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1.0 INTRODUCTION AND BACKGROUND
1. 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. The TGC actively participated 

in the 2016/19 General Rate Application (GRA) filed by Northwest Territories Power 

Corporation (NTPC, the Corporation) before the NWT Public Utilities Board (the Board, 

PUB). The Board issued Decision 17-2017 and Decision 1-2018 respecting 2016/19 

Phase 1 and Phase 2, respectively. There were a number of directions for NTPC to 

address, some in its next GRA and others in a Compliance Filing. 

 

2. By letter dated March 16, 2018, NTPC filed its 2016/19 GRA 1 and 2 GRA Compliance 

Filing. 

 
3. The TGC actively participated in both the 2016/19 Phase 1 and 2 GRA proceedings, 

including the filing of Information Requests. Based on the review of the filed 

Applications, responses to the Information Requests filed by the PUB, the TGC and the 

City of Yellowknife/Town of Hay River (YK/HR), the TGC files its Argument as 

follows. Silence on any issue should not be construed as agreement with the positions or 

recommendations of any other party in this proceeding. 

2.0 PHASE 1 COMPLIANCE FILING 

2.1 COMMON COSTS 

4. A source of frustration in reviewing the financial schedules to this Application is the fact 

that the O&M expenses related to Corporate and Regional Common Costs are shown as a 

single line item on Schedule 5.3-0. Hence, some 43% of total O&M costs are shown as a 

single line item.1 A number of IRs were posed of NTPC during the Phase 1 GRA to 

provide a detailed breakdown at an account level in the same manner as Plant-Specific 

1 Phase 1 Compliance Filing, Schedule 5.3-0; for example, in 2018/19, total of Corporate and Regional Common 
costs is $18.374M, representing some 43% of total O&M costs of $43.079M
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Common Costs. NTPC only provided this detail in X011, YK. NTPC-15, Attachment 1 

and 2. Further detail was provided in Phase 1 Undertaking Response X057. 

5. NTPC has continued with the above noted practice in its 2016/19 Phase 1 Compliance 

Filing. NTPC provided detailed account level information only in response to 

TGC.NTPC-4 (b). NTPC could have easily provided the account level detail in support of 

Corporate and Regional Common Costs rather than only providing this information as 

part of an IR process. Rather than providing account level detail related to Corporate and 

Regional Common Costs which would expedite the review of its Applications, NTPC 

states it prefers instead to adhere to the previously approved MFR process, as per the 

following IR and Response: 

Please indicate whether NTPC intends to include the detailed information 
included in X011, IR Response YK.NTPC-15, Attachment 1 and 2, as part 
of its MFR filing in its next GRA. If not, please explain.

….

No, NTPC does not intend to include the detailed information as part of the 
next MFR filing. In PUB Decision 13-2014 that developed the MFR 
framework, the PUB accepted and adopted the recommendation from the 
MFR Committee to review the MFR for relevance and applicability and 
update as necessary once every five years.2

6. The TGC submits NTPC’s approach has resulted in an inefficient review process. Even in 

the context of the 2016/19 Phase 1 Compliance Filing, details supporting the change in 

common costs are not provided. For example, it was only in response to TGC.NTPC-4 

(a) and (b) and TGC.NTPC-10, that NTPC provided details of which O&M accounts in 

Common Costs were impacted by Board Decision 16-2107. This additional work to 

review should not be required, and leads to inefficiency and unnecessary increased costs 

in the review of the Compliance Filing.

7. Experience since the MFR process was approved has shown that parties need detailed 

account level information to properly assess Corporate and Regional O&M Costs, which 

2 Response TGC.NTPC-4 (c)
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comprise a significant portion of total O&M expense. Providing a one-line entry for 43% 

of O&M costs, as NTPC does in Schedule 5.3-1 to 5.3-2, simply does not make sense. 

