statements. This 

refusal is disappointing as the request would provide the most accurate determination of fuel 

efficiencies using the most recent fuel efficiency information available to NTPC. In the 

TGC's view, it is unlikely that providing 2016/17 fuel efficiencies to the Board will result in 

the disclosure of information that may be contained in the 2016/17 audited financial 

statements.  

16. The TGC is concerned that the improved engine efficiencies associated with the new engine 

additions
9
 in 2016/17 will not be reflected in customer rates for the current Test Years. This 

is a clear example of how information asymmetry can result in potential harm to customers. 

The Board should direct NTPC, in its Compliance Filing, to update its calculated forecast 

fuel efficiencies by taking the weighted average of actual fuel efficiencies experienced in the 

years 2014/2015, 2015/16 and 2016/17.  

 

Summary and Recommendations:  

 

17. The Board approve the use of 2016/17 Actual Fuel Efficiencies as part of the 3-year 

weighted average method and reduce Fuel Expenses by $0.236M in 2016/17, $0.242M in 

2017/18 and $0.242M in 2018/19. 

 

18. NTPC should have the fuel efficiencies for the 2016/17 fiscal year. However, it refuses to 

provide this data until Cabinet has approved NTPC’s 2016/17 audited financial statements. 

The provision of fuel efficiency data for 2016/17 is unlikely to result in the disclosure of 

information that may be contained in the 2016/17 audited financial statements. 

 

19. The Board should direct NTPC, in its Compliance Filing, to update its calculated forecast 

fuel efficiencies by taking the weighted average of actual fuel efficiencies experienced in 

the years 2014/2015, 2015/16 and 2016/17.  

 

 

 

 

 

 

 

 

 

 

                                                 
8
 X076, Response to Undertaking 28, p. 3. 

9
 Transcript of Proceedings, Vol. 1, p. 95, L5-7. 
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3.0 LINE LOSSES AND STATION SERVICE LOSSES  
 

20. NTPC states: “Line losses and station service were forecast based on a rolling average for the 

previous five years, consistent with the method previously reviewed and approved by the 

Board.”
10

 NTPC initially provided details of its derivation of Thermal Zone Line Loss and 

Station Service only at the aggregated level (all communities combined).
11

 In response to a 

directive from the PUB, it provided details at the plant level.
12

  

 

21. In his filed evidence, provided on behalf of the TGC, Mr. Merani observed that, on a year-

over-year basis, there were some significant variations in Line Loss and Station Service 

percentages for a significant number of thermal plants. In some cases, the experienced loss 

percentage was more than double that of the average of the other 4 years: 

 
…the community of Jean Marie River, for example, 

experienced a line loss of 17.50% in 2013/14; the 

average for all other years in the five years used 

for rolling average is 7.13% in 2016/17, reflecting 

a 145% increase. Similar increases are seen for the 

Test years 2017/18 and 2018/19. Refer as well to 

Merani Evidence Attachment 1 Line Losses, Sheet: 

135JMRiver.
13
    

 

22. Mr. Merani expressed the view that it was inappropriate to mechanically take a 5-year 

average when one or more years exhibit extreme variation from the other years, unless there 

is evidence that such a variation is normal and can be expected in the future. Based on the 

foregoing, Mr. Merani recommended the following: 

 
In my view, these anomalous extreme years tend to 

distort the five-year average and, as such, should 

be removed for purposes of determining the forecast 

percentage levels of station service or line 

losses. I am also of the view that allowing such 

extreme years, and the significant volatility 

entailed thereby, provides NTPC little or no real 

incentive to take actions which would avoid such 

unusually high line or station losses in any given 

year.
14
  

 …. 
Clearly, the five years of data used reflect a 

significant range of losses. Even after removing 

                                                 
10

 X001, p. 4-1. 
11

 X011, TGC.NTPC-8 (d). 
12

 X034, Revised TGC.NTPC-8 (d). 
13

 X039, p. 4, n 1. 
14

 Ibid., para. 7. 
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the most extreme year, significant volatility 

remains. While a much longer rolling average period 

(such as 10 years) may be appropriate as there 

would be more data points and a better averaging of 

results, the five-year rolling average has been 

approved in prior Decisions of the Board. I also 

note NTPC’s reluctance to provide data for any 

period longer than five years. In my view, the 

removal of one year which exhibits an extreme level 

of loss (i.e. in excess of 20% of the average of 

the other 4 years) is a minor change but represents 

a significant improvement over blind adherence to 

the five-year rolling average, while providing NTPC 

some incentive to take corrective actions to reduce 

line and station service losses.
15
 {Emphasis added}  

  

23.  Mr. Merani’s proposed methodology was summarized as follows: 

 
To determine the appropriate threshold at which 

figures from a certain year should be discarded as 

extreme, I took the year when the actual line loss 

or station service loss was greater than 20% of the 

average of the other four years. If this condition 

existed, the anomalous year was excluded from the 

determination of the five-year average, and I made 

an adjustment to the forecast line loss (in MWh) as 

follows:  

 

(i) Apply the revised four-year Line Loss 

average percentage to the Forecast 

Generation to determine the revised Line 

Losses (MWh) for the Forecast Test Year; 

 

(ii) Calculate the reduction in fuel forecast 

(in liters) by applying the difference 

between the NTPC’s Line Loss (MWh) forecast 

and the revised forecast using the method 

described in (i) above, using an average 

fuel efficiency of 3.5 KWh/Litre;  

 

(iii) Calculate the fuel savings by applying the 

reduction in fuel forecast by average cost 

of fuel.
16
 

 

                                                 
15

 Ibid., para. 10. 
16

 Ibid., para. 11. 
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24. Using the foregoing methodology, Mr. Merani recommended a reduction in Line Losses and 

Station Service as follows: $0.075M in 2016/17, $0.065M in 2017/18 and $0.045 in 

2018/19.
17

 

 

25. In its Rebuttal Evidence, NTPC did not appear to disagree with Mr. Merani’s evidence. 

However, it suggested that the proposed adjustment should be symmetrical: 

 
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. 

 

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.
18
 

 

26. The TGC submits that NTPC’s amendment would have the result of increasing Line Losses 

and Station Service costs for the Test Years. In other words, this amendment would actually 

provide an incentive for NTPC to allow Line Losses and Station Service to deteriorate and 

have customers pay for the deterioration.   

 

27. One objective in tweaking the Board-approved 5-year average method was to incent NTPC 

to become more vigilant in its efforts to reduce Line and Station losses, not to make it less 

motivated in these efforts. To this end, the following exchange is instructive: 

 
My question there is:  In this application you have 

sort of had a theme, I think, at least a partial 

theme, that you are looking to, for the test years, 

improve your efficiency and your processes around 

how you operate.   

 

I guess my question is:  Wouldn't you agree with me 

that if you include a higher loss years in the 

average that this would not incent you to attempt 

                                                 
17

 Ibid., para. 12. 
18

 Ibid., p. 6, A4. 
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to reduce losses, and is inconsistent with your 

overall theme to improve service to your customers?   

 

MR. MCLAREN:  I disagree that the corporation 

absent that has no incentive to improve losses or 

station service.   

 

MR. JEERAKATHIL:  But you agree that if losses are 

allowed to be higher, then you can lose more energy 

and you are less efficient.
19
 

 

28. As noted earlier, Mr. Merani’s proposal would provide an incentive to NTPC “to take 

corrective actions to reduce line and station service losses”.
20

 NTPC’s proposed amendment 

to this proposal, i.e. to remove a year when its Line Loss or Station Service is more than 20% 

lower than the average of the other years, would have the impact of eliminating a year when 

the loss percent is low. In effect, NTPC's amendment is crafted to increase costs to customers 

and is contrary to its desire to be more efficient in lowering its Line Loss and Station Service 

percentages, i.e. a desire to “keep those [costs] as low as reasonable.”
21

  

 

29. To the extent NTPC’s amendment to Mr. Merani’s proposal would keep Line Losses and 

Station Service percentages high, it is contrary to NTPC's own stated desire to be more 

efficient in its operations and should be rejected by the Board.  

 

30. The TGC recommends that the Board approve Mr. Merani’s proposed methodology to 

compute the Line Loss and Station Service Loss percentages and reduce costs associated 

with such losses by $0.075M in 2016/17, $0.065M in 2017/18 and $0.045 in 2018/19. 

 

Summary and Recommendations:  

 

31. One objective in tweaking the Board-approved 5-year average method was to incent NTPC 

to become more vigilant in its efforts to reduce Line Losses and Station Service losses by 

taking corrective actions to reduce such losses. NTPC’s amendment to Mr. Merani’s 

proposed computation of Line Loss and Station Service Loss percentages will incent it to 

keep Line Losses and Station Service percentages for the Test Years higher than they 

should be, in effect, increasing costs to customers. NTPC’s amendment is also contrary to 

its own stated desire to be more efficient in its operations. 

 

32. Based on the evidence filed by Mr. Merani, and the methodology advanced therein, the 

Board should reduce Line Losses and Station Service Losses by $0.075M in 2016/17, 

$0.065M in 2017/18 and $0.045 in 2018/19. 

 

  

                                                 
19

 Transcript of Proceedings, Vol 2., p. 306, L7-24.  
20

 X039, para. 10. 
21

 Transcript of Proceedings, Vol 2., p. 307, L23. 
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4.0 NON-PRODUCTION FUEL  
 

33. At the hearing, the TGC produced an aid to cross
22

 showing the year-over-year increases 

(decreases) in non-production fuel and lubricants as follows: 

 

 
 

 

34. NTPC attributed the increased costs in the 2016/17 Test Year relative to the 2013/14 

Forecast, an increase of $0.317M [$1.194M in 2016/17 from $0.877M in 2013/14 Forecast] 

to: 
 
….increased consumption of consumables (lube and 

oil) due to the increased preventative maintenance 

program and higher forecast costs for building heat 

than in the 2013/14 Test Year.
23
 

 

35. NTPC provided no reason for the need to expend more money in Test Years relative to prior 

years at the aggregate level or at the zonal level. Based on the table above, NTPC spent 

$0.310M less in 2015/16A than the year before. When asked to explain this reduction and the 

ramp-up of expenditures in the Test Years, NTPC noted: 

 
MR. STRANG:  The reduction between the two years, 

the two actual years between 2014/15 and 15/16, if 

you refer to Schedule 5.3-1, which is the schedule 

for the Snare zone, you will see that the lube 

grease and antifreeze in 14/15 was $372,000, and 

that decreased to $110,000.  That is a reduction 

due to more diesel generation in the Yellowknife 

zone for the 14/15 fiscal year. 

 

                                                 
22

 X050, TGC Aid to Cross,  
23

 X001, p. 5-5.  

Per March 2017 GRA Filing Update to Reflect 2015/16 Actuals
Cross 2013/14 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

Ref. Forecast Actuals Actuals Actual Forecast Forecast Forecast

Per Sc. 3.0, L3

Non Production Fuel and 

Lubricants 940.25    1,215.05   1,347.81   1,012.88   1,278.19   1,303.76    1,329.83   

Per Sc. 5.3 ,L9

Non Production Fuel and 

Lubricants 877.67    1,127.42   1,267.62   957.14      1,193.65   1,217.52    1,241.87   

Per TGC 13 (a) Reps Common Costs 62.58      87.63        80.19         55.75        84.54        86.24          87.96         

Variance Excl Common Costs

$000 increase (Decrease) 249.75      140.20       (310.48)     236.51      23.87          24.35         

% increase 12.4% -24.5% 24.7% 2.0% 2.0%
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… 

 
The Government of the Northwest Territories, for 

its extreme low-water funding, paid for an amount 

of the diesel fuel and lube fuel that was incurred 

for the 15/16 actual year for the extreme low-water 

event that occurred in the zone.  And that is the 

reason why there is only $110,000 shown, what was 

charged for customers for that fiscal year for 

15/16. 

 

MR. JEERAKATHIL:  I think I got you.  So what you 

are saying is, in 15/16, there was a one-time 

subsidy basically for that, for those amounts, that 

doesn't occur in other years.  Is that right? 

 

MR. STRANG:  There was the extreme low-water 

funding provided by the Government of the Northwest 

Territories to cover the extreme low-water event 

that occurred in the Snare zone for that year. 

 

MR. JEERAKATHIL:  That is an offset to the amount 

that you would spend on this category of cost. 

 

MR. STRANG:  Yes, that is correct.  And that amount 

is shown in our rate stabilization fund updates 

that we just provided to the Board two months 

ago.
24
 

 

 

36. The foregoing explains the significant decrease in non-production fuel costs in the Snare 

Zone in 2015/16A relative to 2014/15A.  

 

37. The TGC asked NTPC to provide detailed explanations in support of year-over-year changes 

in the components of Non-Production Fuel Expense. However, NTPC refused to provide this 

information or to provide details in support of “the increased preventative maintenance 

program and higher forecast costs for building heat than in 2013/14 Test Year.”
25

 It stated, 

for example, that variance analyses are only provided when such variances are in excess of 

$0.125M: 

 

 
Decision 13-2014 identified the threshold for variance 

explanations and O&M expense variance explanations are 

required at the function level when the variance 

                                                 
24

 Transcript of Proceedings, Vol. 1, p. 104, L24-25 – p. 105, L1-7, p. 105, L19-25 – p. 106, L1-18. 
25

 X001, p. 5-5, L12-15.  
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exceeds $0.125 million. Higher plant heating fuel 

costs can be found in account 5103 on schedule 5.3. 

The heating fuel costs increased from $0.094 million 

in the 2013/14 Test Year to $0.201 million in the 

2016/17 Test Year. The 2013/14 and 2014/15 actual 

plant heating costs is similar to the 2016/17 Test 

Year. Increased consumption of consumables due to 

increased preventative maintenance program increased 

the cost for account 5104, Lube, Grease, Antifreeze 

from $0.381 million in the 2013/14 Test Year to $0.615 

million in the 2016/17 Test Year. The increased use of 

consumables for preventative maintenance accounts for 

the $0.259 million increase from 2013/14 to 2014/15 

for account 5104. Vehicle fuel in 2014/15 reduced by 

$0.125 million from the previous year due to decreased 

vehicle usage.
26
  

 

 

38. Not only is NTPC unwilling to provide variance analyses for variances under $0.125M, the 

analyses provided are incomplete and very high level (i.e. NTPC references Schedule 5.3, 

which is the sum of all corresponding Non-Production Fuel expenses for the Snare, Taltson 

and Thermal zones in the aggregate). For example, NTPC discusses the reduction in Vehicle 

Fuel Account 5102 from $0.435M in 2013/14A to $0.310M in 2014/15A, a reduction of 

$0.125M. However, there is no explanation as to why the Test Year forecast for this account 

increases from $0.265M in 2015/16 to $0.378M in 2017/18, an increase of $0.113M or 43% 

compared to 2013/14A.  

 

39. In our view, it is important that NTPC attempt to be as transparent as possible with respect to 

its proposed costs increases in light of the information asymmetry. A failure to provide 

detailed and complete explanations at the zonal level is not in the customers’ best interests.  

 

40. When we examine the year-over-year changes in the Thermal Zone for Non-Production Fuel 

expenses, it is apparent that the proposed increases in the Test Years are still out of line with 

actual costs in prior years: 

 

                                                 
26

 X011, TGC.NTPC-13 (b) and (c).  
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41. A couple of observations are noteworthy from a review of the above table: 

 

(i) Lines 3-4 show that the increase in Thermal Zone in the 2016/17 Test Year 

relative to the 2013/14 Forecast is $0.323M, or some 54%.  

(ii) Line 6 shows that the 3-year average of actual Non-Production Fuel costs, from 

2013/14A to 2015/16A, is some $0.809M. Accordingly, the 2016/17 Test Year 

forecast of $0.926M represents an increase of $0.117M [$0.926-0.809M] or some 

14% [$0.117M/0.809M] from the 3-year average of actual Non-Production Fuel 

costs.  

 

42. NTPC has provided no evidence to support the need for the 2016/17 Test Year forecast Non-

Production Fuel costs for the Thermal zone to be 14% higher than the average of the prior 3 

years for the Thermal Zone. Nor does NTPC provide any evidence as to the rationale in 

support of a 54% increase in 2016/17 Test Year relative to the 2013/14 approved forecast.  

These expenses can vary from year to year (for the Thermal Zone, we see a low of $0.753M 

in 2015/16 and a high of $0.893M in 2013/14). As a result, the TGC recommends using an 

amount equivalent to the average of prior 3-years actual data, $0.809M, for the 2016/17 Test 

Year.  

 

43. At this level, NTPC would still be operating at $0.056M or 7.4% more than it incurred in the 

immediately prior year 2015/16 and $0.028M [0.809M - $0.781M] higher than it incurred in 

2014/15A. Using the average of the prior 3-years actual data, the 2016/17 Test Year forecast 

should be reduced by $0.117M, $0.120M in 2017/18 and $0.122M in 2018/19. 

 

Summary and Recommendations:  

 

44. In the absence of any evidence to support the 54% increase in Non-Production Fuel costs 

in the 2016/17 Test Year over the 2013/14 approved forecast in the Thermal Zone, the 

Board should approve an amount equivalent to the average of the prior 3 years of actuals 

i.e. $0.809M for the 2016/17 Test Year. The 2016/17 Test Year forecast should be reduced 

by $0.117M. For 2017/18 and 2018/19, the proposed reductions are $0.120M and 

$0.122M, respectively. 

 

 

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

Ref. Zone Forecast Actuals Actuals Actual Forecast Forecast Forecast

$000's $000's $000's $000's $000's $000's $000's

1 Sc. 5.3-3, L9 Thermal 603 893 781 753 926 945 964

2

3 Increase in 2016/17 Test Year over 2013/14FC [$000] 323

4 Increase in 2016/17 Test Year over 2013/14FC [in %] 54%

5

6 3-Year Average 2013/14A to 2015/16A 809 -              -             

7 Use 3-Yr Average for 2016/17; escalate 2% each year 809 825             842            

8 Increase in TGC-recommended 2016/17 Test Year Over Prior 3-Yr Average [$000's] 56

9 Increase in TGC-recommended 2016/17 Test Year Over Prior 3-Yr Average [%] 7.4%

10

11 Recommended Reduction (117)          (120)           (122)          
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5.0 O&M  
 

5.1 SALARIES AND WAGES  

 

5.1.1 Payroll – O&M   

 

45. At the hearing the TGC filed an aid to cross-examination
27

 in respect of changes in Payroll 

(Regular and Overtime) as follows: 

 

 
 

 

46. NTPC’s 2013/14 Actual results for Accounts 5001 and 5002, Regular and Overtime Salary 

decreased from the 2013/14 Forecast by $1.66M, or 17.4%. In response to an undertaking, 

NTPC indicated this decrease could be explained as a result of organizational changes: 

 
Regular salaries for plant costs decreased for 

2013/14 actuals relative to the 2013/14 Forecast 

due to organizational changes at NTPC. NTPC 

reorganized a new T&D Division which was now 

included in corporate costs of $7,963 in the 

2013/14 actuals - previously included in plant 

level costs of $8,202 2013/14 Forecast which 

resulted in costs being transferred from plant 

costs to corporate costs. This is seen in the 

differences show in offsetting differences of a 

decrease in $1,660 for plant Payroll regular costs 

against an increase of $1,402 in common costs.
28
 

 

47. Notwithstanding the organizational changes, NTPC’s 2013/14 forecast for Regular Salaries 

[Account 5001] was still higher than the 2013/14 Actual by $0.424M: 

 

                                                 
27

 X050, TGC Aid to Cross-Examination.  
28

 X061, Response to Undertaking 5.  

Per March 2017 Filing 

Account Description 13/14 FC 13/14A 14/15A 15/16 Act 16/17F 18/18F 2018/19F

5001 Payroll REGULAR 8,202        6,376        7,596        7,598           7,739        7,877        7,959        

5002 Payroll  OVERTIME 1,366        1,532        1,594        1,696           1,349        1,366        1,383        

Total 9,568        7,908        9,190        9,294           9,088        9,243        9,342        

Change in $ (1,660)       1,282        104              (206)          155           99             

Change in % -17.3% 16.2% 1.1% -2.2% 1.7% 1.1%

Average Years 13/14A, 14/15A and 15/16A 8,797        

Payroll  OVERTIME as % of 

Total 14.3% 19.4% 17.3% 18.2% 14.8% 14.8% 14.8%
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48. In 2014/15A, we see a $2.0M or 13.5% increase in Salaries even though the number of full-

time equivalents (FTE) remains relatively constant (196.75 FTEs in 13/14A and 197.25 FTEs 

in 2014/15A). Part of the increase may be attributed to “a collective agreement increase 

which added to the increase in 2014/15 actual salaries compared to 2013/14 actuals.”
29

 

However, NTPC did not quantify this amount.  

 

49. The evidence therefore does not explain the significant 13.5% year-over-year increase in 

2014/15 despite the relatively constant base of FTEs. The TGC can only speculate that this 

may be due to a lesser amount of Salaries capitalized in 2014/15A than in 2013/14A. At the 

hearing, NTPC indicated salaries are budgeted by positions and by departments and that 

“department cost is then further allocated out to either capital or overheads or to O&M in this 

case here…”
30

 To enable a better understanding of the derivation of net payroll amounts 

included in Schedule 5.3-0, the TGC recommends the Board direct NTPC to provide a 

reconciliation of the gross amount of salaries (i.e. all payroll-related accounts) to the amounts 

included as O&M in Schedule 5.3-0 in its next GRA, as follows: 

 

(i) Gross Salaries before allocations to Capital; 

(ii) Amount capitalized;  

(iii) Other adjustments to gross Salaries and Overtime; and  

(iv) Net amount charged to O&M in Sc. 5.3-0.  

 

50.  Similarly, the TGC notes that the amounts added to Overhead Rate calculated in each year 

includes non-salary related costs for employees in Asset Management and Engineering (e.g. 

supplies and services, travel and accommodation), Supplies and Services, Travel, and 

                                                 
29

 X061, Response to Undertaking 5. 
30

 Transcript of Proceedings, Vol. 1, p. 109, L20-22.  

Per X061, UT # 5

Account Description 13/14 FC 13/14A 14/15A 15/16 Act 16/17F 18/18F 2018/19F

5001 Payroll REGULAR, UT#5, X061 8,202        6,376        7,596        7,598           7,739        7,877        7,959        

Plant $000 [X001, Sc. 5.3-0] 8,202        6,376        7,596        7,598           7,739        7,877        7,959        

Regional  $000 [YK.NTPC-15, Attachment 2] 618           613           692           1,095           640           664           671           

Corporate $000 [YK.NTPC-15, Attachment 1] 6,556        7,963        8,676        7,998           7,931        8,160        8,246        

15,376      14,952      16,964      16,691         16,310      16,701      16,876      

Year over Year Increase (Decrease) in Total 

Payroll - Regular (424)          2,012        (273)             (381)          391           175           

Y/Y % Increase (Decrease) in Account 5001 -2.8% 13.5% -1.6% -2.3% 2.4% 1.0%

FTE's [TGC.NTPC-12 (d) Table 3] 188.75 196.75 197.25 202.25 200.75 200.75 200.75

Average Salary/FTE $000 81.462     75.995     86.003     82.527         81.245     83.193     84.065     

Year over Year Increase (Decrease) in Average 

Salary/FTE (5.47)         10.01        (3.48)            (1.28)         1.95          0.87          

Y/Y % Increase (Decrease) in Avg Salary/ FTE's 13.2% -4.0% -1.6% 2.4% 1.0%
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Building and Warehouse costs.
31

 To this end, the TGC recommends NTPC provide a similar 

reconciliation to that recommended above for these accounts.  

 

Summary and Recommendations:   

 

51. The Board direct NTPC in its next GRA to provide a reconciliation of the gross amount of 

salaries (i.e. all payroll-related accounts) to the amounts included as O&M in Schedule 

5.3-0, as follows: 

 

(v) Gross Salaries before allocations to Capital; 

(vi) Amount capitalized;  

(vii) Other adjustments to gross Salaries and Overtime; and 

(viii) Net amount charged to O&M in Sc. 5.3-0.  

 

52. As well, the TGC recommends NTPC provide a similar reconciliation to that recommended 

above for (i) supplies and services, travel and accommodation for employees in Asset 

Management and Engineering (ii) Supplies and Services (iii) Travel (iv) Building and (v) 

Warehouse costs.  

                                                 
31

 X011, BR.NTPC-14 (b).  
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5.1.2 FTEs by Division  

 

53. NTPC provided the following breakdown of FTEs by division:
32

 

 
54. However, when asked to provide a similar table for the intervening years 2013/14A, 

2014/15A, 2015/16A and the Test Years 2016/17, 2017/18 and 2018/19, NTPC refused to 

provide the information: 

 

MR. JEERAKATHIL:  Right.  What I am asking you is if you can 

expand that table to include the years I mentioned?  So Table 1 in 

BR.NTPC-9. 

 

MS. WHITFORD:  I am not sure that expanding Table 1 for the 15/16 

actual years would provide any value.  We have given explanations 

for why there is a variance from the last test year to the test year.  In 

terms of number of positions and adding in an actual year, it doesn't 

really change the value of what we have provided already. 

 

MR. JEERAKATHIL:  It gives us an idea of, within those functions, 

how that is changing year over year.  Because all you have there is 

2013/14, all the way to the test year.  So you are missing three or four 

years of data there. 

To us, that doesn't really help understand the 16/17 forecast, because it 

is four years old.
33

 {Emphasis added}  

 

                                                 
32

 X011, BR.NTPC-9 (b). 
33

 Transcript of Proceedings, Vol. 1, p. 113, L4-23.  
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55. NTPC’s refusal to provide information which would serve to give customers and the Board a 

a better understanding of where FTEs are being added or reduced, and in which year, is not 

conducive to testing the Applicant’s case. Such information would allow parties to readily 

discern changes in FTEs by Division for all intervening years since the last Test Year, in this 

case 2013/14. It would also allow parties to assess the reasonableness of labour costs and, 

specifically, to assess whether the cost of new hires in any Test Year is based on the actual 

date of new hires or the mid-year of such new hires.  

 

56. NTPC’s refusal to provide the requested information also flies in the face of the continuity 

schedule it provided for FTEs, albeit on a total aggregated basis, as follows:
34

 

 

 

 
 

57. In our submission, NTPC’s refusal to provide information on FTEs by Division demonstrates 

a lack of transparency on the part of NTPC. Based on the foregoing, the TGC recommends 

that NTPC be directed to provide, at its next GRA, the following information, by Division: 

 

(i) FTEs, beginning of the Year;  

(ii) FTEs added;  

(iii) FTEs transferred;  

(iv) FTEs leaving NTPC; 

(v) Eliminated Positions; and 

(vi) FTEs, end of Year.  

 

58. Further, for changes in FTEs forecast for the Test Years, NTPC should provide the basis of 

calculating the change in costs i.e. whether based on if the FTE was added or removed on a 

mid-year basis as opposed to a specific forecast date.  

 

Summary and Recommendations:  

 

59. NTPC be directed to provide, at its next GRA, the following information, by Division: 

 

(i) FTEs, beginning of the Year;  

(ii) FTEs added;  

(iii) FTEs transferred;  

                                                 
34

 X011, TGC.NTPC-12 (d), Table 3.  
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(iv) FTEs leaving NTPC; 

(v) Eliminated Positions; and 

(vi) FTEs, end of Year.  

 

60. NTPC should provide the basis of calculating the change in costs, i.e. whether based on if 

the FTE was added or removed on a mid-year basis as opposed to a specific forecast date 

in a Test Year.  
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5.1.3 Casual Labor  

 

 

61. The TGC provided the following aid to cross in respect of changes in Casual Labor [Account 

5003-5004] costs:
35

 

 

 
 

 

62. NTPC defined Casual Labor as follows: 

 
MR. STRANG:  Casual labour includes people who 

would be on strength for less than four months.  It 

also includes summer students in that nature.  For 

example, if you have something going on, work in a 

smaller community and you need some help with that, 

you would hire a casual labourer or we -- I am a 

product of a summer student position, so we fully 

endorse summer students at the Northwest 

Territories Power Corporation; I just had to get 

that on the record.  So that is what comprises 

casuals.
36
 

 

                                                 
35

 X050, TGC Aid to Cross-Examination. 
36

 Transcript of Proceedings, Vol. 1, p. 117, L1-11. 

NTPC 2016/19 General Rate Application

Exhibit: 

TGC Aid to Cross-Examination - Casual Payroll Date:

Table 1 TGC NTPC 12 a-b [Amended to Reflect 2015/16 Actuals]

Account Description 13/14 FC 13/14A 14/15A 15/16 A 16/17F 18/18F 2018/19F

5001 Payroll REGULAR 8,202            6,376            7,596            7,598            7,739            7,877            7,959            

5002 Payroll  OVERTIME 1,366            1,532            1,594            1,696            1,349            1,366            1,383            

5003 CASUAL Payroll  REGULAR 370                643                489                544                434                614                619                

5004 CASUAL Payroll  OVERTIME 70                  191                110                103                63                  64                  64                  

TOTAL 10,008          8,742            9,789            9,941            9,585            9,921            10,025          

5005 FRINGE BENEFITS 3,328            2,821            3,070            2,979            3,131            3,208            3,241            

33.3% 32.3% 31.4% 30.0% 32.7% 32.3% 32.3%

5003 CASUAL Payroll  REGULAR 370                643                489                544                434                614                619                

5004 CASUAL Payroll OVERTIME 70                  191                110                103                63                  64                  64                  

440                834                599                647                497                678                683                

Change in $ 394                (235)              48                  (150)              181                5                    

Change in % 89.5% -28.2% 8.0% -23.2% 36.4% 0.7%

Payroll  OVERTIME as % of Tot 15.9% 22.9% 18.4% 15.9% 12.7% 9.4% 9.4%

Phase 1

July 9, 2017
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63. When asked about the 90% or $0.394M increase in Casual Labor Accounts 5003-5004 in 

2013/14A compared to 2013/14F [$0.834/0.440M], NTPC stated it could not explain this 

variance.
37

  

 

64. Notwithstanding the lack of explanation from NTPC, the TGC notes that the primary 

difference appears to be isolated to the Thermal Zone, where the 2013/14F was $0.380M and 

the 2013/14A was $0.755M,
38

 an over-spend of about $0.375M or some 99%. NTPC has 

provided no explanation with respect to the cause of this variance in Casual Labor costs; nor 

is there any evidence on the record of any unusual issues in the Thermal Zone in 2013/14A 

that may have triggered a massive increase in Casual Labour.   

