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I. Introduction 

1. Northland has participated in NTPC Phase I and Phase II GRAs, and its subsequent 

Review & Variance Application.  Northland has concerns about the transfer of costs 

toward wholesale customers, particularly in the Snare Zone, and hereby submits the 

following comments which mainly focus on NTPC’s application to review and vary Board 

Directive No. 18, respecting NTPC’s forecast diesel generation in the Snare Zone.   

2. NTPC argues that the Board should review and vary Directive 18, because: 

A. The Board applied an incorrect test to the Corporation’s forecast for diesel 

generation in the Snare zone; 

B. The Board’s erred by concluding there was insufficient evidence to support the 

Corporation’s forecast level of diesel generation for the Snare zone; 

C. The Board erred in determining the reasonable forecast diesel generation based 

upon the “minimum” diesel generation required rather than the “average” historical 

diesel generation; and 

D. The Board failed to consider all the evidence on the record because it was under 

the misconception that the evidence was not available1. 

Northland will discuss NTPC’s reasons below. 

II. Incorrect Test 

3. NTPC states that the Board failed to “apply the correct test of reasonableness and instead 

inexplicably applied an ‘optimum’ test”, and quotes certain parts of the Public Utilities Act 

and a decision by the Supreme Court of Canada. NTPC goes on to say: 

The statute and law are clear that the forecast is to be assessed against a 

reasonableness standard which in turn underpins the Board’s ultimate task which 

                                                  

1 Paragraph 15, NTPC Application for Review and Variance of Board Decision 16-2017 
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is the determination of just and reasonable rates. The Board is not asked to 

determine “optimum” rates. That exercise would be significantly different, and 

would impose not only a substantially higher standard, but a standard that is not 

realistically attainable in rate regulation in any event.2 

4. NTPC concludes by stating: 

It is plain and obvious on the record, that the Board assessed NTPC’s evidence 

supporting its Snare diesel generation forecast of 5 GWh against an optimum 

standard. This error of law directly impacted the Board’s determination that the 

forecast diesel generation was uncertain leading it to conclude that 1.2 GWh was 

appropriate.3 

5. Northland is not convinced by NTPC’s application that Directive 18 is a zero-sum game 

between “Optimum” and “Just and Reasonable”. NTPC confirmed4 “the Board Decision 

allows NTPC to recover its actual fuel costs for the Snare Zone”, so NTPC is not harmed 

by the Directive, and it is unclear why NTPC believes the Directive is not just and 

reasonable.  

6. NTPC confirmed “the RSF acts similarly to a deferral account”, which in Northland’s view 

should mitigate NTPC’s concerns about “optimum” rates imposing a “substantially higher 

standard… that is not realistically attainable in rate regulation” for addressing this fuel 

cost forecast. 

7. As Northland pointed out in its argument, there are other factors about NTPC’s forecast 

that the Board can consider on a holistic basis, including how costs are recovered by the 

Rate Stabilization Fund (‘RSF’) and potential for cross subsidy between different rate 

zones.  

                                                 

2 Paragraph 23, NTPC Application for Review and Variance of Board Decision 16-2017 
3 Paragraph 26, NTPC Application for Review and Variance of Board Decision 16-2017 
4 Response to NUL-NTPC-2(a) 
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8. Northland submits that a minimum diesel forecast as directed by the Board is appropriate 

because it: 

a) Allays concerns about the RSF acting as a backdoor mechanism for cross 

subsidization; and 

b) Allows NTPC to recover its prudently-incurred fuel costs. 

III. Insufficient Evidence to Support NTPC’s Forecast 

9. NTPC claims the Board erred because, in NTPC’s opinion, it did not consider there to be 

enough evidence to support an “average” calculation of diesel requirement. NTPC 

provides numerous new calculations of averages5,6, none of which equal the original, 

applied-for 5GWh. 

10. When asked whether NTPC has “performed any analyses (regression or other) to 

determine whether water availability/flows and hydro production are correlated”7, NTPC 

refers to its response to BR-NTPC-1(c), which includes a new averaging exercise and a 

new narrative discussing observations of specific points of data and how diesel 

generation is affected by flows at Bluefish. While NTPC’s narrative provides further 

understanding of the Snare hydro system’s limitations, Northland submits this is a limited 

analysis of the data with little-to-no obvious statistical significance. 