8. The issue of whether NTPC should dogmatically adhere to the MFR process in the 

context of a GRA filing was fully addressed in the main 2016/19 Phase 1 GRA. In 

response to NTPC’s position that it was not required to provide any more information 

than that approved in the MFR Decision 13-2014, the Board ruled the MFR parameters 

must be viewed as providing “high level guidance” only:

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.”3 {Emphasis added}

9. The TGC submits account level information supporting Corporate and Regional Common 

Costs similar to the detailed account level information provided with respect to Plant 

Level O&M costs, is “relevant and necessary to test the veracity of forecasts”. NTPC’s 

position to advocate lack of transparency in its regulatory filings is unfortunate in that it 

leads to inefficiency and unnecessary increased costs.

10. As such, and consistent with the Board ruling referenced above, the TGC recommends 

the Board direct NTPC to provide, at its next GRA, details of Corporate and Regional 

Common Costs at an account level, much like NTPC provides for Plant Level O&M 

costs. 

3 X033, NTPC 2016/19 Phase 1 GRA
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2.2 USE OF RISK REGISTER FOR PROJECTS FOR LARGER THAN $5.0 
MILLION 

11. With respect to the use of risk registers for determination of contingency reserves for a 

capital project, the Board stated:

110. The Board notes TGC’s concern that NTPC’s use of a baseline 
contingency allowance of 30%, adjusted as needed, appears to be based 
entirely on NTPC's judgment; TGC submitted that NTPC refine its 
approach so that the contingency amount is based on a detailed risk 
register specific to each major capital project. [TGC Argument, 
paragraph 400]

111. The Board considers, detailed assessment of risks including scope 
risks, design error risk, contractor cost risk, scheduling risk etc. would 
not only help identify potential project risks but also help plan for 
effective mitigation of such risks in the project plan. In contrast a blanket
contingency reserve up to 30% that is not based on risk assessment 
serves neither of these functions. Accordingly, the contingency reserve 
for projects should reflect an assessment of the specific risks of a project
(including use of a risk register mechanism) and should reflect a 
contingency reserve level that is reflective of the diversity adjusted net 
expected value of such risks. The Board directs NTPC to reflect these 
requirements in its capital planning process document. 

The Board considers, detailed assessment of risks including scope risks, 
design error risk, contractor cost risk, scheduling risk etc. would not only 
help identify potential project risks but also help plan for effective 
mitigation of such risks in the project plan. In contrast a blanket 
contingency reserve up to 30% that is not based on risk assessment 
serves neither of these functions. Accordingly, the contingency reserve 
for projects should reflect an assessment of the specific risks of a project
(including use of a risk register mechanism) and should reflect a 
contingency reserve level that is reflective of the diversity adjusted net 
expected value of such risks. The Board directs NTPC to reflect these 
requirements in its capital planning process document.4 {Emphasis 
added} 

12. In its Compliance Filing, NTPC proposed to use a risk register approach, but only for 

projects larger than $5.0M:

The Corporation will update its capital planning process to include the 
addition of a risk register to assess contingencies for larger scale projects $5 

4 Decision 16-2017, Page 37, Para 111, 
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million and above as part of NTPC’s project permit application process to 
the PUB. For projects less than $5 million and greater than or equal to 
$0.400 million, NTPC will review project specific risks on a case by case 
basis when setting the contingency reserve for capital projects.5 {Emphasis 
added} 

13. The direction in Board Decision 16-2017, as noted above, did not provide NTPC 

discretion to use the risk register approach only for projects forecast to cost more than 

$5.0M.6  To this end, NTPC has not complied with the Board’s direction. The “case by 

case” basis proposed for projects greater than $0.4M and less than $5.0M, is unacceptable 

not only because it violates a clear Board Directive, but also because it continues to rely 

on NTPC’s judgment. 