 

65. With respect to the increased casual labour expense in the Test Years 2017/18 of 36.4% and 

a further increase of 0.7% in 2018/19, NTPC states: 

 
Our question is how do you derive the forecasts in 

the test years for the casual payroll and regular 

overtime given the fairly significant variability 

in the costs from year to year? 

 

MR. STRANG:  The 2016/17 forecast was derived from 

our bottom-up budgeting process, where all managers 

do a bottom-up process, identify their summer 

students they need and the casual labour they have.  

The increase that you see in 17/18 and in 18/19 is 

as a result of increased summer students in our 

remote communities, which we identified in Chapter 

5 of our application.
39
 {Emphasis added}  

 

 

66. In its GRA, NTPC states: 
 

The Corporation is also strengthening the next 

generation of NTPC employees and increasing 

succession plans through creation of 22 part time 

summer student positions assisting Plant 

Superintendents in remote communities. This is for 

the 2017/18 and 2018/19 Test Years and increased 
salary and wages by $0.220 million in 2017/18 and 

$0.224 million in 2018/19.
40
 {Emphasis added}  

 

67. For the Thermal Zone, the 22 Part Time summer student positions increases the costs of 

Casual Labor from $0.375M to $0.547M in 2017/18 and $0.550M in 2018/19, an increase of 

                                                 
37

 Transcript of Proceedings, Vol. 1, p. 117, L12-23. 
38

 X035, Schedule 5.3-3, Accounts 5003-5004. 
39

 Transcript of Proceedings, Vol. 1, p. 118, L16-25 – p. 119, L1-4. 
40

 X001, P. 5-5.  
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about $0.172M or 46% in each year compared to 2015/16A. While the intent of creating as 

many as 22 Part Time summer student positions may be laudable, NTPC has not provided 

evidence that the proposed increase in the number of summer students is reasonable, or will 

in fact result in a “next generation of NTPC employees” or contribute to effective 

“succession planning”. 

 

68. The TGC is not suggesting that there should be no summer student employment in the Test 

Years 2017/18 and 2018/19. However, the issue is how many students NTPC really requires 

to ensure succession planning.  

 

69. Ignoring the unexplained increase in actual Casual Labour costs of $0.390M (or 90%) in 

2013/14A over the 2013/14F discussed above, and assuming that the actual costs in 2013/14 

were an anomaly, the TGC notes the average actual costs in the Thermal Zone for the next 2 

years, 2014/15A and 2015/16A are approximately $0.459M ([$0.443M+0.476M]/2, per 

Schedule 5.3-3, Account 5003]. The TGC notes that the forecast costs in the Thermal Zone 

for the first Test Year 2016/17 are lower at $0.375M than the $0.459M average in the two 

prior years. The Thermal Zone forecast for Test Years 2017/18 and 2018/19, at $0.547M and 

$0.550M, appears excessive in light of actuals for the prior 2 years, 2014/15A and 2015/16A 

of $0.459M, as well as the $0.375M forecast for 2016/17 Test Year.   

 

70. The TGC therefore recommends that Casual Labour forecast costs be reduced by $0.078M in 

2017/18 and $0.072M in 2018/19, as follows: 

 

 
 

71. The revised 2017/18 and 2018/19 Test Year forecasts, of $0.468M and $0.478M, still 

represent an increase over the 2016/17 Test Year forecast of $0.375M, and represent an 

average increase of about 26% [$0.468/$0.375] compared to the 46% [$0.547/0.375] 

proposed by NTPC. Given the evidence noted above that hiring of 22 summer students will 

result in an increase in labour costs of about $0.220M,
41

 or about $0.010M/summer student, 

the proposed increase of $0.093M [$0.468-0.375] in 2017/18 will allow NTPC to hire 

approximately 9 Part Time summer students in remote communities/Thermal Zone. 

 

 

 

 

                                                 
41

 Ibid.  

Account Description 2013/14 FC 2013/14A 2014/15A 2015/16 A 2016/17F 2017/18F 2018/19F

1 5003

CASUAL Payroll  REGULAR - 

Thermal 317 576 443 476 375 547 550

2

3 Thermal Zone Average 2014/15 and 2015/16 459             468             

4 Escalate for inflation at 2% 9                  9                  

5 Total 468             478             

6

7 Reduction (78)              (72)              
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Summary and Recommendations:  

 

72. The intent of creating as many as 22 Part Time summer student positions may be laudable; 

however, NTPC has not provided evidence that the proposed increase in the number of 

summer students is reasonable or will in fact result in a “next generation of NTPC 

employees” and contribute to effective “succession planning”. The TGC recommends 

Casual Labour forecast costs be reduced by $0.078M in 2017/18 and $0.072M in 2018/19. 

With this reduction, NTPC will still be able to hire some 9 Part Time summer students.  

 

5.1.4 Fringe Benefits  

 

73. The TGC notes that the Fringe Benefit included in NTPC’s GRA
42

 is a hard-coded number. 

NTPC was asked to provide a “detailed breakdown of salaries and wages shown on Table 

5.1; this detail should include amounts for employment benefits such as Employment 

Insurance, Canada Pension Plan, Health Insurance, Public Service Pension Plan, Northern 

Living Allowance, and Local Differential Payments”
43

,  as well as the “basis of calculating 

the year over year escalation” for each of the employee benefits.”
44

 In response, NTPC noted 

that details “of fringe benefits can be found in schedules 5.3-0 to 5.3-3 in account 5005”.
45

 

However, no such detail exists in the referenced schedules.  

  

74. In response to a question at the November 30, 2016 Technical Meeting, NTPC was again 

asked to provide details in respect of the calculations of Fringe Benefits and responded as 

follows: 

 
We did provide the fringe benefit costs as a 

percentage in Table 1 [of TGC.NTPC-12 (a-b)], and 

that it is a constant. We didn’t break it down 

because the amount of work it would have taken to 

do that, and that it would take at least two weeks 

to do. It is constant over time, and that is how we 

answered that question. 

 

….The fact is that our accounting software does not 

track that.
46
 

 

75. At the hearing, NTPC indicated: 

 
It is very difficult for us to break out our fringe 

benefits by component for Canada Pension Plan, for 

any type of life insurance items such as that. This 

was discussed I believe at the 1214 or even the 68 

right application.  It is very difficult for us to 

                                                 
42

 X035, Schedule 5.3-1 to 5.3-3, Account 5005.  
43

 X011, TGC.NTPC-12 (a). 
44

 X011, TGC.NTPC-12 (b). 
45

 X011, TGC.NTPC-12 (a) and (b).  
46

 OUTSTANDING  
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break that out.  We provide the total component for 

it, which is our evidence that -- it is just 

really, really difficult to try to break that 

out.
47
 {Emphasis added}  

 

76. NTPC also confirmed it employed a “percentage method…to calculate fringe benefits”
48

 and 

that this percentage would be adjusted for any known changes: 

 
We would look at historical fringe cost to actuals, 

look at any changes that we see in, say, CPP or any 

of our other type of items that fit into fringe 

benefits, and see if they are changing.  

 

If, say, for example, CPP is going up by two 

percent, we would say, okay, well, let's update our 

forecast by that two percent.  It is more of a 

higher level than what you are suggesting.
49
 

{Emphasis added} 

 

77. The TGC notes NTPC has adduced no evidence of any known changes in the rates for 

calculating any of the components of Fringe Benefits.  

 

78. In the absence of any evidence to justify the proposed Fringe Benefits costs proposed for the 

Test Years, the TGC submits it is appropriate to use the weighted average of the actual 

Fringe Benefits percentage for the actual years [2013/14, 2014/15 and 2015/16] provided in 

Response TGC.NTPC-12 (a-b). This approach results in a reduction to the Test Year 

forecasts, as demonstrated in the following table: 

 

 
                                                 
47

 Transcript of Proceedings, Vol 1., p. 121, L8-17.  
48

 Transcript of Proceedings, Vol. 1, p. 122, L2-3.  
49

 Transcript of Proceedings, Vol. 1, p. 122, L16-25. 

Account Description 2013/14 FC 2013/14A 2014/15A 2015/16 A 2016/17F 2017/18F 2018/19F

5001 Payroll REGULAR 8,202          6,376          7,596          7,598          7,739          7,877          7,959          

5002 Payroll  OVERTIME 1,366          1,532          1,594          1,696          1,349          1,366          1,383          

5003 CASUAL Payroll  REGULAR 370             643             489             544             434             614             619             

5004 CASUAL Payroll  OVERTIME 70               191             110             103             63               64               64               

TOTAL 10,008        8,742          9,789          9,941          9,585          9,921          10,025        

5005 FRINGE BENEFITS 3,328          2,821          3,070          2,979          3,131          3,208          3,241          

33.25% 32.27% 31.36% 29.97% 32.67% 32.34% 32.33%

Average 2013/14 to 2015/16A 31.20% 31.20% 31.20% 31.20%

Proposed Reduction in Fringe Rate -1.47% -1.14% -1.13%

Revised Fringe Benefits Using 3-

Yr Average (141)           (113)           (113)           
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79. The TGC appreciates the determination of Fringe Benefit components, such as employment 

benefits such as Employment Insurance, Canada Pension Plan, Health Insurance, Public 

Service Pension Plan, Northern Living Allowance, and Local Differential Payments, may be 

“difficult” to forecast as NTPC put it. However, a high-level approach to estimating Fringe 

Benefits is not in the best interests of customers. The TGC notes, for example, that NTPC’s 

high-level approach resulted in an over-collection in 2013/14F. The 2013/14F Fringe Benefit 

rate was 33.25%, while the actual rate was 32.27%, resulting in an over-collection of some 

$0.098M [(33.25%-32.27%)*$10.008M] in 2013/14. Given the admitted difficulty NTPC has 

in forecasting these costs, an average of historical results would be appropriate.  

 

80. The Board should therefore direct NTPC, at its next GRA filing, to set up internal systems 

capable of generating a forecast for each component of Fringe Benefits. 

 

Summary and Recommendations:  

 

81. The TGC submits it is appropriate to use the average of the actual Fringe Benefits 

percentage for the actual years [2013/14, 2014/15 and 2015/16] provided in Response 

TGC.NTPC-12 (a-b). Using this approach, the TGC recommends a reduction of $0.141M 

in 2016/17, $0.113M in 2017/18 and $0.113M in 2018/19.  

 

82. The Board should direct NTPC, at its next GRA filing, to set up internal systems capable 

of generating a forecast for each component of Fringe Benefits. 
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5.2 NEW CUSTOMER SERVICE DIVISION  

 

83. In 2016/17, NTPC created a new Customer Services Division and provided the following 

explanation in support: 

 

The Corporation as discussed in Section 1.3 has a number of customer 

service excellence initiatives and a new strategic direction to improve and 

meet the needs of our customers. As part of that initiative a new Customer 

Service Division has been established with the creation of positions for a 

Director, a Manager, and a Distribution Technologist. As well one Customer 

Service Representative has been increased from part time to full time. In 

conjunction with these new positions the Corporation has refocused existing 

positions to improve customer service.
50

  

 

 

84. While it shows the Customer Service Dvision to be staffed with 11 FTEs,
51

 NTPC confirmed 

that only 3.5 FTEs were added.
52

 The balance of the FTEs therefore are employees who have 

been re-assigned to this newly created Division.
53

  

 

85. NTPC has adduced insufficient business rationale to justify what appear to be significant 

costs for this new Customer Services Division. NTPC did not identify the incremental costs 

of this new Division in its GRA Filing, but at the hearing,
54

 it provided some of the costs, 

which are summarized in the table below: 

 

 

 
 

86. In addition, NTPC noted there are costs related to the new Customer Services Division in 

Account 8886, Billing and Customer Accounting.
55

 As seen from the table above, NTPC 

ramped up its costs in Account 8803, Customer Service, in a significant manner in 2013/14, 

increasing the costs from a forecast of $0.461M to actual of $1.098M, a 138% increase. 

                                                 
50

 X001, p. 5-4.  
51

 X011, BR.NTPC-9 (b), Table 1, FTE by Division.   
52

 X001, GRA p. 5-3, Table 5.2; Transcript of Proceedings, Vol. 1, p. 124, L19-23.  
53

 Transcript of Proceedings, Vol. 1, p. 125, L5-8.  
54

 Transcript of Proceedings, Vol.1, p. 125, L9-25 – p. 127.  
55

 Transcript of Proceedings, Vol. 1, p. 127, L11-12.  

Customer Service 
Account Description 2013/14 FC 2013/14A 2014/15A 2015/16 A 2016/17F 2017/18F 2018/19F

8162 CSM maintenance 27 105 34 60 61 62

8163 Distribution related (Service Desk Management) 113 0 21 164 144 145 147

8803 Customer service 347 1,072 997 1,029 1,568 1,591 1,609

461 1,098 1,124 1,226 1,772 1,797 1,818

Increase from Year To Year 637 26 102 545 26 21

138% 2% 9% 44% 1% 1%
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Then, commencing in the 2016/17 Test Year, NTPC now seeks an additional $0.545M, or 

44% more than the year before. These increases are significant. 

 

87. NTPC states its customers are demanding more and better customer service: 

 
MR. STRANG:  As a company, we have heard from our 

customers that they want improved customer service.  They 

want the Twitter feeds on power outages.  They want the 

improved website.  They want more direct knowledge with 

us as a utility. 

 

It is difficult to try to quantify the cost of something 

that is being requested and something that we feel that 

we need to do to provide for our customers to break that 

out.  If you are trying to compare customer service from 

the 2000 levels, where the direct -- the only contact we 

had with our customers was them getting a bill, versus 

now, where they can come on to our website, they can ask 

us questions and respond to Twitter feeds and things of 

that nature, and these are all things that our customers 

are asking of us, in this, to perform, to be able to pay 

their bills online. 

 

It is difficult to sit and say in the year 2017 that the 

customer service that we are providing our customers 

would be okay at a 2000 level or a 1985 level, where we 

had one number and you essentially called the customer 

service rep at the local office.  That is not what we 

trying to hear from our customer base, given the 

technology changes we are facing with our customers.  So 

it is very difficult to try to quantify that answer that 

you are asking.
56
 

 

 

88. NTPC’s assertions that customers are requesting increased levels of customer service are 

contrary to evidence in this hearing. For example: 

 

(i) The Board has heard from a number of customers that NTPC should contain its 

costs.  

(ii) NTPC has filed no evidence that customer surveys indicate a strong desire for 

improved customer service. On this point, the evidence is that NTPC’s qaulity of 

service is satisfactory, as noted in the following exchange: 

 
MR. JEERAKATHIL:  Thank you.  But is it fair 

to say that your desire to create a new 

                                                 
56

 Transcript of Proceedings, Vol. 1, p. 128, L6-25 – p. 129, L1-9.  
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customer service division isn't based on 

customer feedback that your customer service 

was poor.  Is that fair? 

 

MR. STRANG:  We do conduct customer surveys 

where we do track the metrics.  A lot of it, 

the improvements that we dealt with, were 

what customers were saying the level of 

service they wanted to receive.  Obviously, 

we always try to achieve improvements in all 

of our customer service that we do.  So I 

would not qualify the customer service as 

poor before.  However, as a utility, we 

always want to continuously improve.
57
 

{Emphasis added}  

 

(iii)  Further, NTPC’s customer service levels compare favourably with other utilities: 

 

MR. JEERAKATHIL:  But you would agree that 

your recent customer survey results 

position you favourably against southern 

utilities, or your southern peers?  I am 

quoting from an IR response, TGC.NTPC-12E. 

 

MR. STRANG:  Yes, that is correct. 

 

MR. JEERAKATHIL:  Thank you.  And really, 

with the new CS division, you are trying to 

go to sort of best practices within the 

industry, advancing technology and that 

type of -- that is what is behind the 

initiative? 

 

MR. STRANG:  Yes, that is correct.
58
 

 

89. The foregoing factors do not warrant grating an approval for another half a million dollars in 

each Test Year  over the 2015/16 actuals. NTPC appears to jusfiy spending the extra dollars 

as follows: 

 
While recent customer survey results position NTPC 

favorably against our southern peers, opportunities 

exist to improve our delivery of these customer 

services. Adopting best industry practices, processes 

and procedures as well as introducing advances in 

                                                 
57

 Transcript of Proceedings, Vol. 1, p. 132, L11-25.  
58

 Transcript of Proceedings, Vol. 1, p. 133, L1-14. 
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technology around metering, customer communication and 

electronic workflow will elevate the customer 

experience. Furthermore, refinement in how personal 

interactions with customers are undertaken will ensure 

that customers receive professional, knowledgeable and 

compassionate customer assistance. Monitoring the 

performance of the Customer Service Division includes 

performance metrics on billing accuracy and timeliness, 

performance metrics on collections effectiveness, call 

handling performance and independent customer 

surveys.
59
 {Emphasis added}  

 

90. With respect, the level of service identifed in the above response are a luxury customers 

cannot afford, especially when considered in light of the fact that NTPC compares favourably 

with its southern peers. Futhermore, to suggest that the new Customer Services Division will 

ensure customers receive “professional, knowledgeable and compassionate customer 

assistance” suggests these attributes are somehow not present today. However, NTPC has 

adduced no evidence that these attributes are lacking. It is our submission that these attributes 

have always been a part of NTPC’s core values and are not something new which should 

now be implemented.  

 

91. Simiarly, customers expect that sufficient internal contols currently exist to ensure billing 

accuracy and timeliness, collection efficectivenss, call handling, etc. Again, NTPC has 

shown no evidence to indicate these functions are not carried out effecitvely or efficently at 

the present time or that an entire new Customer Services Division is needed for the sole 

purpose of ensuring that these functions are properly carried out.  

 

92. Based on the foregoing, the TGC submits NTPC’s request for a new Customer Services 

Division should be rejected. NTPC should be directed to provide an accurate dollar figure of 

all incremental costs which have been included in the Test Years and remove these dollars 

from its requested revenue requirements for the Test Years.  

 

Summary and Recommendations: 

 

93. NTPC has not provided an adequate justification for a Customer Services Devsion. While 

it could not identify the incremental costs of this new Division in its GRA, it appears the 

additional costs it is seeking may be in excess of $0.5M in each of the 3 test Years. NTPC’s 

assertions that customers are requesting increased levels of customer service are contrary 

to evidence in this hearing.  

 

94. The needs identifed in the above response are luxuries NTPC's customers cannot afford. 

First, NTPC compares favourably with its southern peers. Second, there is no evidence 

NTPC cannot provide “professional, knowledgeable and compassionate customer 

assistance” in the absence of this new Division. Third, customers expect there to be 

sufficient internal contols to ensure billing accuracy and timeliness, collection 

                                                 
59

 X011, TGC.NTPC-12(e).  
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efficectivenss, call handling, etc. No evidence has been presented to suggest these 

functions are not carried out effecitvely or efficently at the present time or that an entire 

new Customer Services Division is needed simply to ensure these functions are properly 

carried out.  

 

95. NTPC should be directed to provide an accurate dollar figure of all incremental costs 

which have been included in the Test Years and remove these dollars from its requested 

revenue requirements for the Test Years.  
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5.3 BRUSHING  

 

96. NTPC’s actual and forecast brushing expenses are as follows:
60

 

 

 
 

 

97. In Decision 1-2013 regarding NTPC’s 2012/14 GRA, the Board directed NTPC to refile 

brushing expenses based on 5 actual year average brushing costs: 

 
The Board recognizes the treatment of brushing 

expense as a deferred cost can result in smoothing 

out the lumpiness of these expenditures by zone. 

However, the Board is concerned that treatment of 

brushing on a deferred cost basis takes away the 

incentive to be efficient in terms of the scope and 

type of the brushing programs and the corresponding 

costs. The Board agrees with the TGC that NTPC is 

free to manage its brushing program within the 

budgeted costs, without a need for true-up. 

Accordingly, the Board is not prepared to approve 

NTPC's request for deferred cost treatment of 

brushing costs.  

 

The Board directs NTPC to include, in its 

Compliance Filing Application, annual brushing 

costs for each zone based on the 5 actual year 

average brushing costs with due adjustment for 

inflation and any forecast scope changes.
61
 

{Emphasis added}  

 

                                                 
60

 X050, TGC Aid to Cross. 
61

 Decision 1-2013, p. 54. 

NTPC 2016/19 General Rate Application

Exhibit: 

TGC Aid to Cross-Examination - Brushing Date:

Source: Attachment 1, TGC NTPC 14 (b) Board Directive 3 for 2011/12 to 2014/15A; 

Source: Sc. 5.1-1 to 5.1-4 for 2015/16A to 2018/19F
assumed that data on TGC 14 (a) is for both T&D

 Avg 5 yrs 

actual 

Description 11/12A 12/13A 13/14A 14/15A 15/16A 16/17F 17/18F 18/19F

Brushing Acct 8872 and  8881

Snare 1 213 26 47 2               320           327           333           58                   

Taltson 133 39 8 553 571           315           322           327           261                 

Thermal 395 0 11 25 120           75             77             78             110                 

529 252 45 625 693           710           726           738           429                 

Phase 1 050

July 9, 2017
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98. NTPC agreed it had not followed the foregoing direction in requesting the forecast Brushing 

Expenses for the Test Years.
62

 It stated that brushing is a lumpy expense due to the cyclical 

nature of this expense. Its position was summarized as follows: 

 
MR. JEERAKATHIL:  Thank you.  So what you are 

saying is because some communities require brushing 

around the trees, around the distribution lines and 

others don't, you wait for there to be enough to 

justify a brushing program?  And then you would 

conduct a brushing program, and so you [have] a 

lumpy expense in a particular year, is that right? 

 

MR. STRANG:  Yes, that is correct.
63
 

 

99. Further, NTPC provided the following rationale for the increase in brushing expense from the 

prior 5-year average of $0.429M to an amount in excess of $0.7M in the Test Years: 

 
As per our previous conversation we just had about 

the cyclical nature of our brushing program, we are 

coming up to a time where a lot of our...for the 

next three years, we feel that the amount that is 

required to be brushing is approximately $700,000, 

which has been shown for the last two...actual 

costs for the last two fiscal years was just under, 

the average was just $700,000. 

 

Due to the cyclical nature of our brushing program, 

the next three years up to the 2019 test year, this 

is coming into a time when we will be increasing 

our brushing program, due to the cyclical nature of 

the brushing.
64
 {Emphasis added}  

 

100. While NTPC discusses “increasing our brushing program”, it provides no details as to 

why the scope of brushing needs to be maintained at approximately $0.7M per year. At this 

level, there would be a 5-year cycle [2014/15 to 2018/19] where the costs are at this level. 

The evidence does not support a 5-year cycle that has more or less the same level of brushing 

expenditures. For example, for the 5 years from 2007/08 to 2011/12, brushing costs varied 

from a low of $0.114M in 2008/09 to a high of $0.549M in 2011/12.
65

 In the current GRA, 

we see that over a 5-year period from 2011/12 to 2015/16, brushing expenses ranged from a 

low of $0.045M to a high of $0.693M. The suggestion that NTPC needs a constant funding 

of $0.7M over the 5-year cycle from 2015/16 to 2018/18, is not credible in light of the 

evidence that brushing is a cyclical and lumpy expense.   

                                                 
62

 Transcript of Proceedings, Vol. 1, p. 140, L6-8.  
63

 Transcript of Proceedings, Vol. 1, p. 135, L23-25 – p. 136, L1-7.  
64

 Transcript of Proceedings, Vol. 1, p. 139, L4-17.  
65

 2012/14 Phase 1 GRA Compliance Filing Response BR.NTPC-4 (c) and (d), Table 1. 
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101. If the Board were to allow the requested levels of brushing costs for the Test years, the 5-

year average brushing costs [2014/15 to 2018/19] would amount to $0.698M, some 2.54 

times the 3-year average of $0.275M noted above. In the absence of any evidence as to the 

scope of brushing work to be undertaken, NTPC's proposal to maintain a constant brushing 

expense level of approximately $0.7M over a 5-year period is contrary to its own evidence 

that brushing is an lumpy expenditure: there will be years that NTPC will not have to spend 

the proposed amounts. For example, we note that, even though the Board approved a forecast 

amount of $0.560M for 2013/14, NTPC actually spent significantly less, some $0.045M.  

 

102. The TGC submits NTPC has filed nothing new to justify ignoring the Board's 

determination in Decision 1-2013, referenced above. The TGC submits the Board determined 

that brushing expenses should be based on a 5-year average fully aware that brushing was a 

lumpy expenditure. The Board also noted the 5-year average should have “due adjustment for 

inflation and any forecast scope changes.”
66

  

 

103. Other than generic statements that brushing is a lumpy expenditure due to its cyclical 

nature, and that “we feel that the amount that is required to be brushing is approximately 

$700,000,”
67

 NTPC has adduced no evidence as to why the scope of its brushing program 

needs to approach $0.7M per year over a 5-year period from 2014/15 to 2018/19. For 

example, NTPC has provided no evidence of the length of lines and unit rate assumptions 

used for the purposes of its proposed brushing program in the Test Years and how these 

inputs compare to the brushing program undertaken in the last 5 years.  

 

104. The TGC notes that in its 2012/14 Phase 1 GRA Compliance Filing Response BR.NTPC-

4,  NTPC provided specific information as to the cost per kilometres as well as the rate(s) 

used for Transmission and Distribution vegetation management: 

 
The unit price for brushing varies by location due to 

ease of access, level of growth and geographical 

concerns. The Corporation has approximately 600 

kilometers of transmission lines associated with the 

Snare, Bluefish and Taltson systems and approximately 300 

km of distribution lines. 

 

The distribution line clearing expense from 2009/10 to 

2011/12 averaged $15,000 per kilometer. Distribution line 

clearing is typically more expensive than transmission 

line brushing, on cost per km basis, due the requirement 

that contractors must have personnel qualified to work 

closer than 10 feet from distribution line conductors. In 

addition contractors doing distribution line clearing 

must use insulated aerial lifts (bucket trucks), clip and 

                                                 
66

 Ibid. 
67

 Transcript of Proceedings, Vol. 1, p. 139, L8-9. 
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remove all debris and work in close proximity to private 

property and buildings. 

 

Based on industry practice and current market pricing the 

Corporation forecasts that transmission brushing costs 

will range from $5,000 to $8,000 per kilometer, averaging 

$6,500 per kilometer. The Corporation’s vegetation 

management plan includes clearing approximately 50 to 100 

km of block transmission and distribution lines per year 

with a focus on transmission line clearing in the near 

future. Annually on average the Corporation expects to 

spend $487,000 (75 km x $6,500) for transmission line 

clearing with an additional $70,000-$100,000 for 

distribution line clearing related to emergency work for 

key danger trees and smaller brushing projects in smaller 

communities.
68
 

 

105. In light of all of the foregoing, the TGC recommends NTPC be directed to continue to 

comply with the Board's direction in Decision 1-2013, i.e. to calculate annual brushing 

expenses for each zone based on an average of the 5 years of actual brushing costs. In the 

aggregate, brushing costs should be reduced as follows: $0.273M in 2016/17, $0.279M in 

2017/18 and $0.283M in 2018/19, as shown in the following table: 

 
 

106. NTPC should be directed to provide, in its Compliance Filing, a breakdown of these 

reductions on a zonal basis. 

  

Summary and Recommendations:   

 

107. NTPC proposes to increase its brushing program, but provides no explanation with 

respect to why the scope of brushing needs to be maintained at approximately $0.7M for 

each of the Test Years. There is no evidence in the prior 2012/14 Phase 1 GRA, or in the 

current 2016/19 Phase 1 GRA, to support a 5-year cycle with more or less than same level 

                                                 
68

 2012/14 Phase 1 GRA Compliance Filing Response BR.NTPC-4 (c) and (d). 

Description 11/12A 12/13A 13/14A 14/15A 15/16A 16/17F 17/18F 18/19F

Brushing Acct 8872 and  8881

Snare 1 213 26 47 2               320           327           333           

Taltson 133 39 8 553 571           315           322           327           

Thermal 395 0 11 25 120           75             77             78             

529 252 45 625 693           710           726           738           

429           

Apply 2% Inflation to 5-Yr Average 437           446           455           

Proposed Reduction (273)         (279)         (283)         
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of brushing expenditures. The need to maintain a constant brushing expense level of 

approximately $0.7M over a 5-year period is contrary to NTPC’s own evidence that 

brushing is an lumpy expenditure: there will be years that it will not have to spend the 

proposed amounts.  

 

108. NTPC has filed nothing new to justify ignoring the Board's determination made in 

Decision 1-2013 respecting the use of a 5-year average of actual brushing expenses. In 

making this determination, the Board was fully aware that brushing was a lumpy 

expenditure.  

 

109. Using a 5-year average of actual brushing expenses, the Test Year forecast should be 

reduced as follows: $0.273M in 2016/17, $0.279M in 2017/18, and $0.283M in 2018/19. 