11. Regardless, narrowly fixating on the forecast ignores the Board’s and Northland’s 

concerns that the RSF can act as a backdoor for transferring amounts from one rate zone 

                                                  

5 Paragraph 26, NTPC Application for Review and Variance of Board Decision 16-2017 
6 Response to BR.NTPC-1(c)&(d). 
7 Request NUL-NTPC-6(d). 

ulrn
Sticky Note
None set by ulrn

ulrn
Sticky Note
MigrationNone set by ulrn

ulrn
Sticky Note
Unmarked set by ulrn



Page 5 of 7 

to another8. In fact, NTPC appears to believe this is a benefit to its approach, claiming 

“under NTPC’s approach all zones share proportionately in the savings.9”  

IV. Minimum vs Average 

12. As discussed above, Northland believes the Board has appropriately taken a broader, 

holistic, and measured view of NTPC’s costs and the mechanisms used for recovering 

those costs when considering the Snare forecast fuel requirement. 

13. Northland agrees that average costs are useful and appropriate for forecasting many 

costs that a utility experiences year-over-year, including fuel volume forecasts for isolated 

systems along with respective heat rates. However, Northland submits the hydro system 

is more complex and prone to larger fuel fluctuations depending on hydro availability, 

which justifies considering a different treatment. 

14. Further, Northland believes the Board’s decision has broadly considered how these costs 

are incurred, and how the costs are recovered. Northland submits that the added 

complexity of a forecast for a diesel-hydro system is addressed through the use of an 

approved deferral account, which takes into consideration the difficult to forecast nature 

of the costs.  

V. Data is Unavailable 

15. NTPC appears to believe that its position was supported by evidence outside of the 

proceeding, that it was unnecessary to facilitate interveners’ access to this information, 

                                                  

8 From Decision 10-2016: 
What the Board is concerned about is that the artificial manipulation of the base fuel prices by Part (a) could 
become a back-door mechanism from transferring dollars from ratepayers in one zone to ratepayers in another 
zone. For instance, if base fuel prices are set artificially low for a zone then the effect would be that ratepayers 
in that zone would appear to be paying their 100% revenue cost ratio but in actuality they would not be as the 
calculation of the 100% revenue cost ratio would be based upon artificially low base fuel prices. What could 
have the appearance of fairness would not be fair as the shortfall in revenue that would rightfully be earned in 
that zone would have to then be earned in other zones. Through the territorial fuel and water rider, those other 
zones could end up consistently paying significantly more than their 100% revenue to cost ratio. 

9 Response to BR.NTPC-2(b) 
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and that interveners themselves are obliged to assist NTPC in verifying that data exists 

in order to support NTPC’s positions10. 

16. Northland submits that NTPC’s response around historic waterflow data is particularly 

challenging. At the technical hearing, Northland raised concerns about access to 

historical waterflow data which NTPC agreed to address. Unfortunately, there are two 

issues with respect to the historical data provided by NTPC.  First, NTPC provided a link 

to a website that did not exist (as raised in Northland’s original argument); secondly, in 

NTPC’s application for review and variance, NTPC provided corrected updated links, with 

the data being provided in PDF format (instead of Excel) and therefore unusable as it 

cannot be analyzed without transcribing thousands of records.  

17. NTPC confirms it is responsible for creating the water board reports11, and, after 

reproaching Northland for not informing NTPC that its data was unavailable at the time of 

the proceeding, now NTPC refuses to provide the data in Excel, despite being responsible 

for preparing the data and despite being explicitly requested to do so12. Northland submits 

that NTPC’s reluctance to adequately respond to this request is unhelpful and 

uncooperative, since NTPC is responsible for supporting its application in front of the 

Board.  Considering NTPC has already prepared the data, and NTPC claims that it “has 

always sought to act in a cooperative fashion and make the Board’s process efficient and 

accessible”13, NTPC’s statement about a “preponderance of evidence14” to support a 

5GWh forecast at the time of Decision 16-2017 is, in Northland’s view, exaggerated.  

  

                                                  

10 Response to NUL-NTPC-6(a)&(b). 
11 Response to NUL-NTPC6(c). 
12 Response to NUL-NTPC-6(g). 
13 Response to NUL-NTPC-6(a)&(b). 
14 Paragraph 43, NTPC Application for Review and Variance of Board Decision 16-2017 
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VI. Conclusion 

18. Northland submits the Board’s decision is just and reasonable, and is supported based 

on the evidence NTPC has submitted as part of this proceeding. 

19. In particular, Northland believes the Board’s decision has appropriately addressed 

concerns about the RSF acting as a backdoor mechanism for transferring costs from one 

rate zone to another. In the future, Northland respectfully requests the Board direct NTPC 

to provide evidence the interzone transfer of costs within the RSF is not a material 

concern, if NTPC desires to alter the base fuel forecast for the Snare Zone embedded in 

rates. 
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