14. NTPC's evidence that it employs a contingency rate which ranges from 5% for low risk 

projects to 30% for higher risk projects7 suggests that risks are explicitly recognized to 

determine the contingency allowance. If so, we question why NTPC cannot ascribe a 

dollar value to each of these specific risks. Furthermore, a review of the evidence filed in 

the 2016/19 Phase 1 GRA8 indicates that for the 2018/19 Test Year for example, other 

than one project (Jackfish SCADA Host System Replacement), all other major capital 

projects were forecast to have a contingency rate of 30%. Therefore, in NTPC’s view, all 

these projects carry higher risks and such higher risks consistently and coincidentally 

result in a same contingency allowance of 30%. In the absence of a detailed risk register 

that justifies a dollar value associated with each specific risk, NTPC’s use of 30%, based 

on its “judgement”, amounts to nothing more than a “black box” approach. That is, there 

is no reasonable basis to properly assess whether the use of 30% to estimate contingency 

is appropriate and justifiable. 

15. The fact that NTPC is quite willing to use a risk register approach for projects more than 

$5.0M suggests that it has, or will have, processes in place to use a risk register approach 

for all major (>$0.4M) projects, but simply does not want to use this tool. NTPC’s 

proposal to use judgment in place of a risk register is an inferior approach, one that is 

5 2016/19 GRA Phase 1 Compliance Filing, Response to Directive 5, PDF 6/131
6 Response TGC.NTPC-8 (a)
7 Ibid
8 X039 Merani Evidence, Attachment APM 3 Contingencies 
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hard to quantify and test in a public hearing process and carries with it a potential to 

overstate the appropriate financial liabilities associated with each specific risk. 

16. A properly constructed risk register, as noted by the AUC in Decision 2014-283 [Para 

121-122], carries with it the following advantage: “a key advantage of the risk register 

approach is that it would facilitate the easy removal of identified risk line items and their 

assigned financial contingency amounts when and if it became clear that a previously-

identified risk would not materialize.”

17. For all of the foregoing reasons, the TGC recommend the Board direct NTPC to update 

its capital planning processes and employ a detailed risk register for all major capital 

projects, consistent with its direction in Decision 16-2017 (Directive 5).

2.3 OVERHEAD COSTS 

18. In Board Decision 16-2017, the Board noted a number of areas where the record was 

incomplete with respect to (i) the determination of capital overhead expenses removed 

from O&M expenses and (ii) the actual amount of overhead charged to Capital through 

the Capitalized Pool account. This resulted in the following Board Direction:

183. The Board considers it important to ensure that the overhead taken out 
of common costs are at an appropriate level and any changes since 2013/14 
in the overhead capitalized under accounts 5930 for salaries and wages, 
account 5950 for supplies and account 5940 for travel, are fully justified. 
Further the Board considers it important to ensure alignment of overhead 
costs removed from O&M in each year and the overhead included in the 
overhead pool to be capitalized. Therefore, for the purposes of the 
compliance filing NTPC is directed to: 

• Complete the above overhead comparison table by including any missing 
information (labelled as NA) and reconcile differences between lines 13 and 
14;
• Provide reasons for any changes from year to year, in the percent of 
salaries added to the overhead pool at line 12 of Table 2; 
• Explain and justify the changes in salaries and wages, supplies and travel 
capitalized under accounts 5930, 5950 and 5940 in each of the test years 
relative to 2013/14; subject to explaining and justifying the above noted 

8
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changes, reduce the corporate O&M costs by $0.35 million in each of the 
test years;
• Reconcile the capitalized overhead amounts of $3.233 million in 2013/14 
and $4.173 million in 2014/15 to the overhead addition to pool amounts 
shown at line 14 of Table 2 and file this reconciliation as part of the 
response to the above direction.
• Adjust, to the extent material, the test year O&M forecasts as well as the 
historical plant balances since 2013/14, to ensure alignment of overhead 
costs removed from O&M and overhead capitalized.9

19. In response, NTPC stated:

Indirect Overhead Method (Section A)
Indirect costs are transferred from O&M to the overhead account as shown 
in section A of Attachment A. NTPC’s response in YK/HR.NTPC-15 
includes these indirect overheads from head office common costs. The 
indirect overheads contained in the offset (overhead salaries, supplies, 
travel) are related to costs from the Asset Management and Engineering 
division. NTPC uses cost centers to track these expenses for assigning to the 
overhead account.