NTPC should be directed to provide, in its Compliance Filing, a breakdown of these 

reductions on a zonal basis. 
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5.4 PLANT LEVEL MAINTENANCE AGREEMENTS – ACCOUNT 5502  

 

110. NTPC provided the following details in respect of actuals and forecasts in respect of 

Plant Level Maintenance Agreements:
69

 

 

 
111. In light of the significant increase in these costs since the 2013/14F, NTPC was asked to 

provide a variance analysis of these costs. It declined to provide this information: 

 
Decision 13-2014 identified the threshold for 

variance explanations and O&M expense variance 

explanations are required at the function level 

when the variance exceeds $0.125 million. The 

variance identified is below NTPC’s $0.125M 

threshold.
70
 

 

112. In its ruling dated December 21, 2016, the Board clearly held that NTPC cannot blindly 

apply the $0.125M threshold in all cases, rather: 

 
In the Board’s view the materiality threshold for 

variances (respecting the report of finances and 

operations) or the number of years of historical 

information to be provided in support of forecast 

information, all as set out in MFR Decision 13-

2014, must be viewed as high level guidance; any 

information requests that are in question due to 

the strict application of the parameters in the MFR 

Decision, must be assessed and evaluated in light 

of whether the information is relevant and 

necessary to test the veracity of forecasts or to 

demonstrate a broader principle or concern 

involving the utility’s internal systems, 

procedures and practice.
71
 {Emphasis added}  

 

 

113. At the hearing, NTPC was asked to comment on why these expenses increase 

commencing in the Test Year 2016/17, as noted in the table above. NTPC explained: 

                                                 
69

 X035, Schedule 5.3-0, Account 5502. 
70

 X011, YK/HR.NTPC-5(i).  
71

 X033, PUB Letter dated December 31, 2016. 

Account Description 2013/14 FC 2013/14A 2014/15A 2015/16 A 2016/17F 2017/18F 2018/19F

5502

Maintenance Agreements ‐ O&M 

[X035, Schedule 5.3-0, Account 

5502] 38,148         44,230         35,573         19,790         137,714       140,468       143,277       

Y/Y change $ (8,657)          (15,783)        117,924       2,754           2,809           

Y/Y change % -19.6% -44.4% 595.9% 2.0% 2.0%
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We have changing from an emergency-level O&M to a 

preventative maintenance. The preventative 

maintenance programs that we have, such things such 

as boiler inspections, using more lube oil and 

things of that nature which isn't part of this 

account.   

…. 

We are increasing more maintenance to cover more 

preventative-level maintenance and trying to move 

away from fighting emergencies to providing more of 

an admin schedule.  That is why those costs have 

increased in that account.
72
 

 

114. However, NTPC could not provide any specifics other than a high-level reference to the 

need to undertake more preventative maintenance. When asked what value customers are 

getting for the additional costs, NTPC candidly stated it did not know: 

 
And really what we are looking for is what is the 

change in frequency and maybe quality that you can 

tell us is occurring for things like boiler 

inspections, IT hardware, software maintenance 

costs and increased building maintenance costs.  

What is the change in the maintenance program?  

What are you getting for that money? 

 

MR. STRANG:  I do not know.
73
 {Emphasis added}  

 

115. In an environment where NTPC is seeking significant costs increases and rates have 

increased significantly over the last few years, the TGC submits that a 7-fold year-over-year 

increase (from $0.020M in 2015/16A to $0.138M in 2017/18F) should be viewed with some 

concern.  

 

116. This is particularly the case when (i) the costs for the 3 years prior to the first Test Year 

2016/17 reflect a declining trend (from $0.044M in 2013/14A to $0.020M in 2015/16A), and 

(ii) NTPC is unable to provide any specifics to support the requested level of cost change. 

With respect, details in support of a seven-fold increases are both “relevant and necessary to 

test the veracity of forecasts”, as noted by the Board in X033 referenced above.  

 

117. In the absence of sufficient and appropriate justification for the significant seven-fold 

increase in Plant Level Maintenance Agreements, the TGC recommends the 2016/17 Test 

Year forecast reflect the average of the prior 3 years of actual results. Using this approach, 

the TGC recommends a decrease of $0.103M in 2016/17, $0.106M in 2016/17 and $0.108M 

in 2018/19 Test Years, as shown in the following table: 

                                                 
72

 Transcript of Proceedings, Vol. 1, p. 146, L13-18, L20-25.  
73

 Transcript of Proceedings, Vol. 1, p. 148, L2-10.  
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Summary and Recommendations:  

 

118. NTPC did not provide any specifics in support of the requested increases in Plant Level 

Maintenance Agreements [Account 5502] and candidly stated it did not know what value it 

would provide customers. Details in support of a seven-fold increase are both “relevant 

and necessary to test the veracity of forecasts”, as noted by the Board in X033.  

 

119. In light of the fact that (i) costs for the 3 years prior to the first Test Year 2016/17 

reflect a declining trend (from $0.044M in 2013/14A to $0.020M in 2015/16A), and (ii) 

NTPC's failure to provide any specifics to support the requested level of cost change, the 

TGC recommends the use of the average of the prior 3 years of actual results to arrive at 

the Test Year forecasts. This approach results in a decrease of $0.103M in 2016/17, 

$0.106M in 2016/17 and $0.108M in 2018/19 Test Years. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Account Description 2013/14 FC 2013/14A 2014/15A 2015/16 A 2016/17F 2017/18F 2018/19F

5502

Maintenance Agreements ‐ O&M 

[X035, Schedule 5.3-0, Account 

5502] 38,148         44,230         35,573         19,790         137,714       140,468       143,277       

Y/Y change $ (8,657)          (15,783)        117,924       2,754           2,809           

Y/Y change % -19.6% -44.4% 595.9% 2.0% 2.0%

Average 2013/14A to 2015/16A 33,197         

Add: Inflation @2%/Yr. 33,861         34,539         35,229         

Proposed Reduction (103,852)    (105,929)    (108,048)    
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5.5 EMPLOYEE TRAINING PROGRAMS  

 

120. Training Costs at the Plant, Corporate and Regional Level are summarized in the table 

below:
74

 

 

 
 

121. At the hearing, NTPC identified the accounts in Schedule 5.3-0 of its financial schedules 

that are related to Employee Training.
75

 A review of these accounts indicates employee 

training programs are coded as (i) Professional Development Dues (ii) Mandatory and (iii) 

Discretionary. However, while the actual results show costs for Employee Training in 

Account 5451 [Professional Development Mandatory], for example, the forecast for the Test 

Years shows nil amounts.
76

 This initially suggested that NTPC had not forecast any costs for 

Account 5451.  

 

122. However, at the hearing, NTPC explained that, for forecasting purposes, all training is 

included in Professional Development Discretionary Account 5452 and amounts are entered 

to the appropriate account as incurred on an actual basis:  

 
If I could just speak to the one schedule, I will 

stick to 5.3-3 on the thermal zone.  You will 

notice in the 15/16 actual if you combine the 

accounts 5451, professional development mandatory, 

and 5452 [Professional Development Discretionary], 

it is 26,000 and 14,000.  If you combine those 

together, it is 39,000.   

 

The reason why you will notice that in the 16/17 

test year, the budget is zero for professional 

development mandatory.  It is really just a 

budgeting issue.  We budget it to one line item in 

a budgeting session, and when the training is 

actually completed, it gets pushed to either 

mandatory or discretionary.
77
 {Emphasis added}  

 

                                                 
74

 X035, Schedule 5.3-0; X011, X01,1YK. NTPC-15, Attachment 1 and 2; X057, Response to Undertaking 7, 

Attachment reflecting 2015/16 Actual results. 
75

 Transcript of Proceedings, Vol. 1, p. 151, L10-15.  
76

 X035, Schedule 5.3-0.  
77

 Transcript of Proceedings, Vol. 1, p. 172, L13-25 - 173, L1.  

Descriptions 

2013/14 

Forecast 2013/14 Actual 2014/15 Actual 2015/16 Actual

2016/17 

Forecast

2017/18 

Forecast

2018/19 

Forecast

Summary

Plant 192,779.10        247,676.81        94,815.39          121,282.00        413,291.67        531,557.50        542,188.65        

Corporate 323,751.10        365,357.78        299,856.28        245,630.00        543,614.24        554,486.52        565,576.26        

Regional 35,000.00          72,000.00          207,000.00        29,339.00          133,000.00        136,000.00        140,000.00        

551,530.20        685,034.59        601,671.67        396,251.00        1,089,905.91    1,222,044.03    1,247,764.91    

Increase (Decrease) in $ (83,362.92)         (205,420.67)      693,654.91        132,138.12        25,720.88          

Increase (Decrease) in % -12.2% -34.1% 175.1% 12.1% 2.1%
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123. Due to NTPC’s method of budgeting, a line-by-line or account-by-account analysis of 

changes in each year related to (i) Professional Association Dues (ii) Professional 

Development Dues Mandatory and (iii) Professional Development Discretionary is not 

possible. NTPC provides no information with respect to why it cannot forecast, at an account 

level, the costs it expects to incur in each of these three accounts for Training. For the Board 

and intervenors to properly assess the reasonableness of the forecast in these three accounts, 

the TGC recommends the Board direct NTPC, at its next GRA, to file a detailed forecast in 

support of each of the following three Training Accounts: (i) Professional Association Dues 

(ii) Professional Development Dues Mandatory and (iii) Professional Development 

Discretionary.  

 

124. Given the limitations imposed by NTPC’s budgeting method, TGC's only option is to 

review and assess the Training amounts forecast for the Test Years on an aggregate basis.  In 

total, Training Costs at the Plant, Corporate and Regional Level are summarized in the table 

below:
78

 

 

 
 

125. In the 2016/17 Test Year, the increased Training Expense is forecast to reflect a 

staggering 175.1% or $0.694M increase over 2015/16A. In fact, the average of the three prior 

years’ actual results is $0.561M, or about half the Employee Training costs forecast for 

2016/17.  

 

126. NTPC provided the following explanation in support of the increased Employee Training 

costs over a 3-year period, 2013/14F to 2016/17F:  

 
$0.200 million for employee training programs. The 

Corporation is moving towards and maintaining an 

industry best practice training program. The 

increase is driven by mandatory safety training in 

compliance with the new Health and Safety 

Management system and NTPC’s COR certification.
79
 

{Emphasis added}  

 

 

                                                 
78

 X035, Schedule 5.3-0; X011, YK.NTPC-15, Attachments 1 and 2; X057, Response to Undertaking 7, YK.NTPC-

15, Attachment 2 which provides 2015/16 Actual results. 
79

 X001, p. 5-6.  

Descriptions 

2013/14 

Forecast 2013/14 Actual 2014/15 Actual 2015/16 Actual

2016/17 

Forecast

2017/18 

Forecast

2018/19 

Forecast

Summary

Plant 192,779.10        247,676.81        94,815.39          121,282.00        413,291.67        531,557.50        542,188.65        

Corporate 323,751.10        365,357.78        299,856.28        245,630.00        543,614.24        554,486.52        565,576.26        

Regional 35,000.00          72,000.00          207,000.00        29,339.00          133,000.00        136,000.00        140,000.00        

551,530.20        685,034.59        601,671.67        396,251.00        1,089,905.91    1,222,044.03    1,247,764.91    

Increase (Decrease) in $ (83,362.92)         (205,420.67)      693,654.91        132,138.12        25,720.88          

Increase (Decrease) in % -12.2% -34.1% 175.1% 12.1% 2.1%
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127. The COR [Certificate of Recognition] Safety Certification initiative commenced in 

2012/13.
80

 The evidence is unclear as to the quantum of costs incurred in the years following 

2012/13. There is also no explanation with respect to why this COR Safety Certification is a 

multi-year “training” cost.  
 

128. With respect to the decrease in Training in the 2015/16A, NTPC explained: 

 
Employee training costs in 2015/16 were lower than 

2014/15 due to employee turnover in the Finance and 

Asset Management divisions and less available time 

for training due to completion of capital projects 

and the extreme low water situation on the Snare 

hydro system.
81
 

 

129. The TGC notes NPTC also embarked on new safety initiatives and assumes the increased 

Training costs could, in part, be related to this initiative. On the safety initiative, NTPC 

noted: 

 
New safety initiatives include minimum safety 

meeting attendance for all employees, two new 

Health and Safety metrics measuring culture, 

evaluation and updating of internal Work Protection 

Code to address employee concerns that were raised 

in employee survey, a refocus on safety culture, 

the development and roll out of the Lone Worker 

System, updated Health & Safety Management System 

Training, improved functionality of Joint 

Occupational Health and Safety Committees; improved 

incident investigation program, COR Safety 

Certification & Successful Audit and the issuance 

of arc flash protection to all workers exposed to 

arc hazards;
82
 {Emphasis added}  

 

130. In an attempt better understand the rationale behind the significant increase in the 

forecast Training in Test Year 2016/17, the TGC focused its cross-examination on a single 

account 5452 [PD Discretionary].
83

 NTPC was asked to comment on the significant increases 

in Account 5452 for the Test Year 2016/17 compared to the prior years’ 2015/16 Actual 

results: 

 
Company-wide, you have more than doubled it between 

2015/16 actuals and 2016/17 forecast.  Have you 

planned for more PD-type activities?   

 

                                                 
80

 Transcript of Proceedings, Vol. 1, p. 153, L1-4. 
81

X34, Revised TGC NTPC 14 (b).  
82

 X001, pp. 1-13 - 1-14. 
83

 X035, Schedule 5.3-0, Account 5452. 
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MR. STRANG:  This is the same explanation as we 

discussed earlier today about the training that we 

are providing our customers -- sorry.  Our 

employees and how we are increasing more costs for 

our COR certifications.  

 

MR. JEERAKATHIL:  Those are safety related and the 

different categories mostly?   

 

MR. STRANG:  Safety is a large component of that.  

For example, accountants need professional 

development.  Our engineers near professional 

development and things of that nature.
84
 {Emphasis 

added}  

 

131. In summary, despite the lack of evidence with respect to increases sought for specific 

training programs, at a very high level, it appears that increased Training Costs for the Test 

Year 2016/17 are due to: 

 

 COR Safety Certification initiative 

commenced in 2012/13. However, NTPC has 

provided no evidence of changes in the costs 

related to the (i) new Health and Safety 

Management system or (ii) NTPC’s COR 

certification from year to year, i.e. 

2013/14A to 2015/16A and for Test Years 

2016/17 through to 2018/19. It is therefore 

difficult to tell what portion of the $0.2M 

increase over a 3-year period relates to the 

year-over-year change from 2015/16A to 

2016/17F.  

 

 Lower employee training costs in 2015/16 

than in 2014/15 due to (i) employee turnover 

in the Finance and Asset Management 

divisions, (ii) less available time for 

training due to completion of capital 

projects, and (iii) the extreme low water 

situation on the Snare hydro system. Again, 

NTPC has not quantified the increased costs 

forecast for 2016/17A compared to 2015/16A. 

 

 

132. This explanation does not explain the $0.7M increase, or 175% increase in Employee 

Training proposed by NTPC for 2016/17. Even if the Board were to discard the 2015/16A 

                                                 
84

 Transcript of Cross-Examination, Vol. 1, p. 173, L16-25 – p. 174, L1-6. 
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results due to unusual circumstances noted by NTPC (employee turnover in Finance and 

Asset Management divisions, for example), the proposed 2016/17F cost of $1.09M is still 

greater than the 2013/14A of $0.685M by $0.405M or 59% and the 2014/15A of $0.602M by 

$0.488M, or 81%. 

 

133. NTPC bears the onus of providing detailed reasons for year-over-year increases 

(decreases) in Training Costs for each of the Plant, Corporate and Regional divisions. This 

detail should include a description of each training program as well as the cost and benefits 

of same for each of the years for which actual information is provided as well for the forecast 

Test Years. Absent such detail, the forecast costs as filed should not be approved. 

 

134. Based on the foregoing, and considering the onus rests squarely on NTPC to provide 

sufficient and appropriate evidence in support of requested cost increases in the Test Years, 

the TGC submits that the 2016/17 forecast for Training costs should be based on actual 

results for the prior years. To this end, we see that for the years 2013/14A and 2014/15A, the 

costs are not materially different and fall in the range of $0.685M to $0.602M, averaging  

$0.643M. For reasons provided by NTPC, the unusual circumstances in 2015/16A led to 

what appears to be an abnormal year and should be removed from an assessment of the 

forecast 2016/17 Test Year Employee Training costs.  

 

135. Adjusted for inflation, the reduction proposed by the TGC is $0.420M for 2016/17, 

$0.539M for 2017/18 and $0.551M for 2018/19, as shown in the following table: 

 

 
 

136. The TGC notes that the revised amount for 2016/17 is 69% higher than the 2015/16A 

[$669.344/396.251].  

 

137. NTPC should also be directed to provide, at its next GRA, a detailed breakdown of the 

proposed or planned training program/events as well as the costs of each such event in 

support of all of its training expenses for (i) Professional Development (ii) Mandatory 

Training and (iii) Discretionary Training.  

 

 

 

 

Descriptions 

2013/14 

Forecast 2013/14 Actual 2014/15 Actual 2015/16 Actual

2016/17 

Forecast

2017/18 

Forecast

2018/19 

Forecast

Summary

Plant 192,779.10        247,676.81        94,815.39          121,282.00        413,291.67        531,557.50        542,188.65        

Corporate 323,751.10        365,357.78        299,856.28        245,630.00        543,614.24        554,486.52        565,576.26        

Regional 35,000.00          72,000.00          207,000.00        29,339.00          133,000.00        136,000.00        140,000.00        

551,530.20        685,034.59        601,671.67        396,251.00        1,089,905.91    1,222,044.03    1,247,764.91    

Increase (Decrease) in $ (83,362.92)         (205,420.67)      693,654.91        132,138.12        25,720.88          

Increase (Decrease) in % -12.2% -34.1% 175.1% 12.1% 2.1%

Average 203/14A to 204/15A 643,353.13        

Escalated for Inflation  @ 2% 656,220.19        669,344.60        682,731.49        696,386.12        

Proposed Reduction (420,561.31)     (539,312.54)     (551,378.79)     
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Summary and Recommendations:   

 

138. Due to NTPC’s method of budgeting, a line-by-line or account-by-account analysis of 

changes in each year related to (i) Professional Association Dues (ii) Professional 

Development Mandatory and (iii) Professional Development Discretionary is not possible. 

NTPC should be directed to file, at its next GRA, a detailed forecast in support of each of 

the following three Training Accounts: (i) Professional Association Dues (ii) Professional 

Development Mandatory and (iii) Professional Development Discretionary.  

 

139. NTPC bears the onus of providing detailed reasons for year-over-year increases 

(decreases) in Training Costs for each of the Plant, Corporate and Regional divisions. 

Absent such detail, the forecast costs as filed should not be approved. 

 

140. The TGC submits that the 2016/17 forecast for Training costs should be based on 

actual results for the prior years. For reasons provided by NTPC, the unusual 

circumstances in 2015/16A led to what appears to be an abnormal year and should be 

removed from an assessment of the forecast 2016/17 Test Year Employee Training costs.  

 

141. Adjusted for inflation, the reduction proposed by the TGC is $0.420M for 2016/17, 

$0.539M for 2017/18 and $0.551M for 2018/19.   

 

142. NTPC should also be directed to provide, at its next GRA, a detailed breakdown of the 

proposed or planned training program/events as well as the costs of each such event in 

support of all its training expenses for (i) Professional Development (ii) Mandatory 

Training and (iii) Discretionary Training.  
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5.6 LEGAL, RISK MANAGEMENT & SAFETY COMPLIANCE  

 

143. NTPC provided the following historical and forecast expense for Legal, Risk 

Management and Safety Compliance: 

 

 
 

 

144. NTPC provided the following explanation for the increased costs in this expense from 

2013/14 to 2005/16: 

 
Legal, Risk Management and Safety Compliance  

 

Beginning in 2013/14 the Corporation started 

implementing a new Health and Safety Management 

system and this work continued into 2014/15 and 

2015/16. In 2014/15 and 2015/16 the Corporation 

updated the procurement contracts for increased 

risk management and safety compliance. In 2014/15 

and 2015/16 the Corporation faced increased legal 

compliance for civil claims, contractual risk 

management and privacy protection.
85
 [Revised 

TGC.NTPC-14, pages 2 and 3 of 4] {Emphasis added}  

 

145. NTPC did not provide any detail of the foregoing activities (procurement contracts for 

risk management/safety compliance, legal compliance for civil claims/risk 

management/privacy protection, etc.) by account codes. As a result, it is not possible to 

discern the extent to which expenses in certain account codes or activities decreased after the 

activity which gave rise to the cost was completed. For example, NTPC states that costs 

related to a new Health and Safety Management system commenced in 2013/14 and 

continued for the next 2 years. There is no evidence with respect to whether there are any 

continuing costs for this activity into the Test Years, and, if so, why. The concern of course, 

is that these historical costs may be “baked” into the base, which is then used to project Test 

Year costs.  

                                                 
85

 X34, Revised TGC.NTPC-14 (b).  

NTPC 2016/19 General Rate Application

Legal, Risk Management and Safety Compliance

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17F 2017/18F 2018/19F

Plant 

Common 136 138 183 297 295 241 246 251

Total 136 138 183 297 295 241 246 251

Increase (Decrease) in $ 2 45 114 -2 -54 5 5

Increase (Decrease) in % 1.5% 32.6% 62.3% -0.7% -18.3% 2.1% 2.0%

Source: 2011/12 to 2015/16 - X34, Revised TGC NTPC 14 b), Page 2 of 4 – Response to Directive from Tech Meeting

2016/17 to 2018/19 - Response to UT#7, at 2T263-267
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146. Further, NTPC only filed the Test Year forecasts for Legal, Risk Management & Safety 

Compliance in response to an undertaking. This response did not provide any rationale for (i) 

the decrease from the 2015/16 cost level, or (ii) what activities comprise the forecast cost. 

NTPC's evidence with respect to Legal, Risk Management and Safety Compliance costs does 

not provide the requisite transparency necessary for parties to assess the forecast costs.  

 

147. The TGC also notes that the prior 3 years' actual costs average $0.152M, about half as 

much as the approximately $0.295M forecast for 2014/15 and 2015/16. Again, NTPC filed 

no evidence to explain the 100% increase in Legal, Risk Management & Safety Compliance 

in 2014/15 and 2015/16, nor the extent to which costs associated with such activities are 

included in the Test Year forecasts.  

 

148. Considering the dearth of supporting evidence to support its Test Year forecasts, the TGC 

recommends the Board approve the forecast amounts for the Test Years based on the 5-year 

average of historical actual costs. As such, the proposed reductions to Legal, Risk 

Management & Safety Compliance are $0.027M for 2016/17, $0.028M for 2017/18 and 

$0.028M for 2018/19, as shown in the following table: 

 
 

149. NTPC should also be directed to provide, in its Compliance Filing, details of the 

reductions by account codes shown on X035, Schedule 5.3-0 by zone. 

 

Summary and Recommendations: 

 

150. NTPC failed to provide any detail with respect to the costs related to Legal, Risk 

Management and Safety Compliance for either the historical years or the Test Years. 

Hence, there is no evidence regarding whether there are any continuing costs in the Test 

Years for activities undertaken in prior years. The TGC is concerned that these historical 

costs are “baked” into the base, which is then used to project Test Year costs.  

 

NTPC 2016/19 General Rate Application

Legal, Risk Management and Safety Compliance

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17F 2017/18F 2018/19F

Plant 

Common 136 138 183 297 295 241 246 251

Total 136 138 183 297 295 241 246 251

Increase (Decrease) in $ 2 45 114 -2 -54 5 5

Increase (Decrease) in % 1.5% 32.6% 62.3% -0.7% -18.3% 2.1% 2.0%

5 Yr. average 2011/12 to 2015/16 210             

Inflation at 2% 214             218             223             

Reduction (27)              (28)              (28)              

Source: 2011/12 to 2015/16 - X34, Revised TGC NTPC 14 b), Page 2 of 4 – Response to Directive from Tech Meeting

2016/17 to 2018/19 - Response to UT#7, at 2T263-267
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151. Considering the dearth of supporting evidence to support its Test Year forecasts, the 

TGC recommends the Board approve the forecast amounts for the Test Years based on the 

5-year average of historical actual costs. As such, the proposed reductions to Legal, Risk 

Management & Safety Compliance are $0.027M for 2016/17, $0.028M for 2017/18 and 

$0.028M for 2018/19.  

 

152. NTPC should also be directed to provide, in its Compliance Filing, details of the 

reductions by account codes shown on X035, Schedule 5.3-0 by zone. 
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5.7 HR MANAGEMENT  

 

153. NTPC provided the following historical and forecast expense for HR Management: 

 
 

154. With respect to the $0.241M reduction in costs in 2016/17 Test Year, NTPC stated: 

 

Legal costs for Human Resource management are forecast to reduce in the 

Test Years as union negotiations move to an agreement and the hire and 

transfer costs return to levels prior to 2014/15.
86

 

 

155. With respect to the change in year-over-year expenses for the historical years noted in the 

table above, NTPC noted: 

 

2012/13 was lower than 2011/12 as less costs were spent on hire and 

transfer activities. Hire and transfer costs include recruitment activities such 

as travel and accommodation for potential candidates, relocation expenses 

for new hires and advertising activities. 2013/14 was higher than 2012/13 

due to increased hire and transfer costs consistent with the level incurred in 

2011/12. Beginning in 2014/15 as detailed in the 2016/19 GRA beginning 

on Line 8 of page 5-7, the Corporation increased expenditures relating to 

Hay Plan employee evaluations, employee retention and satisfaction plans. 

Also beginning in 2014/15 and continuing into 2015/16 the hire and transfer 

costs for recruitment increased over previous years due to executive 

searches for key vacant positions and increased costs for employee 

relocations. In 2015/16 the Corporation also incurred higher legal costs than 

in previous years due to union negotiations.
87

 

 

156. To summarize, the rationale for changes in costs during the 5 years prior to the Test 

Years and the Test Years is as follows: 

 

(i) Decrease of $0.123M in 2012/13 over 2011/12: 

 less costs were spent on hire and transfer activities. 

                                                 
86

 X34, Revised TGC.NTPC-14 (b).  
87

 X034, Revised TGC.NTPC-14(b), Attachment 1, Directive 3.  

NTPC 2016/19 General Rate Application

HR Management 

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17F 2017/18F 2018/19F

Plant 

Common 521 398 587 800 942 701 715 729

Total 521 398 587 800 942 701 715 729

Increase (Decrease) in $ -123 189 213 142 -241 14 14

Increase (Decrease) in % -23.6% 47.5% 36.3% 17.8% -25.6% 2.0% 2.0%

Source: 2011/12 to 2015/16 - X34, Revised TGC NTPC 14 b), Page 2 of 4 – Response to Directive from Tech Meeting

Test years 2016/17 to 2018/19 - Response to UT#8, at 2T264
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(ii) Increase of $0.189M in 2013/14 over 2012/13: 

 increased hire and transfer costs consistent with the level incurred 

in 2011/12. 

 

(iii) Increase of $0.213M in 2014/15 over 2013/14: 

 increased expenditures relating to Hay Plan employee evaluations, 

employee retention and satisfaction plans. 

 beginning in 2014/15 and continuing into 2015/16, the hire and 

transfer costs for recruitment increased over previous years due to 

executive searches for key vacant positions and increased costs for 

employee relocations. 

 

(iv) Increase in $0.142M in 2015/16 over 2014/15: 

 In 2015/16, the Corporation incurred higher legal costs than in 

previous years due to union negotiations. 

 

(v) Decrease in $0.241M in 2016/17 over 2015/16: 

 Union negotiations are moving to an agreement and the hire and 

transfer costs return to levels prior to 2014/15. 

 

 

157. The TGC notes that the $0.213M or 36.3% increase in costs in 2014/15 relate, in part, to 

Hay Plan employee evaluations, employee retention and satisfaction plans. Since NTPC did 

not provide costs for HR Management by activity for any of the past 5 years or the Test 

Years, it is difficult to discern (i) how much of an increase this really represents in 2014/15, 

and (ii) whether there are any continuing costs in 2015/16 and into the Test Years. Since this 

cost is not specifically identified as a cost driver in 2015/16, one can only assume the Hay 

Plan costs are not incurred in 2015/16 and are immaterial in the following years.  

 

158. Similarly, with respect to an increase in costs as a result of executive searches in 2014/15, 

NTPC provides no evidence respecting the quantum of costs in 2015/16 related and the delta 

over 2014/15. NTPC states these costs continued into 2015/16. As above, one can only 

assume that since this cost is not specifically identified as a cost driver in the 2016/17 Test 

Year, it is either nil or forecast to be an immaterial cost in 2016/17.  

 

159. In light of the fact that there is no evidence of the make-up of the activities and 

corresponding costs in 2016/17 for HR Management costs, or for the previous 5 years, the 

TGC submits it is appropriate to use the last 5 years of actual data, appropriately adjusted, to 

determine the Test Year forecasts. In our view, two major adjustments to 2015/16A costs are 

needed: 

 

(i) The $0.213M increase in costs in 2014/15 related to a) Hay Plan and b) the hire 

and transfer costs for recruitment due to executive searches for key vacant 

positions are not cited as a driver of costs in 2016/17 Test Year. The TGC 

therefore recommends that, for purposes of calculating a 5-year average to 
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determine the appropriate costs for 2016/17 Test Year, these “one-time” costs be 

reduced in 2014/15; 

 

(ii) NTPC incurred $0.241M in 2015/16 that will not be incurred in Test Year 

2016/17. These costs are related to a) union negotiations moving to an agreement 

and b) hire and transfer costs returning to levels prior to 2014/15. Therefore, as 

these costs are not forecast to be incurred in 2016/17, for purposes of calculating a 

5-year average to determine the appropriate costs for 2016/17 Test year, the 

2015/16 costs must be reduced by $0.241M; 

 

160. Based on the foregoing, the TGC proposes a reduction to HR Management in the amount 

of $0.131M in 2016/17, $0.134 in 2018/18 and $0.136M in 2018/19, as follows: 

 

 
 

Summary and Recommendations:  

 

 

161. NTPC failed to provide costs for HR Management by activity for any of the past 5 years 

or the Test Years. As a result, it is difficult to discern the change in year-over-year costs by 

activity. The TGC submits it is appropriate to use the last 5 years of actual data, 

appropriately adjusted, to determine the Test Year forecasts.  

 

162. In the TGC's view, two major adjustments to 2015/16A costs are needed: (i) remove the 

$0.213M increase in costs in 2014/15 related to a) the Hay Plan and b) the hire and 

transfer costs for recruitment due to executive searches for key vacant positions, and (ii) 

remove the $0.241M in 2015/16 related to union negotiations.  

NTPC 2016/19 General Rate Application

HR Management 

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17F 2017/18F 2018/19F

$000's $000's $000's $000's $000's $000's $000's $000's

Plant 

Common 521 398 587 800 942 701 715 729

Total 521 398 587 800 942 701 715 729

Increase (Decrease) in $ -123 189 213 142 -241 14 14

Increase (Decrease) in % -23.6% 47.5% 36.3% 17.8% -25.6% 2.0% 2.0%

Adjustments:

1. Hay Plan and Executive Search (213)                

2. Union Negotiations/Hire and 

Transfer Costs (241)                

Total Adjustments -                  -                  -                  (213)                (241)                

Actual Costs adjusted for One-Time 

Costs 521 398 587 587 701

5-Yr. Average 559                 

Escalation at 2% 570                 581                 593                 

Reduction 131                 134                 136                 

Source:

2011/12 to 2015/16 - X34, Revised TGC NTPC 14 b), Page 2 of 4 – Response to Directive from Tech Meeting

Test years 2016/17 to 2018/19 - Response to UT#8, at 2T264
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163. Based on the foregoing, the TGC proposes a reduction to HR Management in the 

amount of $0.131M in 2016/17, $0.134 in 2018/18 and $0.136M in 2018/19. 
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5.8 SATELLITE COMMUNICATIONS ACCOUNT 5415 

 

164. In TGC's filed evidence, Mr. Merani proposed to reduce forecast costs for Satellite 

Communications to $0.229M, which reflects a three-year average for 2013/14, 2014/15 and 

2015/16 actual costs.
88

 

 

165. In Rebuttal, NTPC pointed out that Mr. Merani’s analyses dealt only with Plant Level 

expenses. It submitted that when Corporate and Regional costs in Account 5415 are included, 

the 3-year average is $0.513M. NTPC states that this average compares favorably with the 

2016/17F of $0.552M.
89

  

 

166. At the hearing, NTPC indicated that an aggregate view of total expenses at the Plant, 

Corporate and Regional levels is needed to recognize changes from Plant Level to Common 

Costs.
90

 The TGC prepared the following table to show the year-over-year delta in Account 

5415: 

 

 
 

167. The TGC concurs that the 2016/17F of $0.552M which represents an increase of 

$0.025M over the actuals for the prior 3 years amount of $0.527M, appears reasonable when 

compared to the prior 3-year average in the aggregate, i.e. for Plant, Corporate and Regional 

levels combined.  

 

168. In an IR, the TGC asked NTPC “to “explain the increase [of $0.171M] in Satellite 

Communications from $259,000 in 2015/16F to $430,000 in 2016/17” as shown on Sc. 5.3-0, 

Acct. 5415.
91

 NTPC referred the TGC to X011, YK.NTPC-5 (f). This response did not 

address the TGC's request with respect to the proposed increase in Test Year 2016/17 for 

Account 5415; rather, it spoke to both Account 5415, Satellite Communications and Software 

                                                 
88

 X039, paras. 20-22.  
89

 X046, NTPC Rebuttal, p. 9, A9.  
90

 Transcript of Proceedings, Vol. 2, p. 273, L16-19. 
91

 X011, TGC.NTPC-14 (e). 

Account Description 

2013/14 

Actual

2014/15 

Actual

2015/16 

Actual

2016/17 

Forecast

2017/18 

Forecast

2018/19 

Forecast

$ $ $ $ $ $

Plant 363,853          217,266          106,346          430,000          438,600          447,372          

Corporate 140,000          163,000          142,000          122,000          122,000          127,000          

Regional -                  195,000          254,000          -                  -                  -                   

503,853          575,266          502,346          552,000          560,600          574,372          

Increase Yr. Over Yr. 71,413            (72,920)           49,654            8,600              13,772            

14% -13% 10% 2% 2%

Average 3 Years 527,155          5%

Sources:

X057, YK/HR.NTPC-15, Attachment 1 re 2015/16A re Corporate 

X057, YK/HR.NTPC-15, Attachment 2 re 2015/16A re Regional  

X035, Schedule 5.3-0 re Plant Level O&M 
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License [Account 5416]. Hence, no evidence is provided to justify the requested increase of 

$0.171M. 

 

169. The TGC is concerned with the limited detail provided for the types of expenses making 

up the forecast amounts in Account 5415, as with a number of other O&M accounts. In the 

interest of transparency and to allow for a better understanding of the cost drivers in the Test 

Years, NTPC should be directed to provide all major (greater than $0.100M, or in excess of 

+/-10%) cost categories included in the actuals and filed-for forecasts.  

 

 

Summary and Recommendations:  

 

170. The TGC concurs that the 2016/17F of $0.552M appears reasonable for Account 5415 

when compared to the prior 3-year average in the aggregate, i.e. for Plant, Corporate and 

Regional levels combined.  

 

171. The TGC remains concerned that NTPC has provided insufficient detail with respect to 

the types of expenses making up the forecast amounts for Account 5415, as with a number 

of other O&M accounts. In the interests of transparency and to provide a better 

understanding of the cost drivers in the Test Years, NTPC should be directed to provide all 

major (greater than $0.100M, or in excess of +/-10%) cost categories included in the 

actuals and filed-for forecasts.  
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5.9 SOFTWARE LICENSES COSTS ACCOUNT 5416 

 

172. As noted above, NTPC, in its response in X011, YK. NTPC-5 (f), combined both 

Account 5415, Satellite Communications and Software Licenses [Account 5416]. NTPC said 

the increased expense forecast for 2016/17 was “consistent with usage changes and 

inflation."
92

 A review of Software Costs indicates that the 3-year average of actual results 

prior to the 2016/17 Test Year is some $0.595M, whereas NTPC has forecast $0.716M, an 

increase of $0.121M.  

 

173. In light of the fact that NTPC has not adduced any evidence of the make-up of the 

2016/17F or in support of the increased amounts for “usage”, the TGC submits that the 

average of the last 3 years of actual costs should be used to determine the 2016/17F.  

 

174. The onus is on NTPC to provide sufficient justification for all significant cost increases. 

Its refusal to provide any rationale for the $0.131M increase from 2015/16A to 2017/18F is 

based on its use of a $0.125M threshold. Even if such a threshold were acceptable in a GRA, 

the 2017/18 proposed increase is greater than $0.125M. Accordingly, there is no explanation 

for the variance. For reasons provided by the Board, the TGC does not agree that a $0.125M 

threshold is required for GRA purposes. In its ruling dated December 21, 2016, following the 

Post Technical Meeting, the Board ruled: 

 
In the Board’s view the materiality threshold for 

variances (respecting the report of finances and 

operations) or the number of years of historical 

information to be provided in support of forecast 

information, all as set out in MFR Decision 13-

2014, must be viewed as high level guidance; any 

information requests that are in question due to 

the strict application of the parameters in the MFR 

Decision, must be assessed and evaluated in light 

of whether the information is relevant and 

necessary to test the veracity of forecasts or to 

demonstrate a broader principle or concern 

involving the utility’s internal systems, 

procedures and practice.
93
 

 

175. Using the $0.595M 3-Year average noted above, the following table shows the reductions 

proposed for the Test Years: 

 

                                                 
92

 X011, YK. NTPC-5 (e) and (f).  
93

 X033, Board letter dated December 21, 2016.  
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Summary and Recommendations:  

 

176. NTPC has provided no evidence to support the proposed increase in 2017/18 Test Year 

for Software License [Account 5416]. The TGC recommends the Board approve the use of 

average actual results for the past 3 years, adjusted for inflation. The TGC therefore 

recommends a reduction in Account 5146 as follows: $0.109M in 2016/17, $0.111M in 

2016/17 and $0.113M in 2016/17. 

  

NTPC 2016/19 General Rate Application

Software License Costs  Account 5416

Account Description 

2013/14 

Forecast

2013/14 

Actual

2014/15 

Actual

2015/16 

Actual

2016/17 

Forecast

2017/18 

Forecast

2018/19 

Forecast

$000's $000's $000's $000's $000's $000's $000's

Plant Level 
5416 Software Licenses 353,573       284,531       385,986       214,280       1,250           1,275           1,301           

Increase (Decrease) 101,456        (171,706)       (213,030)       25                   26                   

Corporate 
5416 Software Licenses 245,826          225,057          304,587          371,095          258,030          263,191          268,454          

Increase (Decrease) 79,530           66,508           (113,065)       5,161             5,264             

Regional 
5416 Software Licenses -                  -                  -                  -                  457,000          466,000          475,000          

-                  -                  -                  -                  457,000          466,000          475,000          

Increase (Decrease) -                 -                 457,000        9,000             9,000             

Total - Plant, Corporate and 

Regional 599,399          509,588          690,574          585,375          716,280          730,466          744,755          

Year to Year Change In  Costs 180,986        (105,199)       130,905        14,186           14,289           

0                      0                      0                      

Average 3 Years 595,179          

Escalation @2% 607,082          619,224          631,608          

Reduction (109,198)       (111,242)       (113,146)       

Sources: X035, Financial Schedule 5.3-0 

X011, Response YK.NPC-15, Attachment 1 and 2

X057, 2015/16A for Regional, Response to UT #9
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5.10 INSURANCE PREMIUMS FOR EACH TYPE OF COVERAGE 

 

178. NTPC provided the following in reference to the insurance limits and deductibles 

applicable to each type of coverage:
94

 

 

 
 

179. At the hearing, NTPC indicated that in 2015/16A, it increased the insurance limit for 

Property, Boiler and Machinery coverage from $350M to $400M to reflect the “replacement 

value of the assets over time.”
95

 The changes in overall insurance expense are summarized in 

the following table: 

 

                                                 
94

 X011, TGC.NTPC-63 (c) and (d), Table 1. 
95

 Transcript of Proceedings, Vol. 1, p. 168, L22-23.  
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180. Assuming the increased coverage from $350M to $400M related to Property, Boiler and 

Machinery is included 2015/16A, the TGC sought further information to support the 10% or 

$0.133M increase in premiums commencing Test Year 2016/17. Specifically, the TGC asked 

if NTPC could provide the insurance expenses related to each of the coverages in order to 

provide clarity with respect to the year-over-year changes in premiums for each of the 

coverages. NTPC felt this information was irrelevant: 

 
 I guess I am not sure what the value is in 

providing that detailed breakdown.  The insurance 

premiums and insurance cost haven't changed 

significantly from year to year.  I am not sure 

what value that is providing us in testing those 

costs.
96
 {Emphasis added}  

 

 

181. The TGC disagrees with NTPC’s characterization of a $0.133M or 10% increase in Test 

Year costs as insignificant. In our view, these cost increases are significant and need to be 

justified. NTPC cannot expect the Board to approve cost increases in a vacuum. Increase 

requests must be based on supporting evidence. The TGC submits that forecast costs 

increases should not be allowed where NTPC refuses to provide the relevant information 

necessary to test the veracity of its forecasts.   

 

182. In addition, the TGC notes that NTPC provided insurance expense information for each 

coverage in its 2012/14 GRA in response to an IR, as demonstrated by the following partial 

snapshot of its response:
97

  

 

                                                 
96

 Transcript of Proceedings, Vol. 1, p. 167, L21-25 – p. 168, L1.  
97

 2012/2014 Phase 1 GRA. Response to TGC.NTPC-29 (c), Table 1.  

NTPC 2016/19 General Rate Application

Insurance Expense 

Account Description 

2013/14 

Forecast

2013/14 

Actual

2014/15 

Actual

2015/16 

Actual

2016/17 

Forecast

2017/18 

Forecast

2018/19 

Forecast

$000's $000's $000's $000's $000's $000's $000's

5420 Plant Level 1,403 1,299 1,291 1,326 1,475 1,505 1,535

5420 Corporate 25 17 23 41 25 25 26

5420 Regional 0 0 0 0 0 0 0

Total 1,428 1,316 1,313 1,367 1,500 1,530 1,561

Y/Y change $ (3) 54 133 30 31

Y/Y change % 0% 4% 10% 2% 2%

X035, Financial Schedule 5.3-0 

X011, Response YK.NPC-15, Attachment 1 and 2

2015/16A for Regional - Per X57, Response to UT #9
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183. NTPC's only rationale for refusing to provide insurance expense by coverage is that 

changes are “insignificant”. The TGC submits that information related to each insurance 

coverage is relevant irrespective of the changes in total insurance expenses. It provides the 

Board and intervenors with an opportunity to review year-over-year changes in insurance 

premiums for each type of coverage and, as well, test the assumptions (if necessary) for the 

premiums proposed for the Test Year. The TGC therefore recommends the Board direct 

NTPC, at its next GRA, to provide information related to the actual and forecast insurance 

expense for each type of coverage and to explain all significant differences.   

 

184. In light of the fact that there is no evidence on the record to justify the proposed 10%, or 

$0.133M increase, in insurance expenses, the TGC recommends the Board approve the use of 

the average actual results for the past 3 years, escalated for inflation, as noted in the 

following table:  
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185. The TGC therefore recommends a reduction in Insurance Account 5420 as follows: 

$0.141M in 2016/17, $0.144M in 2016/17 and $0.147M in 2016/17. 

 

Summary and Recommendations:  

 

186. The Board direct NTPC, at its next GRA, to provide information related to the actual 

and forecast insurance expense for each type of coverage and to explain all significant 

differences.   

 

187. In the absence of supporting evidence, the TGC recommends the Board use the 

average of the actual results for the past 3 years (escalated for inflation). This will result in 

a reduction in Insurance Expense of $0.141M in 2016/17, $0.144M in 2016/17 and 

$0.147M in 2016/17. 

 

  

NTPC 2016/19 General Rate Application

Insurance Expense 

Account Description 

2013/14 

Forecast

2013/14 

Actual

2014/15 

Actual

2015/16 

Actual

2016/17 

Forecast

2017/18 

Forecast

2018/19 

Forecast

$000's $000's $000's $000's $000's $000's $000's

5420 Plant Level 1,403 1,299 1,291 1,326 1,475 1,505 1,535

5420 Corporate 25 17 23 41 25 25 26

5420 Regional 0 0 0 0 0 0 0

Total 1,428 1,316 1,313 1,367 1,500 1,530 1,561

Y/Y change $ (3) 54 133 30 31

Y/Y change % 0% 4% 10% 2% 2%

Average 3 Years 1,332

Escalated for Inflation @2% 1,358,852   1,386,029   1,413,749   

Proposed Reduction (141) (144) (147)
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5.11 CONSULTANT AND CONTRACT SERVICES ACCOUNT 5504 

 

5.11.1 General  

 

188. Costs for Consultant and Contract Services Account 5504 are summarized in the table 

below:
98

 

 

 
 

 

189. After undergoing a rather significant 34% increase in 2014/15A, and a further 12% 

increase the next year in 2015/16A, NTPC expects costs for Consultant and Contracting 

Services to decrease by 9% in 2016/17.  

 

190. The 2016/17 Test Year costs of $5.4M, therefore represent an increase of about $1.5M or 

37% compared to the costs just three years ago in 2013/14 of $3.9M. This translates to an 

average increase of about $0.5M in each of the last 3 years. It is unclear why NTPC 

continues to incur such significant costs for Consultants and Contractors and whether NTPC 

will be able to keep its costs under control. As noted in the table above, these costs now 

represent some 13% of the total Non-Fuel O&M costs in the Test Years. 

 

5.11.2 Variances from Approved 2013/14 Forecast  

 

191. The TGC also notes that NTPC’s 2013/14 Forecast costs were in excess of corresponding 

actuals by $0.507M, as shown in the above table. In other words, customers’ costs were 

overstated by $0.507M in 2013/14 with respect to this account. When asked to explain this 

variance, NTPC simply stated it did not know.
99

 The TGC is concerned about the lack of 

evidence to support this variance and that history may repeat itself without a proper 

understanding of past variances from approved forecasts. NTPC should be directed to fully 

explain all material variances from approved forecasts in its next GRA. 

 

                                                 
98

 X035, Schedule 5.3-0; X011, YK/HR.NTPC-15, Attachment 1 and 2; X057, YK/HR.NTPC-15, Attachment 1 and 

2.  
99

 Transcript of Proceedings, Vol. 1, p. 175, L23-25 – p. 176, L1-13.  

CONSULTANT AND CONTRACT SERVICES ACCOUNT A/C 5504
13/14F 13/14A 14/15A 15/16A 16/17F 17/18F 18/19F

$000's $000's $000's $000's $000's $000's $000's

Corporate YK 15 Attach 1 1,506         1,845         2,441         2,812         1,877         1,915         1,953         

Regional YK 15 Attach 2 63               34               27               33               500            510            520            

Zone Specific Sc. 5.3-0 2,862         2,045         2,788         3,041         3,002         3,062         3,123         

4,431         3,924         5,256         5,886         5,379         5,487         5,596         

(507)           1,332         630            (507)           108            109            

34% 12% -9% 2% 2%

Total O&M Sc. 3.0, L8 39,023       38,536       41,911       42,052       41,740       42,920       43,562       

11.4% 10.2% 12.5% 14.0% 12.9% 12.8% 12.8%

X035, Schedule 5.3-0; X011 Response YK. NTPC-15, Attachment 1 and 2; X057, Response YK.NTPC-15, Attachment 1 and 2

Ratio of Acct 5504 as % of total Non Fuel 

O&M 
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5.11.3 Consultant and Contractors Costs – Regional  

 

192.  NTPC provided the following explanation with respect to the increase from 2015/16F of 

$0.277M to $0.500M in 2016/17F, an increase of $0.223M or 81%: 

 
Regional Consultant and Contractor Costs (5504): 

The increase in 2015/16 of $0.250 million is due to 

additional administrative programs requiring 

consultants in 2015/16. The administration related 

costs decreased in 2016/17 to $0.025 million. In 

2016/17, a further $0.468 million was added to the 

regional network and satellite communication costs 

(function 8732) which was offset by a decrease in 

the head office IT departmental costs of 

approximately $.242 million. The 2016/17-2017/19 

forecasts include approximately $0.470 million in 

consultant and contractor costs in function 8732 

for consultants and contractors (element 5504). 

Adjusting for the transfer of costs from head 

office to regional expense, this represents a net 

increase of approximately $0.230 million compared 

to 2015/16 and is due to additional network related 

expenses associated with maintaining and supporting 

the IT network.
100
 {Emphasis added}  

 

193. The foregoing suggests there is a net increase of $0.230M from 2015/16F to 2016/17F. 

Assuming these increases are reasonable, the TGC submits that, given the availability of 

2015/16 actual results, the appropriate starting point for this increase is 2015/16A, not 

2015/16F. The 2015/16A was $0.033M, as shown in the table above. When added to the 

requested increase in 2016/17F of $0.230M, we reach a 2016/17F of $0.263M. The TGC 

therefore recommends a reduction in Regional Costs for Account 5504 in the amount of 

$0.237M in 2016/17, $0.242M in 2017/18 and $0.246M in 2018/19, as follows:  

 

 

                                                 
100

 X011, YK/HR.NTPC-15 (j).  

14/15A 15/16A 16/17F 17/18F 18/19F

$000's $000's $000's $000's $000's

2015/2106A Costs, X057, YK.NTPC-15 Attach 2 27 33               

263            

Escalate @2% 268            274            

Per NTPC per X011, YK.NTPC-15 Attach 2 500            510            520            

Reduction (237)          (242)          (246)          

Regional Costs 

Revised 16/17F, using 15/16A as Base, Plus add 

$230 net change in 16/17F [$33+$230]
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194. While the foregoing table “accepts” the net increase in 2016/17 as proposed by NTPC, 

there is little information as to the nature or scope of services that require a $0.468M increase 

in regional network and satellite communication costs (function 8732).  Nor is there 

sufficient information to provide a proper understanding of the scope or nature of the “$0.470 

million in consultant and contractor costs in function 8732 for consultants and contractors 

(element 5504)”.  

 

195. The TGC recommends that, for purposes of its next GRA, NTPC be directed to provide a 

description of the type of work expected to be done by each consultant and contractor for all 

major types of work undertaken in excess of $100,000 with respect to Account 5504. 

Additional information as to whether the consultant/contractor is selected by way of sole 

source or public tendering would also be useful. These recommendations apply to all 

Contractors and Consultant costs at the Plant, Common and Regional levels.  

 

5.11.4 Consultant and Contractors Costs – Corporate  

 

196. NTPC explained the variances in Corporate Costs YK NTPC 15 (j) as follows: 

 
Corporate Consultants and Contractors (5504): In 

2014/15, expenses increased from $1.845 to $2.441 

million or $0.596 million. This increase was 

primarily due to additional consultants and 

contractors in the Engineering department hired to 

fill vacancies in 2014/15. In 2016/17, expenses 

decreased from $2.525 million to $1.877 million or 

$0.648 million. This was due to three factors: 

 

 Reduction in the Board expenses of $0.265 

million as described on page 1-3 of the GRA 

 Reduction to Finance Department costs of $0.134 

million primarily due to a reduction in internal 

audit programs. 

 Reallocation of $0.234 million in IT department 

costs to regional level costs (8732 – network 

maintenance and support).
101
 

 

197. The 2016/17F, for the Corporate Consultant and Contractor, results in a forecast of 

$1.877M. There is no evidence regarding the make-up of this cost. In response to a question 

with respect to whether NTPC could provide details of contracts (in excess of $100,000, or 

the NTPC’s preferred $125,000 threshold), NTPC rejected this notion outright: 

 
MR. JEERAKATHIL:  Are those the actual contracts 

that make up the cost in the various years?   

                                                 
101

 X011, YK/HR.NTPC-15 (j).  
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REF MS. WHITFORD:  We are not going to 

provide the contracts of $125,000 for each of the 

years.
102

 

 

198.  It is impossible to assess whether NTPC's request is reasonable or credible without 

knowing the basis of the $1.877M for 2016/17F in respect of Corporate Consultants and 

Contractors costs. As the Board stated in its ruling on December 21, 2016, information 

needed to “test the veracity of forecasts” is relevant and should be provided.
103

  

 

199. If the forecast is truly a “bottom-up” forecast, as NTPC asserts,
104

 then it should have 

available complete details of all costs included in Account 5504. This comment is not 

restricted to Corporate Costs but also applies to Regional and Plant Level costs. The TGC 

recommends NTPC be directed, at its next GRA, to provide details of all contracts for 

services, for example, engineering consulting services, which exceed $100,000, or whatever 

materiality threshold the Board decides on, for all actual and forecast years. 

 

Summary and Recommendations:  

 

200. In its next GRA, NTPC should be directed to fully explain all material variances from 

Board-approved forecasts. 

 

201. Given the availability of 2015/16 actual results, the appropriate starting point for the 

increase in costs should be 2015/16A, not 2015/16F. Using this approach, it is 

recommended that Regional Costs for Account 5504 be reduced by $0.237M in 2016/17, 

$0.242M in 2017/18 and $0.246M in 2018/19. 

 

202. NTPC should be directed, for purposes of its next GRA, to provide a description of the 

type of work expected to be done by each consultant and contractor for all major types of 

work undertaken in excess of $100,000 for all actual and forecast years. Additional 

information as to whether the consultant/contractor is selected by way of sole source or 

public tendering would also be useful.  

 

203. NTPC refused to provide information as to the breakdown of costs in Account 5504; 

accordingly, it is impossible to assess whether NTPC's request for Account 5504 is 

reasonable or credible. This information is relevant and is needed to “test the veracity of 

forecasts”.  

  

                                                 
102

 Transcript of Proceedings, Vol. 1, p. 178, L4-9.  
103

 X033, Board ruled as follows: “In the Board’s view the materiality threshold for variances (respecting the report 

of finances and operations) or the number of years of historical information to be provided in support of forecast 

information, all as set out in MFR Decision 13-2014, must be viewed as high level guidance; any information 

requests that are in question due to the strict application of the parameters in the MFR Decision, must be assessed 

and evaluated in light of whether the information is relevant and necessary to test the veracity of forecasts or to 

demonstrate a broader principle or concern involving the utility’s internal systems, procedures and practice.” 

{Emphasis added}  
104

 Transcript of Proceedings, Vol. 1, p. 179, L17.  
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6.0 NON-ELECTRIC REVENUES  
 

6.1 CONNECTION CHARGES  

 

204. NTPC’s forecast and actual Connection Charges are summarized as follows:
105

 

 

 

 
 

205. In the TGC's filed evidence, Mr. Merani noted: 

 
…. the “sudden drop in Connection Charges 

commencing Test Year 2016/17 is unreasonable 

considering the average (adjusted as per above 

table) for the prior three years actuals was some 

$0.264M. While I recognize that NTPC’s load 

forecast reflects limited growth, it also states 

that “connection/disconnections…are difficult to 

predict” and further that the forecast for 

Connection Charges “is based on a review of actual 

revenues for the past 3 years.
106
 

 

206. In Rebuttal Evidence, NTPC clarified that the “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.”
107

 The following table prepared by NTPC more clearly lays out the year-over-year 

changes in Non-Electric Revenues:
108

 

 

 
 

                                                 
105

 X035, Schedule 10.0, Excel L8; X011, TGC.NTPC-25 (a) and (b).  
106

 X039, para. 25, footnotes omitted.  
107

 X046, p. 6, A6.  
108

 Ibid., p. 7, Table 4.  

13/14A 14/15A 15/16A 16/17F 17/18F 18/19F

Connection Charges 265            341 296 235 235 235

Adjustment per TGC.NTPC-25 (a) and (b) -110

265            231         296            235         235            235         

Year over Year Change in $'000's (34)         65             (61)         -            -         

Year over Year Change in % -13% 19% -21%

3-Yr average 13/14 to 15/16 264            

PER NTPC REBUTTAL 

13/14A 14/15A 15/16A

3-Yr 

average 16/17F 17/18F 18/19F

Connection Charges 265            231 186 227         235 235 235

User Pay Fees 111            111 111 111         110 110 110

Misc Income 96             95 104 98          0 0 0

472            437         401            437         345            345         345            
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207. The TGC notes that the User Pay Fees are not consistently recorded in the same account 

in the materials filed in support of Non-Electric Revenues.
109

   

 

208.  For example, in 2013/14A, User Pay Fees of $0.111M are included with Misc. Income 

of $0.207M. Then, in 2014/15A, User Pay Fees of $0.111M are included as part of the 

Connection Charges of $0.341M.
110

 The reason provided for this inconsistent treatment “was 

a result of changes to accounting standards for public sector accounting between the 

years.”
111

 

 

209. In light of the clarification provided at the hearing, as described above, the TGC concurs 

that the forecast amounts for Connection Charges and User fees appear reasonable. 

Specifically, the TGC notes that the forecast amounts of the Test Years are in line with the 3-

year average of actual results.  

 

210. The TGC notes that some time and effort used to deal with this issue in evidence, hearing 

and Argument would not have been required if the presentation for regulatory purposes
112

 of 

User Fees had been presented with amounts for User Fees as a separate line items, consistent 

with the format used in NTPC’s Rebuttal Evidence.  

 

Summary and Recommendations:  

 

211. User Pay Fees were not consistently recorded in the same account. In 2013/14A, User 

Fees were included with Misc. Income, but in 2014/15A, such fees were included with 

Connection Charges. Some time and effort would have been saved had the financial 

Schedule 10.0 [X035] been presented with amounts for User Fees as separate line items, 

consistent with the format used in NTPC’s Rebuttal Evidence.  

 

212. Based on the further clarification at the hearing, the forecast amounts for Connection 

Charges and User fees appear reasonable. Specifically, the TGC notes that the forecast 

amounts of the Test Years are in line with the 3-year average of actual results. 

  

                                                 
109

 X035, Schedule 10.0. 
110

 Transcript of Proceedings, Vol. 2, p. 269, L10-13 – p. 270, L1-3.  
111

 Transcript of Proceedings, Vol. 2, p. 270, L21-24.  
112

 X035, Schedule 10.0.  
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6.2 CONTRACT WORK REVENUES 

 

213. NTPC’s forecast and actual Contract Work revenues are summarized as follows:
113

 

 

 
 

214. In TGC's filed evidence, Mr. Merani expressed concern that, after 2 consecutive years of 

increases in Contract Work revenues, i.e. $0.110M in 2014/15A and a further $0.210M in 

2015/16A, NTPC expects a significant drop of $0.188M or 34% commencing 2016/17F. 

NTPC’s 2016/17F of $0.360M forecast is based on the last three years of Contract Revenues 

[2013/14A, 2014/15A and 2015/16F] for determining the forecast for the Test Years. Using 

2015/16A rather than 2015/16F, the forecast for 2016/17 should be $0.371M.
114

  

 

215. Mr. Merani pointed out that the “three-year average method ignores the trend in growth 

of Contract Work revenues in the most recent two years, 2014/15 and 2015/16. NTPC has 

provided no evidence as to why this trend should not be expected to continue in the Test 

Years. The use of the three-year average as proposed by NTPC ignores the fact that there has 

been a significant growth (more than a doubling, as noted above) in these revenues in 

2015/16 since 2013/14.”
115

  

 

216. Based on the foregoing, Mr. Merani recommended the following: 

 
31. … I recommend an appropriate forecast for 

Contract Work should be based on the average of the 

two most recent years, or $0.443M in 2016/17. The 

forecast for 2017/18 and 2018/19 should each be 

escalated by 2% inflation rate.
116
  

 

217. In Rebuttal Evidence, NTPC noted a one-time rental of a mobile genset should be 

removed from the 2015/16 recorded Contract Work revenues: 

 
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 

                                                 
113

 X035, Schedule 10, Excel L9.  
114

 X039, paras. 27-30.  
115

 X039, para. 30.  
116

 X039, para. 31.  

13/14A 14/15A 15/16A 16/17F 17/18F 18/19F

Contract Work 228            338 548 360 360 360

Year over Year Change in $'000's 110        210           (188)       -            -         

Year over Year Change in % 48% 62% -34%

3-Yr average 13/14 to 15/16 371            
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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.
117
 

 

218. The TGC submits it is inappropriate to single out any one type or source of Contract 

Revenue to determine the 2016/17 Forecast. There may be an opportunity to rent emergency 

generators to one or more of the utilities on occasion. In addition, an average of the prior 

years’ revenues is used to determine the forecast for 2016/17 because Contract Revenues can 

be unpredictable. That is, NTPC may well have, in the Test Years, other (new) sources of 

Contract Revenues that it has not previously received.  