Plant Specific Overhead (Method B)
NTPC has not used this plant specific methodology since the 2012/14 GRA 
and the amounts after the 2013/14 Test Year in Schedule 5.3 are $0. Plant 
related overhead costs are shown in section B of attachment A, and they are 
only included in the 2013/14 Test Year. In 2011/12 when major capital 
work was being completed in the Snare zone, hydro camp expenses were 
forecast to increase from the additional activity at the camp and the 
requirement of a contract safety advisor. As these costs were incurred for a 
number of capital projects a portion of the hydro camp expenses were 
applied to a Snare specific overhead account and allocated to these Snare 
capital projects. The majority of this capital work was completed in 
2012/13. The 2013/14 Test Year is from the 2012/14 GRA and the Test 
Year was based on the 2012/13 O&M budget.

Direct Overhead Method (Method C)
Expenses from divisions such as Operations, Finance, Executive and Health 
Safety and Environment use the direct overhead method. Under this method 
expenses are directly coded to the overhead account. There is no credit 
recorded to O&M for these expenses and these costs are not included in the 
O&M schedules.10 [PDF 13-14/131] {Emphasis added}

9 Decision 16-2017, Page 62-63, Para 183
10 2016/19 Phase 1 GRA Compliance Filing, PDF 13-14/131

9
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20. With respect to the Indirect Overhead Method, NTPC referenced information provided in 

Phase 1 IR Response YK/HR.NTPC-15 to obtain indirect expenses (Overhead Salaries 

Account 5930, Overhead Supplies Account 5950 and Overhead Travel Account 5940). In 

Section 3.0 of this Argument, the TGC has recommended that in all future rate 

applications, all Corporate overhead costs, at an account level, be shown as part of 

NTPC's main GRA Filing rather than the inefficient process of having the Board and 

intervenors ask for such information as part of the IR process. 

21. The use of the Direct Overhead Method noted above by NTPC results in expenses being 

directly coded to the capital overhead account. These amounts are significant; for 

example, in 2018/19 Test Year, expenses under the Direct Overhead Method represent 

some $2.0M, or 48% of total capitalized overhead costs of $4.2M.11 

22. NTPC states “Direct Overhead costs are not included in Schedule 5.3 as they are not 

O&M costs, they are capital costs.”12 Therefore, the TGC understands that O&M 

amounts included in Schedule 5.3 reflect net amounts, i.e. net of the O&M amounts 

charged directly to Capital. As such, there is no transparency or “audit trail” with respect 

to O&M Expenses charged to Overhead Capital under NTPC’s Direct Overhead Method. 

More specifically, the TGC note with concern there is “no credit recorded to O&M…and 

these costs are not included in the O&M schedules”. {Emphasis added} 

23. NTPC indicates that the amount of “total salaries coded to capital and not included in 

O&M has been historically consistent at 20%.”13 However, we reviewed the IR 

referenced in NTPC’s 2016/19 Compliance Filing (2016/19 Phase 1 IR Response 

YK/HR.NTPC-3, Table 1), and note that 20% of the total salaries are capitalized;14 there 

11 2016/19 Phase 1 GRA Compliance Filing, Directive 11 Attachment, PDF 16/131
12 2016/19 Phase 1 GRA Compliance Filing, Response TGC.NTPC-12 (b)
13 2016/19 Phase 1 GRA Compliance Filing, PDF 14/131; Phase 1 IR Response YK/HR.NTPC-3, Table 1
14 2016/16 Phase I Response YK/HR/NTPC-3, Table 1 provides the following information:

10
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is no evidence to support the derivation of salaries which are deemed to be capital-

related. Simply stating 20% is reasonable does not make it so. Even if the 20% has some 

basis in fact, it does not shed any light on the reasonableness of expenses charged to 

Capital Overhead under NTPC’s Direct Overhead Method for the Test Years.