 

219. The TGC also notes that while NTPC states that Contract Revenues are “not predictable”, 

it nevertheless goes on to predict that emergency genset rental revenues are “not forecast to 

occur in the Test Years.” If such revenues are not predictable, then NTPC cannot predict it 

will categorically not have any more genset rentals in the Test Years 2016/19. NTPC cannot 

have it both ways. 

 

220. The TGC submits NTPC has not satisfactorily addressed why, in light of the increasing 

levels of Contract Revenues in the 2 most recent years prior to Test Year 2016/17, the actual 

revenues for 2013/14 should be taken into account to determine the Test Year 2016/17 

forecast. The 2013/14A revenues of $0.228M represent about two-thirds of the revenues in 

2014/15 of $0.338M [$0.228/0.338M] and only about 42% of the 2014/15A of $0.548M 

[$0.228M/0.548M].
118

 

 

221. In our view, generally, an average of three years may be appropriate when there are no 

significant or material changes from year to year. This is not the case with Contract Work, 

where 2013/14 is clearly an outlier. 

 

222. At the hearing. NTPC noted the use of 2 years of actual results “limits the data points”.
119

 

If so, the TGC questions why NTPC did not file evidence of additional data points in the 

interest of getting the most reliable forecast for 2016/17 Test Year. On this point, the TGC 

notes that NTPC’s 2010/11A Contract Revenues were $0.361M,
120

 significantly higher than 

the 2013/14A of $0.228M. This further demonstrates that the $0.228M for 2013/14A is an 

outlier and should be excluded from any averaging process. 

 

223. In light of these material increases in revenues in 2014/15A and 2015/16A, the 2013/14 

recorded revenues of $0.228M are clearly anomalous. As such, and consistent with the 

recommendations filed by Mr. Merani, the TGC submits the average Contract Revenues for 

                                                 
117

 OUTSTANDING 
118

 NTPC confirmed the 2010/11 Contract Revenues were $0.361M at Transcript of Proceedings, Vol. 2, p. 272, 

L18-22. 
119

 Transcript of Proceedings, Vol. 2, p. 272, L5-6.  
120

 Transcript of Proceedings, Vol. 2, p. 272, L18-22.   
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only the 2 most recent years, 2014/15A and 2015/16A, should be used to determine the 

2016/17 Test Year forecast.  

 

224. Based on all of the foregoing, the TGC endorses the recommendations of Mr. Merani and 

recommends the Board approve an increase in Connection Charges of $0.083M in 2016/17, 

$0.092M in 2017/18 and $0.101M in 2018/19, calculated as follows: 

 

 
 

Summary and Recommendations:  

 

225. NTPC’s proposal to remove a one-time rental of a mobile genset from the 2015/16 

recorded Contract Work revenues is inappropriate as it attempts to single out one type or 

source of Contract Revenue to determine the 2016/17 Forecast. Not only may NTPC have 

an opportunity to rent emergency generators to one or more of the utilities in the future, 

but NTPC also may have other (new) sources of Contract Revenues that it has not 

previously received.  

 

226. NTPC’s use of the three-year average method ignores the trend in growth of Contract 

Work revenues in the most recent two years, 2014/15 and 2015/16. It ignores the fact that 

there has been a significant growth, more than a doubling, in these revenues in 2015/16 

since 2013/14. Generally, an average of three years may be appropriate when there are no 

significant or material changes from year to year. This is not the case with Contract Work 

in this GRA, as 2013/14 is clearly an outlier. 

 

227. Consistent with the recommendations filed by Mr. Merani, the average Contract 

Revenues of only the most recent 2 years, 2014/15A and 2015/16A, should be used to 

determine the 2016/17 Test Year forecast. The Board should approve an increase in 

Connection Charges of $0.083M in 2016/17, $0.092M in 2017/18 and $0.101M in 2018/19. 

 

  

Contract Work 13/14A 14/15A 15/16A 16/17F 17/18F 18/19F

000s 000s 000s 000s 000s 000s

228            338 548 360 360 360

Year over Year Change in $'000's 110        210           (188)       -            -         

Year over Year Change in % 48% 62% -34%

2-Yr average 13/14 to 14/15 443         

Escalation @2% 452            461         

Proposed Increase in Contract Work 83          92             101         
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6.3 OTHER REVENUES/MISC INCOME 

 

228. NTPC has forecast Nil amount in respect of Miscellaneous Fees; it states “this revenue 

stream is not predictable and not budgeted”.
121

 

 

229. In evidence filed for the TGC, Mr. Merani noted that NTPC had recorded amounts earned 

in respect of Other Income/Miscellaneous Revenues in each of the prior 3 years: 2013/14, 

2014/15 and 2015/16. In fact, while the 2013/14F amount was Nil, the actual amount was 

$0.096M. Further, a review of the IRs from NTPC’s last GRA, the 2012/14 Phase 1 GRA, 

also shows actual revenues in the amount of $0.089M in 2010/11.
122

 All of these factors 

suggest that Miscellaneous Fees are in fact predictable. 

 

230. Mr. Merani therefore concluded that a forecast of Nil revenues in the Test Years is 

unreasonable, against a backdrop of having experienced actual Other Income/Miscellaneous 

revenues in each of the last 4 years for which actual information is available.
123

  

 

231. Since the quantum of these revenues is approximately the same in each of these three 

years, Mr. Merani recommended the use of the average of the past three years of Other 

Income/Miscellaneous Revenues to set the forecast for the Test Years. Accordingly, he 

recommended setting the 2016/17 Test Year forecast at $0.098K. Further, the forecast for the 

Test Years 2017/18 and 2018/19 should each be escalated by a 2% inflation rate,
124

 i.e. 

$0.100M in 2017/18 and $0.102M in 2018/19.  

 

232. NTPC did not address this issue in Rebuttal or in cross-examination. The TGC submits 

Mr. Merani’s evidence and recommendations on this issue remain unchallenged and should 

be adopted by the Board.  

 

Summary and Recommendations:  

 

233. The evidence indicates NTPC has recorded amounts earned in respect of Other 

Income/Miscellaneous Revenues in each of the prior 3 years: 2013/14, 2014/15 and 

                                                 
121

 X011, TGC.NTPC-24 (a) and (b).  
122

 X039, para. 33, which references NTPC’s 2012/14 Phase 1 GRA, Response BR.NTPC-20 (a), Table 1: 

 

   
123

 X035, Schedule 10.0, Excel Line 14.  
124

 X039, para. 34.  
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2015/16. In addition, the 2012/14 Phase 1 GRA shows actual revenues in the amount of 

$0.089M in 2010/11. Accordingly, the TGC submits Other Income/Miscellaneous 

Revenues is predictable and NTPC’s forecast of Nil revenues for the Test Years is 

unreasonable.  

 

234. The TGC recommends using the average of the past three years of Other 

Income/Miscellaneous Revenues to set the forecast for the Test Years. Accordingly, the 

2016/17 Test Year forecast should be set at $0.098K. Further, the forecast for the Test 

Years 2017/18 and 2018/19 should each be escalated by a 2% inflation rate, i.e. $0.100M 

in 2017/18 and $0.102M in 2018/19.  
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7.0 PROPERTY PLANT AND EQUIPMENT  
 

7.1 USE OF BENCHMARKS TO TEST REASONABLENESS OF FORECAST 

CAPITAL ADDITIONS 

 

235. NTPC states: 

 
The Corporation uses a variety of methods to 

estimate project costs including historical costs, 

where a project was recently completed and is 

similar to a proposed project.
125
 {Emphasis added}  

 

236. The TGC submits that the use of historical project costs can serve as a useful gauge of the 

reasonableness of forecast capital costs proposed for similar project(s) in the Test Years, 

where such costs are appropriately escalated for current costs, location and size/scale as 

needed. For example, in any typical year, NTPC will need to replace one or more diesel 

engines. If the forecast for a particular engine is significantly out of line with the actual 

installed costs of a previously installed similar-sized engine in the past, NTPC should be able 

to explain such differences. 

 

237. The TGC notes, for example, that the cost for a 320-KW diesel generator for Inuvik, 

installed in 2003, is $0.028M whereas the same-sized generator installed three years later in 

2007 in Fort Simpson is $0.186M.
126

.  

 

 
238. While there may be good and valid reasons for such large differences for similar-sized 

engines, NTPC has not filed any evidence to explain the rationale for such changes.  

 

239. The TGC also notes NTPC has provided a number of examples where budgeted costs of a 

project are compared with a similar project’s actual costs;
127

 as summary of this follows: 

 

 

                                                 
125

 X011, TGC.NTPC 30(d). 
126

 X011, TGC.NTPC-34 (c). 
127

 X011, BR.NTPC-15. 
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240. The TGC submits that NTPC should be directed, at its next GRA, to provide a 

benchmarking study which compares the forecast costs of a project proposed to be added to 

rate base in a Test Year to the actual costs of project(s) previously completed by NTPC. 

These actual historical costs should be adjusted, as necessary, for current costs, location and 

size/scale. The comprehensive list of historical actual costs for historical actual projects can 

be used as a guide to test the reasonableness of the forecast capital addition proposed in the 

Test Year(s).  

 

Summary and Recommendations:  

 

241. NTPC states it uses a variety of methods to estimate project costs including historical 

costs, where a project was recently completed and is similar to a proposed project. The use 

of historical project costs, where such costs are appropriately escalated for current costs, 

location and size/scale as needed, can serve as a useful gauge of the reasonableness of 

forecast capital costs proposed for a similar project(s) in the Test Years. 

 

242. NTPC should be directed, at its next GRA, to provide a benchmarking study which 

compares the forecast costs of a project proposed to be added to the rate base in a Test 

Year to the actual costs of project(s) previously completed by NTPC. This study could be 

used as a guide to test the reasonableness of the forecast capital addition proposed in the 

Test Year(s).  

 

NTPC 2016/19 General Rate Application

Benchmarking
In Service 

Date $M Variance

$M

Fort Liard Fuel Tank Actual 2010/11 0.769       

Ulukhaktok Fuel Tank Budgeted 2016/17 0.562       (0.207)     

Colville Lake Distribution Line Actual 2015/16 0.416       

Ft Resolution Distribution Line Budgeted 2016/17 0.598       0.182      

Jean Marie River fuel System Actual 2015/16 0.543       

Tulita Day Fuel Tank Budgeted 2017/18 0.570       0.027      

Colville Lake Distribution Line Actual 2015/16 0.416       

Spillway 5B Distribution Line Budgeted 2018/19 1.229       0.813      

Gameti Fuel Storage System Upgrade Actual 2009-10 0.502       

Nahanni Butte Main Tank Fuel System and Day Tank Budgeted 2017/18 0.905       0.403      

Fort Good Hope Engine Replacement Actual 2014/15 1.268       

Jean Marie River Engine Replacement Budgeted 2018/19 0.625       (0.643)     
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7.2 COLVILLE LAKE MODULAR POWER PLANT 2014/15 

 

243. Colville Lake’s Modular Power Plant was forecast to cost $6.606M, but its actual cost 

was $7.368M, an overspend of $0.8M or 12%. The breakdown of the forecast cost is as 

follows:
128

 

 

 

244. This is a significant expenditure for a community with only 41 Residential customers and 

19 General Service customers.
129

 NTPC provided the following summary to support the need 

for this project: 

 
This project entailed the procurement of a new 

modular diesel power plant with the addition of a 

battery bank and solar panels at Colville Lake. The 

diesel plant operates as the primary supply to the 

                                                 
128

 Response BR.NTPC-2 (a), December 22, 2014 Colville Lake Major Project Permit Application.  
129

 X076, Undertaking 27.   

Item No. Cost Category

Total Project 

Estimate

Method of 

Estimation

2013/2014 2014/2015 2015/2016

Main Project - Diesel Generation:

1 Eng Design Project Management 194,900 281,500 94,000 570,400 NTPC Internal

2 Travel & accommodation 132,500 60,500 22,800 215,800 NTPC Internal

3 Consulants 99,400 57,200 20,000 176,600 Consultant's quote

4 Geotechnical Study 17,000 30,600 0 47,600 Consultant's quote

5 Contractors 127,400 297,800 282,200 707,400 Contractor's quote

6 Foundation 0 50,300 23,200 73,500 Contractor's quote

7 Site Development 0 319,100 254,500 573,600 Contractor's quote

8 Gensets 267,900 0 0 267,900 Contractor's quote

9 Electrical/Mechanical 177,500 885,800 110,500 1,173,800 Contractor's quote

10 Shipping 28,700 217,800 0 246,500 Contractor's quote

11 Civil Structures 137,700 0 0 137,700 Contractor's quote

12 Testing & Commissioning 0 10,700 5,600 16,300 Contractor's quote

Sub total Diesel Gen Construction Cost 1,183,000 2,211,300 812,800 4,207,100

Solar/Battery Generation Additional Project

13 Solar Panels 196,900 494,100 243,000 934,000 RFP Response

14 Battery storage 0 823,100 160,900 984,000 RFP Response

15 Electrical/Mechanical 0 117,000 3,700 120,700 Contractor's quote

16 Civil structures 0 17,000 0 17,000 Contractor's quote

17 Interconnection 0 4,000 6,300 10,300 Contractor's quote

Sub total Solar Gen Construction Cost 196,900 1,455,200 413,900 2,066,000

Sub total Diesel and Solar 1,379,900 3,666,500 1,226,700 6,273,100

18 Funding -495,000 -500,000 -300,000 -1,295,000

19 Overhead 234,583 806,630 269,874 1,311,087

Sub total after Funding & Overheads 1,119,483 3,973,130 1,196,574 6,289,187

20 IDC (5.68%) 31,793 176,424 144,630 352,847

Total Project Cost 1,151,276 4,149,554 1,341,204 6,642,034

Budget Year Estimate

Table BR NTPC 2(a)

Colville Lake - Project Cost Breakdown
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community, while solar panels provide supplemental 

renewable generation. With the support of the 

battery bank, the solar generation offsets diesel 

generation, including periods when the diesel 

engines are not required to be operated. A major 

project permit application for this project was 

approved by the PUB on March 10, 2015 as per 

Decision 7-2015. The total project spend of $7.368 

million exceeds the original total budget of $6.606 

million. The original budget amount reflects the 

net cost of the project which includes government 

funding. The capital addition shown above is the 

amount added to gross plant in service. The 

government funding portion has been applied in 

customer contributions (Schedule 11.3). The net 

assets in service (Schedule 11.0) reflect the 

capital addition less the government funding.
130

 

 

245. According to the Post Construction Report, the fully integrated hybrid plant is forecast to 

provide solar generation of 129,779 kWh or approximately 19% of annual generation of 

669,358 Kwh.
131

 After the inclusion of battery-related capital costs and GNWT Funding, the 

average cost for this project is about $10,641/kW, as shown in the following table:
132

  

 

Total Project 

Estimate

Actual Solar 

Project Cost

$000 $001

Solar/Battery Generating Additional Cost 2,066           2,731           

Installed Capacity (kW) 135 135

Cost/Installed Capacity ($000/KW) 15.30          20.23          

Less: Solar Specific GNWT Funding (1,295)         (1,295)         

Cost/Installed Capacity ($000/KW) 5.71$          10.64$        

 

 

246. After GNWT Funding, the installed cost of $10,640/kW is in line with the installed solar 

capacity at Fort Simpson, Fort Laird and Wrigley, which ranges from $11,000/KW to 

$15,000/kW.
133

  

                                                 
130

 X001, p. 11-18.  
131

 X053, p. 5/22. 
132

 X063, Undertaking 14. 
133

 X064, Undertaking 15.  
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247. It is apparent that in the absence of GNWT Funding, the installed cost per kW at Colville 

Lake would be prohibitive. This was noted by an NTPC witness: “it is important to use 

subsidy to complete these projects at this time.”
134

 Excluding the GNWT subsidy of 

$1.295M, the average capital cost per customer amounts to $45,500 [$2.731M/60 

customers].  

 

248. In the TGC's view, even when GNWT funding is available, NTPC must ensure that its 

customers are provided with the lowest possible costs. If a similar project had been 

undertaken in a larger community, the average capital cost per customer obviously would 

have been significantly lower.  

 

249. Furthermore, with the availability of battery storage, the TGC questions why NTPC 

required a full complement of 3 diesel engines as back up to meet the Board’s Required Firm 

Capacity (RFC) standards. NTPC’s argument that it needed a full complement of diesel units 

for RFC does not make sense in light of the fact that it has employed a flexible resource in 

terms of battery storage. It is clear that NTPC did not take this fact into account when 

determining its RFC for Colville Lake. As a result, the TGC suggest that there is some excess 

cushion in the RFC determination. In our view, this excess should be disallowed from the 

rate base and NTPC should be directed to provide calculations in this respect as part of its 

2016/19 Phase 1 Compliance Filing. 

 

Summary and Recommendations:  
 

250. It is clear that, in the absence of GNWT Funding, the installed cost per kW at Colville 

Lake would be prohibitive. If a similar project had been undertaken in a larger 

community, then the average capital cost per customer would obviously have been 

significantly lower.  

 

251. With the availability of a flexible resource, such as battery storage, the Board's RFC 

standards do not require NTPC to have a full complement of 3 diesel engines as back up. 

NTPC failed to take this fact into account when determining its RFC for Colville Lake, 

resulting in some excess cushion in the RFC determination. This should be disallowed 

from the rate base and NTPC should be directed to provide calculations in this respect as 

part of its 2016/19 Phase 1 Compliance Filing. 
 

 

 

 

 

 

 

 

 

 

                                                 
134

 Transcript of Proceedings, Vol. 2, p. 244, L22-24.  



TGC    NTPC 2016-2019 Phase 1 GRA  August 14, 2017 

ARGUMENT   Page 80 

2487942v6 80 

 

 

7.3 MOBILE GENSETS  

 

7.3.1 Mobile Gensets as Common Costs 

 

252. In response to a question as to whether its inventory of mobile gensets could be used 

either in the thermal or hydro zones., NTPC responded as follows:  

 

NTPC confirms the mobile generators noted in c) above can be used either 

in the thermal or hydro zones.
135

 

        …. 

As per the inventory in response (c), EM 1, 2, 3, 4, 6 and E11 are 

transportable by air if there is an aircraft available. All EM units are 

transportable by road.
136

  

 

253. Based on the above, the TGC recommends the Board direct NTPC in its Phase 1 

Compliance Filing to treat the capital-related (return, depreciation) of mobile gensets as 

Common Costs.  

 

Summary and Recommendations:  

 

254. As mobile gensets can be used in either the hydro or thermal zones, the capital-related 

costs should be treated as Common Costs. NTPC should be directed to treat the capital-

related costs as Common Costs in its 2016/19 GRA Phase 1 Compliance Filing. 

 

 

7.3.2 Optimal number of emergency gensets  

 

255. NTPC currently maintains 8 mobile gensets in inventory. In response to a request to 

provide evidence that the number of mobile generating units is optimal, it responded as 

follows: 

 
The current inventory of mobile gensets has proven 

to be sufficient to meet the needs of the 

Corporation. The listing provided in part (c) above 

shows 8 emergency gensets with a total peak 

generation capacity of 5,220 kW. The plant RFC 

requirements dictate each plant have enough 

capacity to meet the load requirements in the event 

the largest genset goes off line. As a result, each 

plant has some redundant generation and it is not 

necessary for each plant to have a separate 

emergency mobile genset on hand. NTPC must balance 

                                                 
135

 X034, TGC.NTPC-34 (e). 
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 X034, TGC.NTPC-34 (f). 
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the number of emergency gensets and the cost to 

purchase and maintain the fleet of emergency and 

backup units. Maintaining a large fleet will 

increase the capital base and negatively impact 

customer rates. Based on the historical average 

number of emergency events, the current number of 

emergency units has proven to be adequate. In 

addition, the Corporation can rent additional 

emergency gensets in the event it experiences an 

above average number of emergency situations during 

a given fiscal period. {Emphasis added}
137
  

 

  

256. The foregoing response refers to the number of units being based in “the 

historical average number of emergency units”. At the November 30, 2016 

Technical Meeting, NTPC was requested to file historical information for 5 years. 

NTPC objected and stated it would only provide the historical number of emergency 

units for the last 3 years. It provided the following information:
138

 

 

 
 

257. In TGC's filed evidence, Mr. Merani expressed concern regarding the data with respect to 

how many times each unit was used in each of the last 3 years: 

 
Unfortunately, rather than providing information on 

the number of units deployed in each of the last 

three years, NTPC provided the aggregate number of 

times a mobile genset was required to be used in 

the last three years. For example, it states that 

during the 3-year period January 2013 to present, 

                                                 
137

 X034, TGC.NTPC-34(d).  
138

 OUTSTANDING 
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EM05 was used three times. This information does 

not give us any information as to whether this unit 

was used three times in one year, or once each year 

for emergency and backup purposes for NTPC’s 

generating stations. In fact, NTPC’s information is 

misleading in that, as noted in the table above 

from TGC.NTPC-34 (a), Table 1, two of NTPC’s 

emergency gensets were rented to Quilliq Energy 

Corporation in 2014 and 2015 “to provide power 

generation after catastrophic loss due to fire.”
139
 

{Emphasis added}  

 

258. Emergency genset units rented to another utility are not being used or required to be used 

for NTPC’s operations.  

 

259. To summarize: 

 

(i) NTPC has provided no evidence in support of its assertion that it needs 8 mobile 

genset units each year to meet the intended purposes, i.e. to act as an emergency or 

backup unit when needed at a NTPC-owned power plant. Notwithstanding its 

assertion the number of emergency genset units is based on the “average number of 

emergency events”, NTPC has refused to provide evidence regarding the number of 

times each genset was used in each of the last 3 years.  

 

(ii) As shown in the Table above, with data extracted from X034, TGC.NTPC-34 c) 

Attachment 1: 

 

a. Genset EM01 has had zero usage in the last three years. 

b. Genset EM01, EM06, EM07 and EM11 have each been used once in the last 3 

years; 

c. Genset EM03, EM04, EM05 have each been used 3 times in the last 3 years. Of 

these, EM03 and EM04 were rented out to Quilliq Energy Corporation
140

 for 

“seven months due to plant fire as per Note 1 presented in TGC.NTPC-34(c).”
141

 

 

Accordingly, of the eight mobile genset units, four have been used only once in the 

last three years; three have been used only once in the last three years, and one was 

not used during that period at all. It should also be noted that two units [EM03 and 

EM04], which NTPC erroneously lists as being “used”, were in fact rented to Quilliq 

Energy Corporation in 2015/16.
142

  

 
(iii) Each plant’s Required Firm Capacity (RFC) is set to ensure that there is sufficient 

capacity to meet 110% of its load requirements in the event the largest installed genset 

                                                 
139

 X039, para. 39, footnotes omitted.  
140

 X034, TGC.NTPC-34 (d), Table 1, Note 1.  
141

 X046, NTPC Rebuttal Evidence, p. 16, A16. 
142

 X046, NTPC Rebuttal Evidence, p. 7, A6. 
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goes offline. This design standard provides a significant amount of redundancy and 

reduces the likelihood of using the emergency backup units.  

 

(iv) NTPC “can rent additional emergency gensets in the event it experiences an above 

average number of emergency situations during a given fiscal period.”
143

 If NTPC 

needs to rent, the evidence suggests that mobile gensets are readily available: 
 

 
Do you know what the response times would be 

compared to Edmonton for those northern utilities 

to obtain mobile gen sets?   

 

MR. HORTON:  I can't really comment on the response 

time other than due to proximity and known 

availability that they actually have those things 

in their inventory.  In certain cases, the response 

time would be quicker.
144

 {Emphasis added}  

  

 

(v) NTPC has “assistance agreements in place with other northern utilities in the event of 

an emergency.”
145

 These agreements are “with YEC with NUL, Yellowknife and Hay 

River, and Nunavik Quilliq”.
146

 

 

260. Based on the foregoing, NTPC's claim that it needs 8 mobile genset units based on the 

“historical average number of emergency events” is spurious and not based on evidence. 

 

261. NTPC states that EM03 and EM04 were rented out to QEC in 2014 and 2015.
147

 Both of 

these units are stated to have been “used” three times over a three-year period. Using a 

weighted average approach, we reach the following weighted average outcomes: 

 

                                                 
143

 X034, TGC-NTPC 34 (d).  
144
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145

 X046, NTPC Rebuttal, p. 16, A16.  
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262. Based on the foregoing, the TGC submits NTPC needs no more than 5 mobile gensets in 

inventory for providing emergency and backup generation, with adding an additional genset 

to be conservative. The other three should be considered Plant Held for Future Use and 

removed from Rate Base. NTPC should be directed to address in its Compliance Filing 

which of the 5 units it should maintain in its Rate Base. 

 

 

Summary and Recommendations:  

 

263. Emergency genset units rented to another utility are not being used or required to be 

used for NTPC's operations. There is no evidence to support NTPC's claim that it needs 8 

mobile genset units each year for emergency or backup units at NTPC-owned power 

plants. 

 

264. The evidence indicates NTPC can rent additional emergency gensets in the event it 

experiences an above-average number of emergency situations during a given year. 

Further, these rental mobile gensets are readily available. In addition, NTPC can also rely 

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

emergency. 

 

265. The TGC submits that NTPC needs no more than 5 mobile gensets in inventory to 

provide emergency and backup generation. The other three should be considered Plant 

Held for Future Use and removed from Rate Base. NTPC should be directed to address in 

its Compliance Filing which of the four units it should maintain in its Rate Base. 
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7.4 INUVIK PLANT RELIABILITY IMPROVEMENT 2014/15  

 
266. The Inuvik EMD power plant is used as a standby plant and, by NTPC’s own 

acknowledgement, it has not received the level of investment that the K Plant has.148 After two 

outages in 2012, an investigation revealed a number of deficiencies at the EMD Plant. NTPC 

summarized these deficiencies as follows: 

 

 At present time, there is no local mode available to allow plant operators to 
run generators manually.  

 The radiator control (which cools all the diesel engines) is within the 

station PLC (programmable logic controller). If the PLC fails the radiator 
control is lost. This is a single point of failure and must be rectified.  

 Operators do not receive timely warnings of temperature increases 
occurring on an engine  

 Current circuit breakers on generators do not always trip (interrupt power 
flow after detecting a fault) this has resulted in damage to units.  

 The deadbus relays are not paralleled and if one fails the power feeds will 
automatically trip (fault/fail) thereby representing a single point of failure.  

 The current residual heating system controller at the plant is out of date  

 The current residual heating system failsafe is not adequate and requires 
replacement with a new 3-way value.  

 The computers in the Inuvik plant are outdated and past their useful 
life.149{Emphasis added}  

 

267. There are a number of areas where evidence suggests NTPC’s actions could be 

considered as imprudent.  

 

7.4.1 Incomplete Scope of Work to be Done 
 

268. NTPC stated the “cost to correct the deficiencies was greater than initially anticipated and 

the nature of the deficiencies resulted in increases in project scope as some of the 

deficiencies required more project work than originally planned to fully correct the 

deficiency.”
150

 The TGC question why, if the deficiencies were fully identified, management 

was not able to properly scope the nature and extent of the work involved. 

 

269. The Inuvik Plant Reliability Improvement was budgeted to cost $0.197M and had an actual 

cost of $0.654M, an increase of $0.457M or 3.3 times. Mr. Merani, in the TGC's filed evidence,  

noted that the Inuvik EMD power plant has been allowed to fall into a state of disrepair and 

neglect. While it is not known how long these significant deficiencies have existed, he opined 

that these deficiencies resulted from neglect and that it was “likely that this neglect contributed to 

                                                 
148
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149
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150
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the two outages in 2012.”151 

 

7.4.2 Waiting for 2 years after outages in 2012 to undertake remedial work 
 

270. Mr. Merani also expressed the concern that, despite the fact that the 2 outages occurred in 

2012, NTPC waited until 2014/15 to undertake timely remedial measures to fix the deficiencies, 

jeopardizing the availability of safe and reliable service to customers in Inuvik: 

 
In my view, there is no excuse for this delay. 

Further it begs the questions: Has NTPC allowed 

other plants to similarly fall into a state of 

disrepair? Why does it take NTPC so long even after 

problems are identified to remediate these 

problems? Do we need more frequent reporting on 

plants that are in a state of disrepair, but are 

not brought up to a state where they continue to 

provide safe and reliable service? As a public 

utility, it is incumbent on NTPC to ensure all its 

generation facilities are operating in a safe and 

reliable manner. The fact that the EMD plant is a 

standby plant does not lessen NTPC’s responsibility 

in this area.
152

  

 

7.4.3 Daily, Weekly and 120-Day inspections failed to reveal any deficiencies 

 

271. NTPC stated that all “plants undergo daily, weekly, monthly and 120 day inspections and 

maintenance”.
153

 If this is the case, then it is unclear why the long list of deficiencies noted 

above were allowed to go uncorrected and only found upon an investigation following the 2 

outages in 2012. Essentially, the regular inspections and maintenance were entirely 

ineffective in detecting the myriad of problems which existed at the EMD Plant. 
 

272. On the other hand, if NTPC was aware of the noted deficiencies, but deliberately choose not 

to do the much-needed remediation work, the TGC submits this constitutes imprudence and a 

serious abrogation of its mandate to provide customers service in a safe and reliable manner.  

 

273. It appears clear from the hearing record that remedial action at the Inuvik EMD Plant only 

became a priority after the 2 outages and the realization the Inuvik K Plant would lose its gas 

supply, which in turn accelerated the need to undertake changes. NTPC states: 

 
One of the issues was the loss of supply of gas for 

the Inuvik K Plant.  The duty of the EMD plant had 

to be moved from standby to continuous operating.  
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The perception in the need of replacement of some 

of these items would be advanced.
154

 

 

274. Having allowed the EMD Plant to limp along in face of the deficiencies, which NTPC 

should have known about, a condition known as “ferrosonance…caused some damage to the 

some of the electrical components in the plant.”
155

 In addition, at the hearing, one NTPC 

witness discussed what appears to be a one of the primary contributors to the outages:  
 

One example would be that there was no local 

control of the rad motors for the EMDs.  It had 

been designed that way and operated and functioned 

that way for many years without a problem.  Until 

that event, it became apparent that it was a 

weakness.  That is one of the items on the list to 

be rectified.
156

 
 

275. It is not clear why NTPC’s daily, weekly, monthly and 120 day inspections and 

maintenance did not identify the weakness described above respecting the lack of “local 

control of the rad motors”. The fact is, these inspections did not identify this weakness, and a 

myriad of other weakness, which NTPC claims were only found after the 2 outages in 2012. 

Certainly, more thorough inspections are needed.  

 

7.4.4 NTPC knew of some of the deficiencies prior to the 2 outages 

 

276. Notwithstanding NTPC's assertions that the deficiencies were only found after the 2 

outages, the evidence appears to suggest otherwise. At the hearing, one NTPC witness 

acknowledged: “Some of the items may have been known to management but the schedule to 

upgrade these items had to be advanced due to continuous operation of the plant, the new 

operating conditions that were involved.”
157

 

  

277. NTPC indicated the decision not to upgrade the EMD plant was based on “annual capital 

budgetary constraints”.
158

 The TGC shares Mr. Merani’s observations that budgetary 

constraints cannot be used as an excuse to neglect repairs required to continue providing 

service to customers in a safe and reliable manner. In essence, deferring capital expenditures 

to a later year simply exacerbates the problems and ends up costing more in the long-term, as 

was the case with the EMD Plant. As NTPC planned the project and determined the nature 

and extent of the deficiencies, “the project grew in scope and complexity.”
159

 Further, and 

predictably in our view, the “cost to correct the deficiencies was greater than initially 

anticipated and the nature of the deficiencies resulted in increases in project scope as some of 

the deficiencies required more project work than originally planned to fully correct the 
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deficiency."
160

 It, therefore, does not come as a surprise that the actual costs came in 

significantly higher than the original budget. 

 

278. The key question for the Board is why these deficiencies went undetected in light of 

NTPC's daily, weekly, monthly and 120 day inspections and maintenance activities.  

 

7.4.5 Need for Actual and Forecast Cost by Major Cost Category 

 

279. To better understand the excess in costs incurred for capital projects, Mr. Merani 

recommended and the TGC concurs:  

 
In future rate applications where NTPC seeks 

approval of project costs already completed, 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. In my view, 

this would allow parties a better sense of the 

accuracy with which NTPC is able to prepare its 

budget for capital projects and understand the 

impact of both cost escalations and scope changes 

on the capital project.
161
  

 

280. For greater clarity, the TGC recommends that the actual to budget reconciliation 

recommended above be similar to that provided in X011, TGC.NTPC-41 (f), which is 

reproduced as follows: 

  
 

Proposed Disallowance 

 

281. Based on evidence filed by NTPC, and the findings and recommendations in this section, 

Mr. Merani recommended a disallowance of 25% of the capital costs from rate base: 

                                                 
160
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NTPC’s inaction to undertake timely remedial 

activities to ensure the EMD Plant was able to 

provide service in a safe and reliable manner is 

unacceptable. It knew, or ought to have known, that 

the EMD Plant was in urgent need of repairs and 

this inaction likely contributed to the two outages 

in 2012. In my view, based on the evidence filed by 

NTPC, the inaction constitutes imprudent behaviour 

on part of management and to this end, I recommend 

disallowance of 25% of the capital costs from rate 

base inclusion.
162
 

 

282. The TGC concurs with the foregoing recommendation and submits this may incite NTPC 

to either (i) budget for corrective actions when it is aware of issues at a plant that need to be 

remedied, or (ii) undertake such remedial action as a priority when reliability and quality of 

service are jeopardized.  

 

Summary and Recommendations: 

  

283. After two outages in 2012, an investigation revealed a number of deficiencies at the EMD 

Plant. There are a number of areas where evidence suggests NTPC’s actions could be 

considered imprudent.  

 

284. Notwithstanding the identification of the deficiencies, NTPC failed to fully define the 

scope of the work to be done. The budget for to repair the deficiencies was $0.197M; 

however, the actual costs was 3.3 times higher at $0.654M. The Inuvik EMD power plant had 

been allowed to fall into a state of disrepair and neglect. It is likely that these deficiencies 

resulted from neglect, which contributed to the two outages in 2012. 

 

285. There was no excuse for NTPC to wait 2 years after the outages in 2012 to undertake 

remedial work, jeopardizing the availability of safe and reliable service to customers in Inuvik. 

If such delays are common, more frequent reporting on plants that are in a state of 

disrepair is needed. As a public utility, NTPC must ensure all its generation facilities are 

operating in a safe and reliable manner. The fact that the EMD plant is a standby plant 

does not reduce NTPC’s responsibility in this area.  

 

286. The daily, weekly and 120-Day inspections and maintenance programs were apparently 

ineffective in detecting the myriad of problems which existed at the EMD Plant. If NTPC 

was aware of the noted deficiencies, but deliberately choose not to do the much-needed 

remediation work, this constitutes not only imprudence but also a serious abrogation of its 

mandate to provide customers service in a safe and reliable manner. 

 

287. NTPC's evidence suggests that remedial action at the Inuvik EMD Plant only became a 

priority after the 2 outages and the realization the Inuvik K Plant would lose its gas supply, 
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which in turn accelerated the need to undertake needed changes.  

 

288. Some of the items which needed to be rectified may have been known to management; 

however, due to budgetary reasons, these were not rectified and were only advanced due to 

the need to ensure continuous operation of the plant. Budgetary constraints are no excuse 

for the failure to complete repairs necessary to continue providing service to customers in 

a safe and reliable manner.  

 

289. To better understand the excess in costs incurred for capital projects, the Board should 

direct NTPC, in future rate applications where NTPC seeks approval of project costs 

already completed, to provide the actual and budgeted cost information in the following 

categories: (i) budgeted costs, (ii) cost escalations, and (iii) scope changes. This would 

provide a better sense of the accuracy with which NTPC is able to prepare its budget for 

capital projects and allow for an understanding of the impact of both cost escalations and 

scope changes on the capital project.  

 

290. Based on evidence filed by NTPC, and the findings and recommendations in this 

section, the Board should disallow 25% of the capital costs of the project from rate base.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



TGC    NTPC 2016-2019 Phase 1 GRA  August 14, 2017 

ARGUMENT   Page 91 

2487942v6 91 

 

7.5 JEAN MARIE RIVER ENGINE REPLACEMENT – 2014/15  

 

291. The Jean Marie River Engine Replacement 2014/15 project was budgeted to cost 

$0.540M. However, the project actually cost some $0.756M, resulting in costs in excess of 

$0.216M over the budgeted amount. NTPC attributes this excess to (i) unforeseen issues with 

the engine replacement and (ii) revised project scope.
163

 These excess costs could have been 

avoided.  

 

292. It is clear from NTPC's evidence that there were significant problems with the design 

phase. The project was under scoped, which resulted in the additional costs noted above. 

NTPC stated: 

 
The project was under scoped in the design phase. 

There was no estimate provided for consulting costs 

and during execution of the project a number or 

issues were identified that expanded the scope 

substantially. The aging plant required capital 

improvements to complete the new engine 

installation, which was not factored into the 

original project design and budget. This resulted 

in overspends in labor and contractor costs. In 

addition, the overhead rates increased from the 

original budget fiscal year and additional IDC was 

incurred as the project duration was longer than 

originally planned.
164

 

 

293. It is clear that planning at the “design stage” was significantly lacking or undertaken in 

only a cursory manner, which led to increased costs. At a summary level, the problems which 

were caused by under scoping the project are as follows: 

 

(i) No estimate provided for consulting costs;  

(ii) Aging plant required capital improvements to complete the new engine 

installation. This was not factored into the original project design and budget, 

resulting in overspends in labor and contractor costs; and 

(iii) The project duration was longer than originally planned, leading to (i) 

additional overhead costs and (ii) additional IDC.  

 

294. There also appears to have been little or no oversight by the project management team to 

ensure that the significant problems which marred this project did not occur in the first 

instance.  
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295.  In the TGC's evidence, Mr. Merani highlighted 3 issues that demonstrated NTPC's 

imprudence with respect to the manner in which this project was undertaken. These issues 

are as follows: 

 

(i) Aging Plant needed capital improvements prior to new engine installation 

 
First, NTPC knew or ought to have known that the 

plant was “aging” and would require capital 

improvements to complete the new engine 

installation. Omitting this major step at the 

initial design phase is unacceptable in light of 

the fact that NTPC has been in the business of 

generating electricity, including the installation 

of new or replacement diesel engines, for many 

years.
165

 {Emphasis added}  

 

(ii) Inadequate oversight by NTPC Project Management Team  
 

48. Next, NTPC has or should have had sufficiently 

trained and competent technical staff who should 

have incorporated and planned for the fact that an 

aging plant would require capital improvements to 

complete the new engine installation. Insufficient 

planning took place at the design stage, the result 

of which was to: (i) increase labour and contractor 

costs; and to (ii) delay the project completion 

date, which in turn, resulted in additional IDC 

costs. The responsibility to ensure that the 

project is adequately scoped and planned rests 

squarely with NTPC; as such, the additional costs 

in question should not be the responsibility of 

customers.
166
  

 

 

(iii) NTPC did not realize additional load associated with new water plant would cause 

stability/reliability issues and the plant would need a larger sized engine 
 

49. An additional issue which arose is the fact 

that the new water treatment plant was built before 

the old G1 engine was replaced with the new larger 

100 kW unit. The new water plant caused the lights 

in the community to flicker and led to the 

occasional outage due to high load. Again, NTPC 

should have anticipated the additional load with 
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the new water plant would lead to reliability and 

stability issues given the inadequate existing 

generation capacity at the plant. The water plant 

was built, NTPC realized there were stability and 

reliability issues as a result and only then, it 

appears, did NTPC decide to replace the 70 kW 

engine with a 100 kW engine. NTPC should have 

recognized the clear need to install a replacement 

engine prior to the new water plant to ensure 

reliable, uninterruptible supply.
167
  

 

296. NTPC candidly admitted that if its new capital planning process had been in effect, then 

it would not have incurred the additional costs. It stated: 

 
At the time this project was underway management 

had initiated the development of a new capital 

planning process. This improved process would have 

likely mitigated project risks and help control and 

prevent future budgetary excesses. Please refer to 

BR.NTPC-1 (c) and BR.NTPC-3 (c) for further 

information on the new capital process and improved 

project risk management.
168
 

 

 

297. Further, in response to a question regarding whether management would undertake this 

project any differently today to avoid the “unforeseen issues”, NTPC again candidly 

confirmed that these issues would not have occurred under its new Capital Planning Process:   

 
Management would undertake this project differently 

by virtue of the current project management 

processes. As noted above, it would be expected 

that the issues encountered on this project would 

not be repeated under the current process. Please 

refer to BR.NTPC-1 (c) and BR.NTPC-3 (c) for 

further information on the new capital process and 

improved project risk management.
169
 

 

298. At the hearing, NTPC noted that the scope creep reflected the need “to add scope to deal 

with those issues as they were found.”
170

 Based on the facts as presented above, the 

additional work during the execution of the project could have been anticipated had NTPC 

undertaken a more thorough review at the planning or design stage. 

 

299. In its Reply, NTPC stated: 

                                                 
167

 X039, para. 49. 
168

 X011, TGC.NTPC-36 (c) and (d). 
169

 X011, TGC.NTPC-36 (e).  
170

 Transcript of Proceedings, Vol. 2, p. 218, L24-25.  
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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.
171

 

 

300. This answer is unacceptable. NTPC has more than enough experience and history to 

know, or least to find out, the nature and extent of required plant improvements associated 

with an aging plant. As an experienced operator, NTPC should have had sufficient internal 

processes to ensure the project was adequately scoped.  

 

301.   Based on the lack of proper scoping of the project at the design stage and the very 

limited (if any) management oversight by the project management team, the TGC concurs 

with Mr. Merani's recommendations, as follows: 

 

  
52. The responsibility associated with the 

additional costs resulting from under-scoping the 

project rests squarely with NTPC. There is no 

evidence as to what the budgeted costs would have 

been had the project been correctly scoped. Based 

on the evidence submitted by NTPC, it is clear that 

additional IDC costs would not have transpired as 

presumably the project would have been completed in 

2014/15 as planned. In addition, there would also 

have been efficiencies in the planning and 

execution phase.  

 

53. However, NTPC did not have adequate capital 

planning processes which, as noted by NTPC, would 

have mitigated project risks and controlled or 

prevented budget excesses. It is this lack of 

processes or lack of adequate internal controls in 

the capital planning design and execution phase 

which largely created the over-spend. To this end, 

I recommend the Board deny the inclusion in rate 

base of the excess amount of $0.216M ($0.756M 

actual cost less $0.540M budgeted costs).
172
  

 

Summary and Recommendations:  
 

302. Planning at the “design stage” was significantly lacking or undertaken in only a 

cursory manner, leading to increased costs. There was also little or no oversight by the 

                                                 
171

 X046, p. 16, A17. 
172

 X039, paras. 52-53.  
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project management team to ensure that the significant problems that marred this project 

did not occur in the first instance.  

 

303. At the design stage, NTPC knew or should have known that an aging plant would need 

capital improvements prior to new engine installation. There was also inadequate 

oversight by the NTPC Project Management Team to ensure that the project was properly 

and comprehensively scoped. NTPC also failed to anticipate that the plant would require a 

larger sized engine due to the stability and reliability issues caused by the additional load 

associated with new water plant.   

 

304. NTPC confirmed that if its new capital planning process had been in effect, then 

NTPC would not have incurred the additional costs. Had the project been properly scoped, 

additional IDC costs would not have occurred and NTPC could have mitigated project 

risks and controlled or prevented budget excesses.  

 

305. The Board should therefore deny the inclusion in rate base of the excess amount of 

$0.216M ($0.756M actual cost less $0.540M budgeted costs).  
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7.6 GAMETI ENGINE REPLACEMENT AND PLANT HEAT RECOVERY 2014/15 

ADDITION  

 
306. The Gameti Engine Replacement and Plant Heat Recovery Project was budgeted to cost 

$0.9M but ended up with an actual cost of $1.277M, a difference of $0.377M or 42%. This 

variance is attributed to the project being under scoped; according to NTPC:
173

  
 

This project entailed replacing the CAT 3306 diesel 

generator with a more efficient unit and upgrading 

the heat exchanger on the G1 – CAT C10 generator at 

the Gameti power plant. This project was necessary 

to meet the PUB required firm capacity requirements 

and to ensure the power plant was able to continue 

to meet the power demands of the community. The 

total project spend of $1.277 million was above the 

original total budget of $0.900 million, as the 

project was initially under scoped. The used 

generator was a containerized unit and required 

additional work to complete the installation. This 

expanded project scope required more onsite visits 

be completed by staff and contractors.
174
 [Emphasis 

added] 

 

7.6.1 Increase in Scope re: Heating System Upgrade 

 

307. In spite of knowing about the need to upgrade to the heating system at the outset of the 

project, NTPC did not include an estimate of these upgrade costs as a part of the original 

project proposal. At first blush, this looks like a case of an imprecise project scope definition. 

However, at the hearing, NTPC clarified that the increased scope for the heating system 

upgrade was only realized when the actual work commenced: 

 
Mr. JEERAKATHIL: ….My question is:  If you knew 

about the upgrade to the heating system at the 

outset of the project, do you know why the 

additional work wasn't anticipated?   

 

MR. HORTON:  The original heating system upgrade 

included a portion of the heat recovery piping and 

the heat exchanger for the engine replaced.  When 

the heating piping was taken apart and the heat 

exchanger was inspected, it was found that we 

needed to replace another heat exchanger as well as 

                                                 
173

 X001, p. 11-17.  
174
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the engine block heat exchangers.
175

 {Emphasis 

added}  

 

308. Based on the foregoing response, the TGC accepts this scope change could not have been 

anticipated at the time the project design process was undertaken and that additional costs 

had to be incurred. 

 

 

7.6.2 Why did NTPC buy a Containerized Unit but not use it?  

 

309. The cost of the containerized unit, purchased at an auction, was $0.005M whereas the 

cost of the non-containerized unit is $0.085M.
176

 While typically, such containerized units 

are connected from outside the power plant, in this case, it was removed from the container 

and installed inside the plant. At the hearing, NTPC clarified its design for the project never 

planned to use a containerized unit. Rather, NTPC’s design contemplated “harvesting the 

engine from the container and installing it in the plant to replace an existing gen set.”
177

 It 

bought a containerized unit because it was a “good deal”.
178

 

 

310. Based on the foregoing, and even though NTPC incurred additional costs to replace the 

radiator which was found to be faulty,
179

 the TGC does not have further concerns on NTPC’s 

decision to purchase a containerized unit but not using it as such.  

 

7.6.3 Replacement Generator results in a significant Generation Excess Capacity 

 

311. As noted above, the primary main reason to replace the existing 100 kW Engine with a 

300 kW Engine was “to meet the PUB required firm capacity requirements.”
180

 The RFC 

increased from negative 14 kW to an excess of 186 kW. This represents a significant excess, 

nearly 57% of the Plant’s RFC.
181

 A review of some of the RFC calculations for Thermal 

Zone communities indicates that the Gameti excess generation capacity after the installation 

of the replacement engine is on the high side. That is, while Gameti ends up with an excess 

generation capacity of 57%, the average of the other plants is about 17%, as shown on the 

following table:  

 

                                                 
175
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176
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177
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312. The TGC note that the existing 100 kW engine is being replaced by one with a capacity 

of 300 kW.
182

 The significant excess capacity appears to arise as NTPC was able to get the 

300-kW unit at a significantly discounted price, at $0.005M, at an auction, and therefore, the 

additional capacity did not cost much. The TGC assumes that NTPC would otherwise have 

bought a replacement engine which met the RFC criterion without ending up with such a 

large capacity excess.  

 

313. The issue for the TGC, however, is more about consideration NTPC takes into account to 

ensure that the level of excess generation capacity, when an engine is being replaced to meet 

the RFC criterion, is reasonable. NTPC should be directed to address this issue at its next 

GRA. 

 

Summary and Recommendations: 
 

314. Based on the additional information provided by NTPC at the hearing, the TGC 

acknowledge that the increased scope for the heating system upgrade was only realized 

when the actual work commenced, and could not have been anticipated at the design stage. 

Further, while typically, a containerized unit is connected from outside the power plant, 

NTPC confirmed it always intended to harvest the engine from the container and install it 

inside the plant to replace an existing genset. The TGC does not have further concerns on 

NTPC’s decision to purchase a containerized unit but not using it as such.  

 

315. However, the TGC does note that the replacement engine resulted in a significant 

amount of Excess Generation Capacity, some 57% compared to an average of 17% for 

                                                 
182

 X011, TGC.NTPC-38 (a).  

NTPC 2016/19 General Rate Application

Generation Capacity in Excess of the Required Firm Capacity 

Plant Ref

FC Peak 

Load Add 10%

RFC at 

110% of 

FC Peal 

Load

Capacity if 

Largest 

Engine 

Fails

Excess 

Gen 

Capacity %

kW kW kW kW kW

Gameti 2014/15 X011, TGC.NTPC-38 (a) 296.0      29.6        325.6      512.0      186.4      57%

Jean Marie River 2014/15 X011, TGC.NTPC-36(a) 130.0      13.0        143.0      160.0      17.0        12%

Fort Good Hope 2014/15 X011, TGC.NTPC-39(f) 738.0      73.8        811.8      830.0      18.2        2%

Jean Marie River 2018/19 X011, TGC.NTPC-60(d) 130.0      13.0        143.0      196.0      53.0        37%

Average 27%

Average Excluding Gameti 17%
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some other plants.  NTPC should be directed, at its next GRA, to address considerations it 

takes into account to ensure that the level of excess generation capacity is reasonable, 

when an engine is being replaced to meet the RFC criterion. 
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7.7 FORT GOOD HOPE ENGINE REPLACEMENT 2014/15 

 

316. The Fort Good Hope Engine Replacement Project was undertaken over a 2-year period, 

2014/15 and 2015/16. It was budgeted to cost $0.950M but ended up with an actual cost of 

$1.268MM, an increase of $0.318M or 33%. NTPC confirmed the entire project variance 

“was primarily the result of the engine aftercooler issues”.
183

  

 

317. The main source of this variance is the fact that the original project scope had what 

NTPC refers to as a “design issue”; more specifically, the design did not properly capture 

where the aftercooler should be located. It was only during testing and commissioning that 

NTPC realized the aftercooler needed to be relocated closer to the engine. This in turn, led to 

a change in the structural design. This “design issue” was further elaborated by NTPC as 

follows:  

 
Upon commissioning of the project, the Corporation 

noted project deficiencies. Although the 

aftercooler was included as part of the original 

project scope, it was found that the engine could 

not pick up the expected load increases subsequent 

to the unit’s installation. This was due to a 

design issue with respect to the location of the 

aftercooler and it was necessary to relocate it 

closer to the genset. This required creating a new 

structural design for the aftercooler support 

structure and contractors needed to be deployed to 

site to build and install the structure as well as 

relocate the cooler. Furthermore, some electrical 

work was delayed due to operational considerations 

and this required additional site visits by 

contractors.
184

 {Emphasis added}  

 

318. It is this design issue which led to the need (i) to create a new structural design for the 

aftercooler support structure and (ii) to deploy contractors to not only build and install this 

structure but also relocate the aftercooler closer to the genset.  

 

319. In Rebuttal evidence, NTPC states: 

 
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 

                                                 
183
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184
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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.
185

 

 

320. In essence, NTPC ignored the consultant’s recommendation, choosing instead a lower 

cost option. While the consultant’s recommendations would have resulted in a higher cost 

option, it became very quickly clear during the testing and commissioning stage of the 

project that NTPC’s proposed design respecting the location of the aftercooler was flawed.  

 

321. At the hearing, NTPC witnesses indicated that the consultant determined that the 

aftercooler “could operate…properly in the location where it was originally placed.”
186

 

However, this appears contrary to the Rebuttal evidence where NTPC clearly states that “new 

genset location” i.e. close to the engine, “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.”
187

 

 

322. NTPC also confirmed “there was no ideal location in close proximity;”
188

 hence, it should 

have been clear that consistent with the consultant’s recommendation, the new genset 

location, while more expensive, should have been the preferred alternative. As an 

experienced utility operator, and one that is intimately familiar with the Fort Good Hope 

plant design, one must ask the question: why was it not possible for NTPC to anticipate that 

the aftercooler should have been located closer to the genset as part of its initial design and 

scoping of the project? 

 

323. The TGC therefore adopt the Mr. Merani’s recommendation as follows:  

 
In my view, the responsibility for the design and 

scope of any capital project is in the hands of 

NTPC. It alone is vested with the responsibility to 

provide electric utility service in safe and 

reliable manner, at the lowest possible prudently 

incurred cost. Part of this responsibility is to 

scope and design capital projects such that they 

are installed and available for service at the 

lowest possible prudently incurred costs. Based on 

                                                 
185
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the evidence provided by NTPC, the “design issue” 

in this case emanated from NTPC improperly locating 

the aftercooler at the design stage. Had the 

location of the aftercooler been properly designed 

in the first place such that it was it was closer 

to the genset, it would not have been necessary to 

incur $0.318M in additional costs. These costs 

should not be a customer responsibility and should 

be denied for inclusion in rate base.
189

 {Emphasis 

added}  

 

Summary and Recommendations: -  

 

324. NTPC ignored the consultant’s recommendation, choosing instead a lower cost option. 

This option was soon found to be problematic as it became very quickly clear during the 

testing and commissioning stage of the project that NTPC’s proposed design respecting the 

location of the aftercooler was flawed.  

 

325. As there was no ideal location in close proximity to place the aftercooler, NTPC should 

have followed the consultant’s recommendation. As an experienced utility operator, and 

one that is intimately familiar with the Fort Good Hope plant design, one must ask the 

question: why was it not possible for NTPC to anticipate that the aftercooler should have 

been located closer to the engine as part of its initial design and scoping of the project? 

 

326. NTPC alone is vested with the responsibility to provide electric utility service in safe 

and reliable manner, at the lowest possible prudently incurred cost. The evidence is clear: 

the “design issue”, and the attendant $0.318M spent to correct the initial design flaw, 

would not have been necessary had the aftercooler been located closer to the engine in the 

first instance. These costs, therefore, should not be a customer responsibility and should be 

denied for inclusion in rate base. 
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7.8 JEAN MARIE RIVER FUEL SYSTEM UPGRADE – 2015/16 

 

327. NTPC justified the Jean Marie River Fuel System Upgrade on grounds it would reduce 

the risk of fuel spills, and associated environmental concerns and downtime. It was budgeted 

to cost $0.477M but ended up with an actual cost of $0.543M, an increase of $0.066M or 

13.8%.
190

 

 

328. When asked to explain the above noted variance, NTPC noted its: 
 

…. business case did not include the design phase 

of the project, which increases the total project 

budget from $0.477 million to $0.527 million. The 

actual cost of $0.549 million was $0.022 million 

(3.9%) above budget largely due to higher than 

expected design costs, which led to higher 

contractor and consultant costs as outlined in 

Table 1 below the design phase of the project was 

not included in the business case.
191 {Emphasis 

added}  

 

329. In evidence filed by Mr. Merani for the TGC, he states: 

 
My concern is not so much about the need for the 

project or the actual costs. It is related more to 

the manner in which the budget was assembled. More 

specifically, it is difficult to understand why the 

“design phase of the project” was not included in 

the budget. Since NTPC is using a project template, 

it would be reasonable to assume that any such 

template would have to have some component line 

items for the project’s design phase. In addition, 

there are supposed to be internal checks and 

balances so that all managers, from the Project 

Manager to the Asset Manager (and perhaps others) 

are supposed to review the budget with a view to 

ensuring it reflects all major components. None of 

these internal checks and balances appeared to have 

been at play in this instance.
192
 

  

330. However, in Rebuttal Evidence, NTPC clarified that the design phase of the budget was 

not actually missed from its budget template as its earlier evidence indicated
193

, but was 

instead shown as part of its CWIP Schedule 11.6 in its GRA filing:  
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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. {Emphasis added}
194
 

 

331. It is unfortunate that the foregoing clarification was only provided as part of NTPC’s 

Rebuttal rather than in the initial round of IR Responses, or even when NTPC filed its 

revised Response X040, TGC.NTPC-46 Revised following the Technical meeting. Clearly, if 

this clarification was filed earlier in the hearing process, the need to file intervenor evidence 

on this issue would have been obviated.  

 

332. Based on the further clarification received in Rebuttal, the TGC does not have further 

issues on this project.  

 

Summary and Recommendations:  

 

333. While NTPC’s initial evidence suggested the design portion of the project budget was 

not included in its business case, its Rebuttal Evidence provided clarification that this 

portion of the budget was actually included as part of its CWIP Schedule 116. Had this 

explanation been provided earlier than in its Rebuttal Evidence, the need to file intervenor 

evidence on this issue would have been obviated.  

 

334. It is also noted that NTPC states it has implemented a new process to ensure the design 

budget and construction budgets are combined when the business case is completed for 

presentation purposes.  

 

335. Based on the further clarification received in Rebuttal, the TGC does not have further 

issues on this project.  
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7.9 NORMAN WELLS PLANT HEATING CONVERSION - 2015/16 

 

336. NTPC provide the following information in respect of the Norman Wells Plant Heating 

Conversion project undertaken in 2015/16: 
 

This is year one of two of a multi-year project. 

This project involves the installation of a new 

NTPC standard 90,000L storage tank in Norman Wells. 

This plant’s existing 4,000L backup diesel storage 

tank does not have the required capacity for 

extended operating periods. The installation of new 

larger tank will allow NTPC to meet the power needs 

of the community for extended periods when Imperial 

Oil shuts down its plant for repairs and 

maintenance. The total project spend of $0.570 

million was above the original total budget of 

$0.410 million. [Page 11-14] 

 

337. The TGC notes that the cost overrun on this project amounts to $0.160K or 39%. When 

asked to provide an explanation for this overrun, NTPC declined and stated: 

 
As per PUB Decision 13-2014, section 4.3.2 notes 

the Corporation is not required to provide variance 

explanations for projects that do not exceed $0.200 

million, and consequently no variance explanation 

will be provided. 

 

338. The TGC submits a variance of 39% is significant and requires an explanation. In the 

absence of such an explanation, there is no evidence for the Board to assess whether the 

excess amounts were due to NTPC's imprudence or events outside of NTPC's control.   

 

339. The Board has clearly stated that the materiality thresholds determined in Decision 13-

2014, which are applicable to NTPC’s Report of Finances and Operations, do not necessarily 

carry over to the GRA setting. It ruled as follows: 

 
In the Board’s view the materiality threshold for 

variances (respecting the report of finances and 

operations) or the number of years of historical 

information to be provided in support of forecast 

information, all as set out in MFR Decision 13-

2014, must be viewed as high level guidance; any 

information requests that are in question due to 

the strict application of the parameters in the MFR 

Decision, must be assessed and evaluated in light 

of whether the information is relevant and 

necessary to test the veracity of forecasts or to 

demonstrate a broader principle or concern 
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involving the utility’s internal systems, 

procedures and practice.
195
 {Emphasis added}  

 

340. In our view, rather than automatically dismiss all questions which fall under the 

thresholds approved by the Board in MFR Decision 13-2014, the TGC recommends NTPC 

be required to demonstrate that questions on variances less than $0.200M are neither (i) 

relevant nor (ii) necessary to “test the veracity of forecasts or to demonstrate a broader 

principle or concern involving the utility’s internal systems, procedures and practice”. 

 

Summary and Recommendations:   
 

341. A variance of 39% from forecast in capital addition is significant and requires an 

explanation. Without any explanation, the Board has no evidence with respect to whether 

the excess amounts were due to NTPC's imprudence or events outside of NTPC's control.  

 

342. NTPC has the onus of demonstrating that questions on variances less than $0.200M 

are neither (i) relevant nor (ii) necessary to “test the veracity of forecasts or to demonstrate 

a broader principle or concern involving the utility’s internal systems, procedures and 

practice”. NTPC cannot automatically dismiss all questions which fall under the threshold 

approved by the Board in its MFR Decision 13-2014.  
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7.10 INUVIK TANK F BULK FUEL STORAGE UPGRADE – 2015/16 

 

343. The Inuvik Tank F Bulk project “consisted of upgrading Tank F, associated infrastructure 

(piping, berm) and construction of a new truck loading station. These upgrades were 

necessary for the tank to remain compliant with regulatory requirements, current industry 

practice and a contractual obligation with the Fuel Service Division of the GNWT. The tank 

stores fuel for generation in Inuvik, Fort McPherson and Tsiigehtchic.”
196

The Corporation 

risked a structural failure if the tank, piping, and berm were left in their current state, which 

could result in a major diesel spill. In order to ensure the tank continues to operate in a safe 

and reliable way, it was essential that the upgrades be completed.”
197

 

 

344. It was budgeted to cost $3.511M but ended up with an actual cost of $4.453M,
198

 an 

increase of $0.942M or 27%. 

 

345. The 2 primary reasons for the cost overrun were (i) higher than anticipated prices and (ii) 

project design issue, described as follows: 

 
The market for the associated work increased from 

the time the initial budget was prepared until NTPC 

went to obtain tenders, which resulted in higher 

than anticipated prices. In addition, there was a 

project design issue with the leak detection 

system. The original design did not perform as 

expected and additional work was required to ensure 

the safe operation of the tank.
199
 [Page 11-22 to 

11-23] 

 

346. Mr. Merani filed evidence for the TGC and raised certain concerns which are discussed 

as follows. 

 

7.10.1 Higher than anticipated prices 

 

347. It took NTPC 2 years from the time it initially prepared the budget for this project and the 

time it went for tenders for the Phase 1 portion of the project and 3 years for Phase 2.
200

 

While NTPC was asked in an IR to comment on why “the elapsed time is significant (more 

than 6 months)” it choose not respond.
201

 This delay, according to NTPC, cost an additional 

$0.6M,
202

 or about 64% of the total project variance.  

 

348. In evidence, Mr. Merani noted: 
 

                                                 
196

 X001, pp. 11-22 - 11-23.  
197

 X001, pp. 11-22, 16-20. 
198

 X001, p. 11-22.  
199

 X001, pp. 11-22 - 11-23.  
200

 X011, TGC.NTPC-43 (c).  
201

 Ibid. 
202

 X011, TGC.NTPC-43 (d). 



TGC    NTPC 2016-2019 Phase 1 GRA  August 14, 2017 

ARGUMENT   Page 108 

2487942v6 108 

Given the evidence that NTPC risked a “structural 

failure if the tank, piping, and berm were left in 

their current state, which could result in a major 

diesel spill”, as noted above, the two and three 

year timeframes between initial estimate and tender 

issuance are difficult to accept.  

 

NTPC simply states [sic X011, TGC.NTPC-43 (c)] 

these timeframes were needed to allow for “detailed 

design and proper project planning.” However, it 

has not provided any evidence with respect to the 

design and project planning that resulted in these 

long timeframes. It is also of concern that while 

these two and three year estimate to tender 

issuance delays took place, NTPC was operating at a 

risk that there could be a structural failure and a 

fuel spill. That is, customers were risking major 

clean-up costs associated with fuel spills and as 

well, supply interruption, and potential breaches 

of environmental statutes. In addition, the risk of 

price escalation increased with these significant 

delays to issue tenders, the result of which was to 

increase project cost by $0.600M.
203

 {Emphasis 

added}  

 

In response, NTPC in its Rebuttal Evidence states: 

 
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 were encountered as the contractor 

completing the project went into receivership and 

the remaining work had to be reassigned to other 

contractors.
204

 

 

349. The TGC submit that the long timeframes put customers in Inuvik at risk in the event 

there was a structural failure to the tank and a fuel spill. While NTPC states the project was a 

“significant undertaking”, it provides no evidence why, in light of the risks Inuvik customers 

were exposed to, it could not have expedited the project. It is, in our view, imprudent for the 

Corporation to take so long to complete a project and remain non-compliant with regulatory 

requirements and current industry practices. It is all the more unsettling considering that in 

the event the risk of a structural failure and/or fuel spill actually came to pass, it could have 

                                                 
203

 X039, para. 99. 
204

 X046, p. 20-21, A26.  
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cost NPTC, and the Thermal Zone customers, much more than the cost incurred for this 

project.  

 

350. NTPC noted in its Rebuttal Evidence that project delays were also experienced as the 

“contractor completing the project went into receivership and the remaining work had to be 

reassigned to other contractors.”
205

  However, NTPC noted at the hearing that the contractor 

has substantially completed the work, and it was only the deficiencies which were delayed.
206

 

NTPC did not file any evidence if these deficiencies were numerous or not, but given the 

evidence that the contractor was considered the “premier northern contractor from the 

Delta”
207

 and assuming NTPC’s project management team was on top of the contract, one 

would assume the deficiencies were not extensive. If this team was not on top of the contract, 

and allowed a number of deficiencies to fester, clearly this would a clear sign of imprudence.  

 

351. In any event, if the only remaining work was deficiencies, its curious why this would 

have delayed the project much. In any event, while NTPC states the project was delayed, 

there is no evidence if this delay was significant, and if so, why given the nature and extent 

of the deficiencies needed to be remedied. Given that construction holdbacks are a common 

feature, it is also likely that part of that holdback was, or should have been used, to pay for 

any remaining deficiencies left behind by the contractor who went into bankruptcy. 

 

352. The TGC note as well that NTPC’s processes when the project was designed and 

executed were insufficient. NTPC states its capital processes now in effect would not have 

allowed the cost commissioning delays such as ones which NTPC experienced back in 

2015/16; it states: 

 
The additional costs related to the higher than 

anticipated prices was approximately $0.600 million 

and project delays during commissioning added to 

the costs. NTPC has developed improved project 

planning and execution processes to mitigate the 

impact of these types of project risks.
208

 {Emphasis 

added}  

 

 

353. Based on the foregoing, the TGC concurs with the evidence filed by Mr. Merani that the 

2 and 3-year time frames between the initial estimate and tender issuance were too long and 

unnecessarily (i) contributed to increased project costs and (ii) exposed customers in Inuvik 

to a prolonged risk to the risk of a structural failure to the fuel tank, and a major diesel fuel 

spill. 
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 X046, p. 21, A26.  
206
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207
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7.10.2 Project design issue - Incorrect leak detection system 

 

354. NTPC attempted its standard leak detection system for this project, but that it did not 

work: 

 
NTPC has a standard leak detection design that 

performed very well in past installations. There 

was no indication that it would not be appropriate 

for this system until after it was installed. NTPC 

had never attempted this type of detection system 

on such a large supply line in the past, and the 

magnitude of the system caused false leak 

indications during periods of low temperatures.
209
 

{Emphasis added}  

 

 

355. As a result of the foregoing, it incurred an additional cost of $0.370M to correct the 

project design issue.
210

 In its Rebuttal evidence, in response to Mr. Merani’s evidence as 

noted above, NTPC stated it had extensive experience with its leak detection system and did 

not anticipate any issues and further: 

 
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.
211
 

 

356. It is clear from the foregoing that while NTPC may have experience with its leak 

detection system, this experience only extended to use at smaller plants.
212

 Hence, NTC 

simply assumed, incorrectly and with resulting increased costs, that such a system would 

work equally well on a large supply line that it had to deal with in this project. The TGC 

question NTPCs assumption its standard leak detection system would work on a large supply 

as it did on a much smaller line. Mr. Merani in filed evidence noted that “a prudent course of 

action would have been to retain consultants who are familiar with the leak detection system 

on a large supply line.”
213

  

                                                 
209
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210

 X011, TGC.NTPC-43 (d) (iv).  
211

 X046, p. 21, A27.  
212

 Transcript of Proceedings, Vol. 2, p. 302, L8-15.  
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357. Based on the foregoing, the TGC submit NTPC’s assumption that its standard leak 

detection system would work just as well in Inuvik as it did at the other smaller plants, was 

imprudent and is primarily the cause of an addition cost of $0.370M. This cost should be 

denied rate base treatment. 

 

Summary and Recommendations:  

 

358. It was imprudent for NTPC to take so long to complete a project and remain non-

compliant with regulatory requirements and current industry practices. In the event the 

risk of a structural failure and/or fuel spill actually came to pass, it could have cost NPTC, 

and the Thermal Zone customers, much more than the cost incurred for this project.  

 

359. Respecting the contractor going into receivership causing further delays, this 

contractor has substantially completed the work. Assuming NTPC’s project management 

team was on top of the contract, one would assume the deficiencies were not extensive. If 

the only remaining work was deficiencies, its curious why this would have delayed the 

project much. The evidence also indicates its capital processes now in effect would not 

have allowed the cost commissioning delays such as ones which NTPC experienced back 

in 2015/16.  

 

360. The 2 and 3-year time frames between the initial estimate and tender issuance were too 

long and unnecessarily (i) contributed to increased project costs and (ii) exposed customers 

in Inuvik to a prolonged risk to the risk of a structural failure to the fuel tank, and a major 

diesel fuel spill. NTPC bear the additional cost incurred in the amount of $0.6M. 

 

361. NTC simply assumed, incorrectly and with resulting increased costs, that such its 

standard leak detection system would work equally well on a large supply line as it did on a 

much smaller line. A prudent course of action would have been to retain consultants who 

are familiar with the leak detection system on a large supply line. The additional cost of 

$0.370M stemming from this design issue should be denied rate base treatment. 
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7.11 JEAN MARIE RIVER FUEL SYSTEM UPGRADE – 2015/16 

 

362. NTPC justified the Jean Marie River Fuel System Upgrade on grounds it would reduce 

the risk of fuel spills, and associated environmental concerns and downtime. It was budgeted 

to cost $0.477M but ended up with an actual cost of $0.543M, an increase of $0.066M or 

13.8%.
214

 

 

363. When asked to explain the above noted variance, NTPC noted its: 
 

…. business case did not include the design phase 

of the project, which increases the total project 

budget from $0.477 million to $0.527 million. The 

actual cost of $0.549 million was $0.022 million 

(3.9%) above budget largely due to higher than 

expected design costs, which led to higher 

contractor and consultant costs as outlined in 

Table 1 below the design phase of the project was 

not included in the business case.
215 {Emphasis 

added}  

 

364. In evidence filed by Mr. Merani for the TGC, he states: 

 
My concern is not so much about the need for the 

project or the actual costs. It is related more to 

the manner in which the budget was assembled. More 

specifically, it is difficult to understand why the 

“design phase of the project” was not included in 

the budget. Since NTPC is using a project template, 

it would be reasonable to assume that any such 

template would have to have some component line 

items for the project’s design phase. In addition, 

there are supposed to be internal checks and 

balances so that all managers, from the Project 

Manager to the Asset Manager (and perhaps others) 

are supposed to review the budget with a view to 

ensuring it reflects all major components. None of 

these internal checks and balances appeared to have 

been at play in this instance.
216
 

  

365. However, in Rebuttal Evidence, NTPC clarified that the design phase of the budget was 

not actually missed from its budget template as its earlier evidence indicated
217

, but was 

instead shown as part of its CWIP Schedule 11.6 in its GRA filing:  

                                                 
214

 X001, p. 11-24. 
215

 X034, TGC.NTPC-46 Revised January 13, 2017, Tech Meeting Board Directive 6.  

 
216
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217
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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. {Emphasis added}
218
 

 

366. It is unfortunate that the foregoing clarification was only provided as part of NTPC’s 

Rebuttal rather than in the initial round of IR Responses, or even when NTPC filed its 

revised Response X040, TGC.NTPC-46 Revised following the Technical meeting. Clearly, if 

this clarification was filed earlier in the hearing process, the need to file intervenor evidence 

on this issue would have been obviated.  

 

367. Based on the further clarification received in Rebuttal, the TGC does not have further 

issues on this project.  

 

Summary and Recommendations:  

 

368. While NTPC’s initial evidence suggested the design portion of the project budget was 

not included in its business case, its Rebuttal Evidence provided clarification that this 

portion of the budget was actually included as part of its CWIP Schedule 116. Had this 

explanation been provided earlier than in its Rebuttal Evidence, the need to file intervenor 

evidence on this issue would have been obviated.  

 

369. It is also noted that NTPC states it has implemented a new process to ensure the design 

budget and construction budgets are combined when the business case is completed for 

presentation purposes.  

 

370. Based on the further clarification received in Rebuttal, the TGC does not have further 

issues on this project.  

 

 

 

                                                 
218
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7.12 INUVIK K-PLANT COMBUSTION AIR UPGRADE - 2017/2018 

 

371. The total costs budgeted for this project are some $0.784M. NTPC provided the following 

summary in support of the need for this project:  
 

This project entails upgrading the ventilation 

system in the Inuvik K-Plant. The current 

ventilation system was designed to accommodate two 

natural gas generators. However, while a third 

generator was added in 2005 the plant ventilation 

was not upgraded to accommodate this plant 

modification resulting in a number of issues. The 

upgrade of the ventilation system will allow the 

generators to operate at peak output and efficiency 

which is expected to reduce fuel costs, improve 

plant reliability, lower maintenance costs and 

reduce exhaust emissions.
219
[Page 11-35] {Emphasis 

added}  

 

372. Three issues are immediately evident.  

 

7.12.1 Delay in Upgrading from 2015 to 2017/18 

 

373. First, why did NTPC not remediate the deficiencies as soon as the third generator was 

added in 2015 or as soon thereafter when it became aware of the significant ventilation-

related problems? For example, why was this upgrade not undertaken in 2015/16 or 2016/17, 

rather than waiting to do this in 2017/18? The list of deficiencies provided by NTPC is long 

and disturbing: 

 
The main problems related to the current 

ventilation system are as follows: 

 

 Make-up Air Unit not supplying sufficient air 

for the gensets, resulting in negative 

pressures inside the plant. 

 The current ventilation system does not provide 

a sufficient supply of combustion air for the 

engines. 

 The opening of doors in winter allows snow to 

enter the plant and causes instability of 

engines due to the large influx of cold air. 

 Airflow in plant not sufficient enough to 

provide proper cooling around the engines in 

summer months. 

                                                 
219

 X001, p. 11-35.  
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 The power plant has elevated air temperatures 

in the summer season as the plant is not 

cooling properly, requiring the plant to 

operate with the overhead doors open, which 

allows dust to enter the plant. 

 Inadequate temperature sensing for the 

auxiliary ventilation units. 

 Temperature controls for the plant not properly 

synchronized, with the plant heating system 

trying to heat plant while ventilation system 

trying to cool plant. 

 The original design may not be adequate for 

increased capacity and load in the plant.
220
 

 

374. As noted in the evidence filed by Mr. Merani for the TGC,
221

 undertaking the upgrade in 

a timely matter would have in fact resulted in customer savings to the extent generators 

would operate at peak out and efficiency, resulting in benefits in terms of (i) reduced fuel 

costs, (ii) increased plant reliability, (iii) lower O&M costs, and (iv) reduced exhaust 

emissions. In addition to these costs, NTPC's failure to upgrade in a timely manner also 

increased and occupational health and safety risks for NTPC’s employees.  

 

7.12.2 Risk Assessment that Remediating Plant Deficiencies could be deferred 

 

375. Second, NTPC deliberately postponed undertaking the needed upgrade and, as a result, 

sacrificed customer savings and increased occupational health and safety risks. NTPC states 

in Rebuttal Evidence that it undertook a risk assessment whereupon “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.”
222

 This “risk assessment” apparently was nothing 

formal and undertaken at the asset manager level.
223

 If the Board of Directors was aware of 

this delay in undertaking remedial steps, the TGC questions why the Board of Directors 

allowed management to continue based solely an informal risk assessment completed by an 

asset manager. NTPC indicated that the risks were managed by keeping the overhead doors 

open and the use of mobile fans.
224

 The TGC submits these very basic mitigation strategies 

are, at best, ineffectual when one considers the temperatures in a generation plant. NTPC 

likely exposed its employees to increased occupational and health risks in the process.   

 

376. With respect to the capital budget constraints and limited engineering design resources
225

, 

the TGC concurs with the following position advanced by Mr. Merani in his evidence: 
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108. Second, the question of “capital budget constraints” is irrelevant when it 

comes to projects which need to be done to enable service to customers at the 

lowest possible costs and improve reliability while reducing maintenance costs 

and workplace safety. When the Board approves a revenue requirement, it does 

not put any constraints on the utility that it must only undertake projects which 

are in its capital budget for that Test Year. If a certain project is not in the 

budget or approved for inclusion in the revenue requirement, but is required to 

ensure its system continues to operate in a safe, reliable manner and at the least 

possible, cost, it behooves the utility to find the necessary funding, including 

short term or long term debt. In my view, using “capital constraints” as an 

excuse to not to do what must be done is contrary to the best interests of the 

utility’s customers.  

 

109. Third, the point made by NTPC about having “limited engineering design 

resources” is also unacceptable. If this were indeed the case, it is not clear why 

NTPC could not hire external contractors to supplement its own engineering 

design resources. Customers, through the approved revenue requirements and 

rates, provide a sum of money to the utility so that it can operate in a safe and 

reliable manner, at the least possible costs. If the utility finds these funds are 

not adequate, an opportunity exists to seek additional funding at the next GRA. 

However, the utility should not, and cannot, not do what is necessary to ensure 

its system is working in an efficient and safe manner.226 

 

7.12.3 Was an assessment made in 2005 regarding potential ventilation problems? 

 

377. Third, when it installed the third generator in 2015, it does not appear that NTPC 

conducted any assessment of the impact that the addition would have on plant ventilation. 

This is clearly an indication that the Project Management Team had not adequately or fully 

scoped the project with a view of ensuring potential ventilation problems were avoided. As 

noted by Mr. Merani in evidence: 

 
Was it plain oversight or was its view at that time 

that an upgrade to plant ventilation could be made 

at a later date or worse still, that such an 

upgrade was not required at all? One would assume 

that an electric utility which has been in the 

business of installing diesel engines as a matter 

of course, would at least know, or ought to know, 

that in the absence of proper ventilation, there 

would be operational issues such as those described 

above i.e. generators not being able to operate at 

peak output and reduced efficiency.
227
 

 

378. Based on all of the foregoing, the TGC concurs with the recommendations proposed by 

Mr. Merani in evidence as follows: 

                                                 
226
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227
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Based on the foregoing, there can be no excuse for 

NTPC not undertaking the plant ventilation upgrade 

as soon as that issue was identified in 2005. For 

it to leave it to 2017/18 to remediate the problem 

is irresponsible and imprudent. Customers have lost 

the opportunity to experience the operational and 

efficiency savings had the project been done in 

2005 or as soon as possible thereafter when it 

became aware of the problems noted above. To this 

end, my recommendation is that the Board make a 

finding that NTPC is in breach of its obligations 

to provide safe and reliable service to customers 

with respect to its failure to upgrade the 

ventilation in a timely way. In addition, because 

the failure to upgrade the ventilation system 

caused the generators to operate at less than peak 

output and efficiency, which in turn increased fuel 

costs and O & M since 2005 (over 10 years), I 

recommend a disallowance of 10% of the capital 

costs in the amount of 0.078M.
228
  

 

Summary and Recommendations:  

 

379. The TGC questions why the needed upgrades were not undertaken when the third 

generator was added in 2015, or as soon as practicable thereafter. By waiting until 2017/18 

to undertake the project, NTPC effectively (i) deprived customers from experiencing 

reduced fuel costs and lower O&M costs, and (ii) increased and occupational health and 

safety risks for its employees.  

 

380. If the Board of Directors was aware of the delay in undertaking remedial steps at the 

Inuvik K Plant, the TGC questions why it allowed management to proceed based solely on 

an informal risk assessment by an Asset Manager. By employing some very basic 

mitigation strategies (use of fans, keeping the overhead doors open), NTPC likely exposed 

its employees to increased occupational and health risks.   

 

381. It does not appear NTPC conducted any assessment of the impact that the third 

generator would have on plant ventilation. This is clearly an indication that the Project 

Management Team failed to adequately or fully scope the project with a view of ensuring 

potential ventilation problems were avoided.  

 

382. Based on all of the foregoing, the TGC recommendsjean  the Board reduce 10% of the 

capital costs in the amount of 0.078M.  

 

 

                                                 
228
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7.13 JEAN MARIE RIVER G3 ENGINE REPLACEMENT - 2018/19 

 

383. In justifying the need to replace its existing diesel generator at Jean Marie River, 

scheduled to take place in 2018/19, NTPC states: 

 
This project involves replacing the G3 Detroit D4-

71 diesel generator at the Jean Marie River plant. 

The G3 unit is undersized to meet the community’s 

needs and is only run when necessary. The G1 and G2 

units generate over 95% of the plants power. 

Continued operation in this manner will shorten 

engine life and increase maintenance costs on these 

generators and reduce engine reliability. 

Installing a new generator will increase plant 

capacity, enhance reliability and improve load 

sharing across all units reducing maintenance.229 

[Page 11-43] {Emphasis added} 

 

384. The foregoing suggests a more effective usage of the gensets and, therefore, reduced 

maintenance as a consequence. In response to a question with respect to whether NTPC 

could quantify the reduction in maintenance expense, NTPC’s response was less than helpful. 

It states: 

 
The addition of the new genset will allow the power 

plant to meet the community’s load demands by 

running a single genset instead of having to 

periodically operate two units. This is expected to 

reduce the maintenance cost since the plant now has 

two gensets that can each meet the community load 

requirements.
230

 

 

385. The TGC recommends NTPC address, in its 2016/19 Phase 1 Compliance Filing, a 

quantification of its expected savings from running a single genset instead of periodically 

running two gensets. In the TGC's view, it is inappropriate to justify the installation of a new 

engine based, in part, on reduced maintenance and then fail to provide this information or 

include the forecast reduction in the 2018/19 revenue requirements.  

 

Summary and Recommendation: 

 

386. NTPC should be directed to address, in its 2016/19 Phase 1 Compliance Filing, a 

quantification of its expected savings from running a single genset instead of periodically 

running two gensets. It is inappropriate to justify the installation of a new engine based, in 
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part, on reduced maintenance, and then fail to provide this information or include the 

forecast reduction in the 2018/19 revenue requirements. 
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8.0 RESERVE FOR INJURIES AND DAMAGES 
 

8.1 CONTINGENCY AMOUNTS IN CAPITAL BUDGETS  

  

8.1.1 Definition  

 

387. In Mr. Merani's evidence, filed by the TGC, he referred to the following definition of 

Contingencies as defined by American Association of Cost Engineers [AACE]: 

 
CONTINGENCY – (1) An amount added to an estimate to 

allow for items, conditions, or events for which 

the state, occurrence, or effect is uncertain and 

that experience shows will likely result, in 

aggregate, in additional costs. Typically estimated 

using statistical analysis or judgment based on 

past asset or project experience. Contingency 

usually excludes: 1) Major scope changes such as 

changes in end product specification, capacities, 

building sizes, and location of the asset or 

project; 2) Extraordinary events such as major 

strikes and natural disasters; 3) Management 

reserves; and 4) Escalation and currency effects. 

Some of the items, conditions, or events for which 

the state, occurrence, and/or effect is uncertain 

include, but are not limited to, planning and 

estimating errors and omissions, minor price 

fluctuations (other than general escalation), 

design developments and changes within the scope, 

and variations in market and environmental 

conditions. Contingency is generally included in 

most estimates, and is expected to be expended.
231
 

 

388. At the hearing, NTPC agreed the foregoing was an acceptable definition.
232

 The TGC 

therefore recommends the Board direct NTPC to incorporate the foregoing definition as part 

of its Capital Planning and Portfolio Management Processes document filed as X073 in this 

hearing. 

 

8.1.2 Contingencies Percent for Use in Capital Projects 

 

389. Each capital project budget includes an allowance for contingencies.  NTPC appears to 

use a baseline contingency allowance of 30%, which is adjusted as needed.
233

 The lowest 
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contingency allowance is 5%.
234

 Whether the allowance is 5% or 30% appears to be based 

entirely on NTPC’s judgment. As noted by Mr. Merani, the determination of the contingency 

allowance is a sort of “black box” approach currently: 

 
Q56: Do you have any basis to assess whether the 

contingency allowance is reasonable?  

 

119. No, there is no basis in evidence to make an 

assessment as to the reasonableness of the 

contingency allowance. It appears to be a bit of 

black box approach right now, with percentages 

varying from 5% to 30% as noted in Attachment APM-3 

to this evidence for major projects in excess of 

$0.400M. The dollars associated with contingencies 

are not insignificant, totaling $0.700M in 2016/17, 

$1.500M in 2017/18 and $1.500M in 2018/19, 

respectively. In addition, there likely would also 

be contingency-related dollars related to projects 

under $0.400M, but because NTPC is not required to 

file business cases for such projects, the 

contingency amounts associated with such projects 

is not available. As noted above, NTPC uses some 

“approved” contingency formula, rather than it 

being based on an identification and quantification 

of project risks. Nor does it appear like NTPC 

reviews how budgeted costs for contingencies 

compare with the corresponding actual final 

costs.
235

 {Emphasis added}  

 

390. Rather than use an approach which is a “black box”, the TGC recommend the Board 

direct NTPC to adopt the following recommendation provided in Mr. Merani’s evidence: 

 
In my view, NTPC should be refining its approach to 

the determination of contingencies based on a 

detailed risk register specific to each major 

capital project, similar to other utilities. More 

specifically, as part of its budget preparation 

process, NTPC would be aware of several risks 

facing the project based in large part on its prior 

experience, discussion with suppliers, contractors 

amongst others; some of these risks may be 

quantifiable and others not so. Contingency amounts 

are additional amounts to added to the budgeted 

cost of an asset to cover the uncertainty or risks 
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associated with cost estimates for projects; the 

utility must demonstrate that there is a reasonable 

expectation that such amounts will be spent.
236
 

{Emphasis added}  

 

391. Based on the foregoing, Mr. Merani recommended the deployment of a detailed “risk 

register” so that the Board can have an objective basis to assess whether the percent and 

dollars associated with the contingency forecast are reasonable. In our view, this is a much 

more disciplined manner of determining an appropriate contingency allowance, compared to 

current back box approach which inherently incents NTPC to use the highest possible rate of 

30%.  

 

392. The risk register must be for risks which are “known unknowns”. As noted above, NTPC 

must be able to demonstrate that there is a reasonable expectation that the amounts in the 

contingency allowance will be spent, i.e. based on each risk identified in the risk register. An 

added advantage of developing a risk-based contingency allowance is that it “will lead to an 

improvement in an assessment of future risk factors included in the derivation of the 

contingency allowance.”
237

 

 

8.1.3 Drawdown of Contingency Allowance  

 

393. Currently, when NTPC presents a breakdown of its actual capital expenditures,
238

 while it 

shows the dollars associated with forecast amount of contingency, the corresponding actual is 

shown as Nil. NTPC confirmed its current practice allows dollars leftover in the contingency 

bucket of a capital forecast to be used to offset amounts overspent on other categories of the 

budget.
239

  

 

394. This practice is troublesome. This practice creates a significant loss of transparency. In 

other words, using the example of the Inuvik Tank F Bulk Fuel Storage [X011, TGC.NTPC-

43 (f)], if NTPC had spent nil amount of the budgeted $0.356M in its Contingency 

Allowance, then it could use these dollars to reduce the actual costs of, for example, 

Contractors and Consultants. The Board would have no way of knowing that this had 

actually been done. It is therefore in NTPC’s best interest to have the contingency allowance 

set as high as possible, i.e. a “baseline” allowance of 30% under its current practices.  

 

395. NTPC states that its project management centre for excellence will now “track and 

monitor” how contingencies will be spent:  

 
The capital planning process has evolved over time 

with the Corporation continually improving the 

process. This has led NTPC to implement a 

                                                 
236

 X039, para. 122. 
237

 X041, BR.TGC-1 (b). 
238

 For example, see X011, TGC.NTPC-43 (f), the forecast for Contingency is $0.356M, while the actual is shown as 

Nil. 
239
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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.
240
 

…. 

 

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.
241
 

 

396. While the foregoing is an encouraging development, the TGC notes that the new process 

outlined above does not address how the contingency budget is to be developed in the first 

instance. Presumably, NTPC will maintain its preference for the 30% baseline benchmark. 

Further, to the extent it does not lay out any criteria which should be used to authorize release 

of funds from the contingency allowance, there may still be room for permission to release 

contingency dollars, based on judgment. On the other hand, under a more disciplined, risk-

based approach advanced by the TGC, the dollars from a contingency budget may only be 

released based on a realization of the forecast risk that was included in the contingency 

budget.   

 

397. The TGC recommends the Board direct NTPC to provide, as part of the actual cost of 

each major (greater than $0.400M) capital project, a detailed reconciliation of the forecast 

versus actual dollars associated with each risk factor that was contemplated in the 

determination of the contingency allowance.  This matter was further discussed at the hearing 

as follows: 

 
If you do have a risk register, it basically 

accounts or takes into account the known unknowns.  

Essentially, the known unknowns are those risks 

that you know are going to arise from the 

execution, for example, of a project.  Then you 

would look at the actuals against that risk.
242
   

                                                 
240
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241
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398. To be clear, no amounts should be included in the Contingency Allowance in respect of 

items such as scope changes or escalation, or any of the other items noted in the AACE 

definition of contingency, as reproduced above. 

 

Summary and Recommendations:   

 

399. The Board direct NTPC to incorporate, as part of its Capital Planning and Portfolio 

Management Processes document filed as X073 in this hearing, the definition of 

contingency as outlined by the AACE.  

 

400. NTPC’s use of a baseline contingency allowance of 30%, adjusted as needed, appears 

to be based entirely on NTPC's judgment. No evidence is filed with respect to the 

reasonableness of the chosen contingency percent and, therefore, the NTPC is currently 

using a sort of “black box” approach. The TGC recommends the Board direct NTPC to 

refine its approach so that the contingency amount is based on a detailed risk register 

specific to each major capital project.  

 

401. Under such an approach, contingency amounts are additional amounts added to the 

budgeted cost of an asset to cover the uncertainty or risks associated with cost estimates for 

projects; the utility must demonstrate that there is a reasonable expectation that such 

amounts will be spent. The risk register must be for risks which include “known 

unknowns”. NTPC must be able to demonstrate that there is a reasonable expectation that 

the amounts in the contingency allowance will be spent, i.e. based on each risk identified 

in the risk register.  

 

402. Currently, NTPC’s practice is to apply the dollars leftover in the contingency bucket of 

a capital forecast against amounts overspent on other categories of the budget. The TGC 

recommends the Board direct NTPC to provide, as part of the actual cost of each major 

(greater than $0.400M) capital project, a detailed reconciliation of the forecast versus 

actual dollars associated with each risk factor that was contemplated in the determination 

of the contingency allowance.  No amounts should be included in the Contingency 

Allowance in respect of items such as scope changes or escalation, or any of the other 

items noted in the AACE definition of contingency. 
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9.0 AMORTIZATION EXPENSE [DEPRECIATION] 
 

403. NTPC states:  

 
The pause approach as developed by NTPC in the last 

depreciation study “[was] only being considered by 

NWTPC for a short period of time”. Additionally, it 

was noted that the previous $19 million of 

accumulated depreciation surplus related to net 

salvage recovery has over the previous test period 

been reduced to $6.3 million. With this quick 

erosion of the surplus, Gannett Fleming recommends 

that the net salvage accruals should be restarted 

now in order to avoid any future generational 

inequity. However, given that there is still a 

surplus of accumulated depreciation related to net 

salvage as compared to theoretical requirement; 

NTPC asked that Gannett Fleming phase-in the 

restart of net salvage related accruals. {Emphasis 

added}
243

 {Emphasis added} 

 

404. At the hearing, NTPC was asked why it appeared to be taking a position contrary to 

Gannet Fleming’s recommendation. NTPC responded as follows: 

 
MS. WHITFORD:  We take the advice of Gannett 

Fleming and I would say that we used -- similar to 

our rate proposals, we are using graduated 

methodology to bring this part of the revenue 

requirement into play so that our customers have 

sort of a graduated impact in their rates of 

restarting this requirement.
244
 {Emphasis added}  

 

405. The TGC submits that net salvage can be either positive or negative. While it may be 

appropriate from a purely technical perspective to collect the net salvage amounts as 

recommended by Gannet Fleming in this GRA, the TGC concurs with the proposal advanced 

by NTPC to phase-in the restart of net salvage related accruals.  

 

406. In this GRA, the Board invited individual customers to appear at the hearings and make 

oral presentations. The Board heard customers' frustrations regarding the spate of 

consecutive rate hikes in the last 3-4 years. Many customers explained their financial 

hardships and said they were required to make lifestyle choices in order to their pay electrical 

bills. While these customers were largely from Yellowknife, individual customers in the 

thermal communities are equally frustrated at the high electrical rates. This issue was 

discussed at the hearing by Mr. Merani as follows: 

                                                 
243

 X011, TGC.NTPC-17 (b). 
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We heard from three individuals in the last couple 

of days making a very impassioned plea that the 

costs be contained.  This is consistent with that 

message that we heard.   

 

We heard three.  I am sure there are many, many 

more people who have similar views in Yellowknife 

as well as in the communities that I represent 

which, by the way, are significantly more expensive 

communities than Yellowknife.   

 
Were it not for the fact that we have the 

Territorial Power Support Program, we would not be 

looking at a $300 monthly rate; we would be looking 

at something significantly higher, perhaps in 

multiples of that $300, Ms. Salmon.  My suggestion 

to you is that it is consistent with the 

expressions and concerns that we have heard, some 

very difficult pleas that we heard in the last 

couple of days.
245
   

 

407. Attachment NTPC indicates that the depreciation expense associated with full salvage is 

$2.675M, whereas it is $0.553M with the proposed phased-in approach.
246

 In order to 

provide additional relief to customers, the TGC recommends that there be no phase-in 

approach with respect to salvage at all. Amortization expense should therefore be reduced by 

$0.553M for each of the Test Years for the purposes of this GRA.  

 

408. The TGC recognizes that this is an intergenerational issue. There is an intergenerational 

inequity in NTPC's proposal for a phased-in approach to the extent that the full cost of net 

salvage accruals is $2.675M but the cap set is at approximately $0.553M. The TGCs 

recommendation results in a slight exacerbation of the inter-generational issue, but the TGC 

recognizes that salvage can be either positive or negative. To this end, even if the amounts 

related to net salvage accruals are deferred to a future period, the TGC submits that we will 

simply not know the nature and extent of the intergenerational inequity until such a time that 

the next depreciation study is undertaken.  

 

Summary and Recommendations:  

    

409. While it may be appropriate from a purely technical perspective to collect the net 

salvage amounts recommended by Gannet Fleming in this GRA, the TGC concur with the 

proposal advanced by NTPC to phase-in the restart of net salvage related accruals. 

However, the TGC recommend that in light of feedback from a number of individual 

customers who appeared at the hearing, and expressed concern about the spate of recent 

                                                 
245
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consecutive rate hikes in the last 3-4 years, the Board should direct NTPC not to recognize 

any amounts for net salvage. Amortization expense should therefore be reduced by 

$0.553M for each of the Test Years for purposes of this GRA.  
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10.0 OTHER MATTERS 
 

10.1 PROPOSAL TO INCLUDE OVERTIME COSTS AS PART OF NTPC’S 

HEARING COST RESERVE ACCOUNT  

 

 

410. By letter dated April 13, 2017, NTPC provided comments on the draft Scale of Costs 

document indicating that overtime costs incurred by unionized staff in connection with 

regulatory proceedings should be included in the Hearing Cost Reserve Account:  

 
NTPC is recommending the inclusion of overtime for 

applicant’s internal staff as an allowable cost. 

NTPC has unionized workers that complete work on 

regulatory applications for the Board and overtime 

incurred for these applications is not included in 

revenue requirement under operations and 

maintenance expenses. These costs are incurred by 

NTPC as an incremental cost to prepare, file and 

answer questions on regulatory filings. If overtime 

is not allowed as an eligible expense, NTPC would 

need to include the costs in operations and 

maintenance expenses for revenue requirement 

purposes.
247
 {Emphasis added}  

 

 

411. By letter dated April 28, 2017, the Board rejected NTPC's proposal: 

 
The Board notes from the 2016/19 General Rate 

Application (GRA) forecasts that NTPC does include 

overtime on regular and casual payroll in its 

operations and maintenance expense forecasts and, 

NTPC has not provided any rationale with respect to 

why overtime related to work on regulatory 

applications may not have been captured as part of 

the overall forecasts for overtime. In view of the 

insufficient support for why overtime involved in 

work related to regulatory proceedings is treated 

different from other overtime and, considering that 

overtime does not belong as part of external 

hearing costs chargeable against the hearing costs 

reserve, NTPC’s request to include overtime related 

to work on regulatory proceedings as a charge 

against the hearing cost reserve is rejected.
248
 

{Emphasis added}  
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412. In its Opening Statement, NTPC requested that the Hearing Cost Reserve (HCR) Account 

be amended to include the actual overtime and casual payroll costs associated with regulatory 

proceedings. It maintained that such costs are not included in its GRA forecasts. It proposed 

to increase its O&M by $50,000 for each Test Year should the HCR not be amended. The 

full text of its proposal, as presented at the hearing, is as follows: 
 

On other matters, with respect to scale of costs, 

in the Public Utilities Board April 28, 2017, 

ruling on the scale of cost, the Public Utilities 

Board rejected NTPC's request to include overtime 

and casuals related to work with on regulatory 

proceedings as a charge against the hearing cost 

reserve.   

 

The Board also identified to the extent there are 

any materials impacts arising from this ruling on 

the scale of costs on the 2016/19 GRA forecast, 

NTPC may address this matter at the commencement of 

the year 2016/19 GRA hearing.  Overtime and casual 

expenses incurred is part of the regulatory process 

are a real cost to NTPC.   

 

In NTPC's 2006 GRA, in NTPC's response to NUL-

NTPC.23, NTPC identified that internal overtime and 

casuals was a cost included in its hearing cost 

reserve.  In the 2006/08 GRA and as with all other 

NTPC GRAs, because NTPC included these costs in the 

hearing cost reserve, they were not included 

elsewhere in NTPC's revenue requirement.   

 

Internal overtime is an incremental cost to NTPC 

incurred in creating and responding to regulatory 

requirements.  These costs meet the criteria for a 

deferral account treatment.  If NTPC is not allowed 

to include these costs in its hearing cost reserve, 

NTPC is requesting an increase to the annual 

revenue requirement of $50,000 for each of its 

three test years.
249
 {Emphasis added}  

 

 

413. The TGC submits that charges to the HCR account should be limited to costs approved 

by the Board with respect to external legal and consulting costs as well as intervenor costs, 

incurred in connection with regulatory proceedings. Any “internal” costs associated with 
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such proceedings, including incremental labour costs, should not be recovered through the 

HCR account. Instead, NTPC should make a reasonable forecast as part of its Revenue 

Requirements. 

 

414.  In this GRA, NTPC has requested an additional $0.050M per Test Year in respect of 

overtime and casual labour costs associated with regulatory proceedings. The TGC submits 

there is no evidence (i) that this level of incremental costs is reasonable, or (ii) to 

demonstrate that these incremental overtime costs are not included as part of NTPC’s overall 

forecasts for overtime. Accordingly, while the TGC is not opposed to the inclusion of 

overtime costs in question as part of NTPC’s revenue requirements, the Board should direct 

NTPC to provide the following at its next GRA: 
 

(i) Quantum and derivation of overtime costs related to internal labour associated 

with regulatory proceedings;  

 

(ii) Evidence to support that such overtime costs have not been included as part of 

NTPC’s overall forecast of Overtime Labor costs; and  

 

(iii) Evidence of the actual overtime costs incurred in prior years which would 

justify the applied-for overtime costs for regulatory proceedings.  

 

 

 

Summary and Recommendations:  
 

 

415. The TGC is not opposed to the inclusion of overtime costs associated with regulatory 

proceedings as part of NTPC’s revenue requirements. However, the NTPC has not 

provided any evidence in the 2016/19 GRA Proceeding (i) that the requested $0.050M per 

year increase for each Test Year is reasonable, or (ii) to demonstrate that these 

incremental overtime costs are not included as part of NTPC’s overall forecasts for 

overtime labour costs. 
 

416. The Board should direct NTPC to provide the following at its next GRA: 
 

(iv) Quantum and derivation of the quantum of overtime costs related to 

internal labour associated with regulatory proceedings;  

 

(v) Evidence to support that such overtime costs have not been included as part 

of NTPC’s overall forecast of Overtime Labor costs; and  

 

(vi) Evidence of the actual overtime costs incurred in prior years which would 

justify the applied-for overtime costs for regulatory proceedings.  
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10.2 LOW WATER RIDER AND GNWT FUNDING  

 

417. At the hearing,
250

 Board staff asked NTPC a question with respect to the appropriateness 

of using the GNWT funding, initially intended to defray the additional diesel costs associated 

with the extreme low water situation on the Snare hydro system, for purposes other than 

diesel fuel.  Specifically, NTPC received a $23M subsidy in 2015/16 from the GNWT for the 

following expenses: (i) $12.3M for Fuel, Lube and Other (ii) $5.9M for Snare Falls Overhaul 

Fuel costs, and (iii) $4.8M for Major Overhauls (at Jackfish Plant).
251

  

 

418. With respect to the $4.83M in GNWT funding for Major Overhauls, NTPC stated: 

 
There were a number of overhauls completed at 

Jackfish that were covered by the $4.830 million in 

2014/15. NTPC does not provide overhaul data by 

individual unit. NTPC recovered all of the costs of 

these overhauls through the GNWT Extreme Low Water 

funding and therefore rates do not reflect these 

costs through the overhaul deferral account, 

through O&M expenses or in capital.
252
 {Emphasis 

added}  

 

419. In the absence of funding for the Jackfish Plant overhaul, NTPC indicated it “likely 

would have sought to capitalize or defer these costs, which would have increased the need for 

rate increases to the Snare zone in the current application.”
253

 Further, the GNWT also 

provided funding for the $0.332M deductible portion of an insurable event,
254

 which 

otherwise would have been charged to the Reserve for Injuries and Damages.  

 

420. NTPC indicated that a secondary or "residual" benefit of the GNWT funding is lower 

rates for Yellowknife.
255

 The implication being that this, in turn, benefits thermal customers 

as the energy rate to YK, which is being used as a threshold for TPSP, is lower than it 

otherwise would have been. While this is true, the TGC submits that NTPC should let the 

GNWT make decisions on the question of “affordably” and, specifically, the level of the 

subsidy to customers in the form of the TPSP. 

 

421. The result of using GNWT funding for costs other than the additional diesel fuel costs 

associated with the extreme low water situation on the Snare hydro system situation results in 

an inequity as between Snare Zone customers and customers in other Zones. Specifically, it 

is not apparent why NTPC is asking the GNWT for funding for major overhauls for the Snare 

Zone but not for the Thermal or the Taltson Zone. This clearly amounts to a “preferential” or 

“special” treatment to Snare Zone customers. Customers in the Thermal and Taltson zones 
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are required to pay the cost of overhauls in their respective zones, but overhaul costs for 

Snare Zone are subsidized by GNWT funding.  

 

422. Irrespective of whatever agreements and/or addendums to these agreements drawn up 

between NTPC and the GNWT with respect to the use of GNWT funding related to costs 

associated with overhauls at the Jackfish Plant, the Board has a duty to ensure that the 

GNWT subsidy does not result in the subsidization of costs that otherwise would have to be 

paid in accordance with sound regulatory principles and in accordance with costs attributable 

to each rate zone. In the Phase 1 portion of this GRA, the Board must ensure that NTPC’s 

treatment of the GNWT subsidy did not result in NTPC favouring one rate zone over other 

rate zones.  

 

423. To mitigate the “special treatment” accorded to Snare Zone customers, the TGC submits 

that, in the interests of fairness, the $4.9M GNWT subsidy received for Major Overhauls, 

should be considered a credit to the Major Overhauls Deferral Account and treated as a 

common cost for purposes of determining the costs applicable to each rate zone.  

 

Summary and Recommendations:  
 

424. Using GNWT funding for costs other than the additional diesel fuel costs associated 

with the extreme low water situation on the Snare hydro system has resulted in an 

inequity. Customers in the Thermal and Taltson Zones are required to pay the cost of 

overhauls in their respective zones, while overhaul costs for Snare Zone are subsidized by 

GNWT funding.  

 

425. To ensure that NTPC’s treatment of the GNWT subsidy does not result in NTPC 

favouring one rate zone over other rate zones, the TGC recommends that the $4.9M 

GNWT subsidy received for Major Overhauls be viewed as a credit to the Major Overhauls 

Deferral Account and treated as a common cost for purposes of determining the costs 

applicable to each rate zone.  
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10.3 MINIMUM FILING REQUIREMENTS  

 

10.3.1 $125,000 Threshold  

 

426. Throughout the 2016/19 GRA Proceeding, NTPC has taken the position that, consistent 

with Minimum Filing Requirements (MFR) Decision 13-2014, it will not provide any 

information where the costs or variances being reviewed are less than a $125,000 threshold. 

For example, when asked to provide a breakdown of major categories of types of 

expenditures in excess of $100,000 in the Consulting and Contracting function, NTPC stated: 

 
Throughout the application and the information 

request process, we have answered information 

requests at the threshold level of $125,000.
256
    

 

427. There have also been instances where NTPC would not provide any actual historical data 

beyond the 3 years prior to the Test Year 2016/17.
257

 For example, in X011, TGC.NTPC-14 

(b), the TGC requested NTPC provide, by rate zone, actual data for the last 5 years for (i) 

Brushing expenses (ii) increased maintenance agreements (iii) employee training programs 

(iv) Legal, Risk Management and Safety Compliance (v) Hydro Maintenance and Camp 

Expenses, and (vi) HR Management. NTPC’s response was: “The Corporation is not 

providing 5 years of actual data as per Board Decision 13-2014.”  

 

428. NTPC only complied with TGC's request after a lengthy exchange of reasons with 

respect to why the TGC required this information and the Board’s subsequent ruling on 

December 21, 2016, where NTPC was directed to provide the requested 5 years of historical 

data. In our view, NTPC's reluctance to provide the information necessary to review the 

reasonableness of the forecast data resulted in inefficiencies in the hearing process. The 

Board’s December 21, 2016 ruling is of particular interest. It states: 

 
Decision 13-2014 Section 4.3.1 deals with minimum 

requirements for historical data. However, in 

certain cases greater than 3 years of data may be 

relevant and necessary to test the veracity of GRA 

forecasts. Further in Section 4.3.2 materiality 

limits were determined in the context of the Annual 

Reports of Finances and Operations which may not 

apply to GRA review. The Board notes some of the 

accounts include one time cost changes or budget 

method changes, while others such as brushing, 

maintenance agreement etc., may have a cyclical 

component longer than 3 years. Accordingly, to 

facilitate understanding of expenditure patterns, 
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NTPC is directed to provide the data requested.
258
 

{Emphasis added}  

  

429. NTPC’s unwillingness to provide historical data and/or details respecting variances in 

excess of $100,000, or a breakdown of the types of costs in excess of $100,000 included in a 

particular account or function, is not only inconsistent with the Board finding noted above, 

but has also resulted in a record that fails to support some of NTPC’s forecast costs.  

 

430. The TGC also notes that the cover letter of the Board’s December 21, 2016 ruling should 

be instructive in how NTPC prepares for its next GRA:  

 
In its December 15, 2016 letter, Yellowknife/Hay 

River (YK/HR) expressed concern that NTPC is using 

the Minimum Filing Requirements (MFR) as a way to 

block legitimate enquiry, in effect making the 

Minimum Filing Requirements, the de facto Maximum 

Filing Requirements. YK/HR submitted that the Board 

must not allow this trend to continue, and that 

legitimate lines of enquiry must be allowed, 

including such things as where cost items increase 

by well over 100%. 

 

In the Board’s view the materiality threshold for 

variances (respecting the report of finances and 

operations) or the number of years of historical 

information to be provided in support of forecast 

information, all as set out in MFR Decision 13-

2014, must be viewed as high level guidance; any 

information requests that are in question due to 

the strict application of the parameters in the MFR 

Decision, must be assessed and evaluated in light 

of whether the information is relevant and 

necessary to test the veracity of forecasts or to 

demonstrate a broader principle or concern 

involving the utility’s internal systems, 

procedures and practice. The Board has applied the 

above criteria for the purposes of its ruling on 

certain information requests that are still in 

question following the technical meeting. The 

Board’s determinations respecting specific 

information requests that are in question following 

the technical meeting are set out in Attachment 

1.
259

 {Emphasis added}  

 

                                                 
258

 X033, Attachment 1.  
259

 X033.  
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431. In order to achieve efficiencies at future proceedings and to allow for a more streamlined 

review of NTPC’s forecasts, the TGC recommends the Board direct NTPC, for purposes of 

its next GRA, to: 

 

(i) View the materiality threshold for variances (respecting the report of finances and 

operations) or the number of years of historical information to be provided in support 

of forecast information as set out in MFR Decision 13-2014, as high-level guidance; 

and 

(ii) Assess and evaluate any IRs that are in question due to the strict application of the 

parameters in the MFR Decision, in light of whether the information is relevant and 

necessary to test the veracity of forecasts or to demonstrate a broader principle or 

concern involving the utility’s internal systems, procedures and practice. 

 

Summary and Recommendations:  

 

432. NTPC's refusal to provide any information where the inquiry is for (i) costs less than a 

$125,000 threshold, or (ii) actual results for a period longer than 3 years has resulted in 

inefficiencies in the hearing process and an inadequate record to support some of NTPC’s 

forecast costs.  

 

433. To achieve efficiencies at future proceedings and to allow for a more streamlined 

review of NTPC’s forecasts, the TGC recommends the Board direct NTPC, for purposes of 

its next GRA, to: 

 

(iii) View the materiality threshold for variances (respecting the report of finances and 

operations) or the number of years of historical information to be provided in 

support of forecast information as set out in MFR Decision 13-2014 as high-level 

guidance; and 

(iv) Assess and evaluate any IRs that are in question due to the strict application of the 

parameters in the MFR Decision, in light of whether the information is relevant 

and necessary to test the veracity of forecasts or to demonstrate a broader principle 

or concern involving the utility’s internal systems, procedures and practice. 

 

10.3.2 Regional and Corporate Costs  

 

434. While NTPC provided details on an account level for all Plant-related O&M,
260

 it did not 

provide such detail for Corporate and Regional O&M costs as part of its GRA Filing. A 

review of X035, Schedule 5.3-0, indicates that of the $41.7M in total O&M Costs for Test 

Year 2016/17, about $15.0M relate to Corporate Costs and $3.0M relate to Regional costs. In 

other words, some $18.0M or 43% of total O&M forecast costs for 2016/17 Test Year are 

presented in the 2016/19 GRA Filing Schedule 5.3-0 as a single line item, without any detail 

with respect to the make-up of these significant level of costs.  

 

435. NTPC was asked why it had failed to provide account level details in its GRA Filing with 

respect to these Corporate and Regional O&M Costs:  

                                                 
260

 X035, Schedule 5.3-0 [Total All Plant], 5.3-1 [Snare], 5.3-2 [Taltson] and 5.3-3 [Thermal].  
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Can you explain why corporate and regional costs 

are not provided for in your GRA on an account 

basis similar to that provided for in schedule 5.3 

for plant-level expenses for each of the zones?   

 

MR. STRANG:  That was the standard system of 

accounts approved by the board in decision 2013/14, 

I believe, subject to check.
261
  

 

436. Once again, NTPC relied on the MFR Decision 13-2014 as justification failing to provide 

the requisite level of detail to assess changes in Corporate and Regional Costs. 

Notwithstanding this, NTPC ultimately provided account-level details in response to an IR
262

 

and in response to an undertaking during cross-examination.
263

  

 

437. The TGC submits not providing account level detail for Corporate and Regional costs has 

led to regulatory inefficiencies and additional time and effort. Further, in this GRA, due to 

reclassifications of accounts to and/or from Plant Level to Corporate or Regional levels, 

made it necessary to look at all 3 levels of costs i.e. Plant, Corporate and Regional, to ensure 

we look at the sum of the parts when it comes to changes in costs.  

 

438. NTPC should be directed to file, as part of its Compliance Filing and for all future GRA 

filings, Corporate and Regional O&M costs at the account level to avoid inefficiencies in the 

hearing process.  

 

Summary and Recommendations:  

 

439. Some $18.0M or 43% of total O&M forecast costs are presented in the 2016/19 GRA 

Filing Schedule 5.3-0 as a single line item, without any detail as the make-up of these 

significant level of costs, to comply with MFR Decision 13-2014, according to NTPC. 

 

440. While NTPC did end up providing this information in response to an IR and in 

response to an undertaking during cross-examination. regulatory inefficiencies have 

resulted as well unneeded additional time and effort to seek this information. 

 

441.  NTPC should be directed to file, as part of its Compliance Filing and for all future 

GRA filings, Corporate and Regional O&M costs at the account level to avoid 

inefficiencies in the hearing process.  

 

 

 

 

 

                                                 
261

 Transcript of Proceedings, Vol. 2, p. 273, L5-12.  
262

 X011, YK/HR.NTPC-15, Attachment 1 and Attachment 2.  
263

 X057, Undertaking 9.  
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10.4 MONITORING VARIANCES FOR MAJOR CAPITAL PROJECTS  

 
442. The Board posed the following IR to TGC with respect to section 6.5 of Mr. Merani's 

evidence regarding a number of projects in this 2016/19 GRA where the actual capital costs 

exceeded the budgeted costs by a significant amount: 

 
Would this assessment and evaluation be facilitated 

if NTPC had accountability and reporting mechanisms 

in place which may provide a track record and 

consequent insights for assessing whether decisions 

made by NTPC during various stages of the project 

life cycle were prudent or not? Please discuss 

including how a risk register may be of assistance 

in this regard.
264
 

 

443. Mr. Merani responded as follows: 

 
As discussed in Response BR.TGC-1, there are a 

number of instances where it appears that checks 

and balances which NTPC states exist today did not 

exist in the past, or if they did, there were 

inadequate internal controls to ensure the various 

levels of management responsible for providing 

approval for cost estimates accurately discharged 

their responsibilities. 

 

For example, with respect to the Jean Marie River 

Engine Replacement Project in 2014/15 where the 

project was significantly under-scoped resulting in 

a cost overrun of 40%, NTPC states that if its new 

processes were in place, the over spend with 

respect to this project would not have occurred. 

[TGC.NTPC- 36 (c) and (d)]  

 

Whether the proposed new processes will in fact 

avoid the significant budgetary excesses 

experienced in prior years, is a matter that 

remains to be seen.  

 

However, there is no doubt that an assessment of 

prudence will be facilitated if NTPC maintained 

periodic (monthly and/or quarterly as appropriate) 

reporting mechanisms which provide a track record 

and consequent insights for assessing whether 

decisions made by NTPC during various stages of the 

                                                 
264

 X041, BR.TGC-1 (b). 
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project life cycle were prudent or not.  Such 

periodic reports, provide the Board and other 

parties with a more detailed assessment of progress 

of actual costs and how such actual costs compare 

to the budgeted costs and rationale for any changes 

related to: 

 

(i) scope of project  
(ii) input factors such as changes in prices 

(iii) extent to which contingency budget was being 
drawn down each month and rationale for 

drawing down such contingency reserve, and    

(iv) other factors.  

 

With respect to the “other factors”, these 

monthly/periodic reports would highlight extreme 

cases such as those noted in Response BR.TGC-1 (a), 

Attachment 1. For example, these reports would 

bring to light the fact that NTPC had missed 

inclusion of consulting costs in the initial scope 

for the Jean Marie Engine Replacement project in 

2014/15; or why it took 2-3 years as between 

initial budget estimate and tender issue for Inuvik 

Tank F Bulk Fuel Storage Upgrade 2015/15. 

 

The provision of these monthly or quarterly reports 

must be done for all “major” projects i.e. projects 

in excess of $400,000 for which NTPC must seek 

Board approval in the context of a GRA in order 

that the Board and interested parties are provided, 

when requested (i) a track record of project’s 

costs (by component) relative to budget and (ii) 

details as to whether management undertook 

appropriate, timely and prudent decisions during 

various stages of the project life cycle.  

 
 
444. The TGC's recommendation that NTPC be required to file periodic project cost reports 

stems from a number of instances in the current 2016/19 GRA where NTPC has actual 

capital costs which are significantly higher than budgeted amounts. The TGC is concerned 

that these budgetary excesses will continue.
265

 In response to questions at the hearing from 

NTPC’s legal counsel, Mr. Merani noted that more frequent reporting as the project is being 

executed “might be in the best interest of customers, and also for the board to be kept abreast 

of variances to the extent the variances are going sideways in a significant manner.”
266

  

                                                 
265

 Transcript of Proceedings, Vol. 3, p. 532, L11-20.  
266

 Transcript of Proceedings, Vol. 3, p. 526, L22-25.  
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445. While Mr. Merani's recommendation was to have NTPC these project reports on a 

quarterly basis, he suggested the following alternative options:  

 

(i) The frequency of reporting to the Board could be on a semi-annual basis,
267

 and,  

(ii) Reporting could be limited to those major capital projects that exhibit a significant 

variance.
268

 

 

446. With respect to limiting the reporting to major projects (i.e. greater than $0.400M) that 

exhibit significant variances, Mr. Merani explained: 

 
If you see that during the course of the execution 

of the project that the project has gone sideways -

- by "sideways," I mean the variances are 

significantly higher than what was budgeted for -- 

we should allow the board and the interveners or 

customer groups to have access to those reports so 

we don't have to wait for three years or four years 

or five years or whatever you decide to file your 

rate application to be able to look at the 

variances.  In effect, what I am suggesting is we 

get ahead of the cost curve.  We want to look at 

these reports on a more frequent basis so if these 

variances are significant, then we would have a 

better handle on it on a timely basis.
269
 {Emphasis 

added}  

 

447. Mr. Merani recommended that project cost reports also be circulated to interested 

parties/interveners at the last GRA.
270

  

 

448. The TGC concurs with the recommendations and evidence of Mr. Merani. 

 
Summary and Recommendations:  
 
449. NTPC should be directed to provide periodic project cost reports. This will facilitate an 

assessment of NTPC's decision-making during various stages of a major (greater than 

$00.400M) project’s life cycle.  Such periodic reports would report on changes related to i) 

scope, ii) input factors, (iii) drawdown of the contingency budget each month and rationale 

for the draw down, and (iv) other factors.  

 

450. Such periodic reports would provide the Board and interested parties (i) a track record 

of project’s costs (by component) relative to budget, and (ii) details as to whether 

                                                 
267

 Transcript of Proceedings, Vol. 3, p. 531, L12-15.  
268

 Transcript of Proceedings, Vol. 3, p. 528, L1-8.  
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 Transcript of Proceedings, Vol. 3, p. 528, L9-23.  
270

 Transcript of Proceedings, Vol. 3, p. 531, L17-20.  
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management undertook appropriate, timely and prudent decisions during various stages of 

the project life cycle.  

 

451. The TGC submits the following two alternatives would also be acceptable: i) the 

frequency of reporting to the Board could be on a semi-annual basis, and ii) reporting 

could be limited to major capital projects that exhibit a significant variance. Further, the 

TGC recommends such reports be circulated to the Board as well as to interested 

parties/intervenoes. 
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11.0 CONCLUSION  
 

452. The TGC thanks the Board for its consideration of this Argument.  

 

 

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 14
th

 day of August, 2017.  

 

 

MLT AIKINS LLP 

 

 

 
Per: _________________________ 

G. Rangi Jeerakathil  

Counsel for the Thermal Generation 

Communities  

 

 