24.  In our view, the lack of visibility of identification and makeup of expenses under the 

Direct Overhead costs does not allow the Board an opportunity to assess the 

reasonableness of O&M costs charged directly to capital, or year over year changes of 

these amounts.  NTPC should be directed to provide this information in its O&M 

schedules in its next GRA which reflect the full amount of the expense, and show 

separately a credit related to capital overhead.  

25. As well, the TGC submit information provided in response to Directive 11, Attachment 1 

is also useful and should be provided in all future GRA filings in order to help better 

understand the derivation of total O&M costs which are deemed capital overhead costs.

26. In summary, the TGC recommends:

(i) NTPC provide as part of next GRA filing, details of all Corporate overhead costs 

at an account level, including indirect overheads from head office common costs. 

The indirect overheads contained in the offset (overhead salaries, supplies, travel) 

are related to costs from the Asset Management and Engineering division.

11
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(ii) The use of the Direct Overhead Method noted above by NTPC results in about 

48% of total Capitalized Overhead expenses being directly coded to the capital 

overhead account. This method does not provide the requisite transparency or 

“audit trail” of O&M Expenses charged to Overhead Capital. NTPC should be 

directed to provide the full amount of the O&M costs and the portion or amount 

related to the capital overhead pool.

(iii) NTPC should be directed to provide, at a minimum, information it provided in 

response to Directive 11, Attachment 1, in all future GRA filings.

12
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3.0 NTPC REVIEW AND VARIANCE APPLICATION 

3.1 COMPLIANCE FILING DOES NOT REFLECT PUB DIRECTION IN DECISION 
16-2017

27. In its letter dated March 16, 2018, NTPC filed for a Review and Variance (R&V) 

Application of the Board’s Phase 1 Decision 16-2017, wherein the Board rejected 

NTPC’s proposed use of a minimum of 5 GWh of diesel generation in the Snare Zone 

and instead approved a minimum of 1.2 GWh of diesel generation for forecast purposes. 

The Board ruled as follows:

Due to the uncertainty over the optimum level of diesel generation in the 
Snare zone the Board directs as follows for purposes of the Compliance 
filing and for future fuel rider applications:

 The base level of diesel generation in the Snare zone shall remain at 
1.2 GWh;

 Any costs associated with diesel generation (volume and price) 
between 1.2GWh and the NTPC proposed average diesel generation 
level of 5GWh shall flow exclusively to Snare zone customers 
through a separate Snare Zone diesel generation rider;

 The Snare zone diesel generation rider shall not be subject to any 
thresholds and shall be implemented annually following any actual 
year of operations;

 Any Diesel generation above the 5 GWh shall be reflected in the 
Territorial fuel rider in the normal course.15

28. In its R&V Application filed concurrently with its 2016/19 Phase 1 and 2 Compliance 

Filings, NTPC sought to reverse the foregoing findings of the Board and instead, approve 

the use of a minimum of 5 GWh of diesel generation in the Snare Zone. In its Phase 1 

Compliance Filing, rather than await the outcome of the Board Decision respecting the 

R&V Application, NTPC filed all Phase 1 Revenue Requirement schedules, and as well, 

designed Phase 2 rates assuming that the proper level of minimum diesel generation in 

the Snare Zone should be 5 GWh. 

15 Decision 16-2017, Para 211, Page 72

13
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29. The TGC submit NTPC’s approach is wrong. Pending the outcome of the Board’s 

Decision with respect to NTPC’s R&V Application, NTPC should have filed its 2016/19 

Phase 1 and 2 Compliance Filings based on the specific directions provided in the 

Board’s 2016/19 Phase 1 Decision 16-2017 and Phase 2 Decision 1-2018.  It is 

presumptuous on the part of NTPC to assume that the Board would (i) agree to review 

and (ii) vary its Phase 1 Decision 16-2018 without first receiving input from intervenors. 

30. The TGC recommend that until such a time that the Board rules on NTPC’s R&V 

Application, all financial schedules and Phase 2 rates should be designed based on the 

minimum diesel generation of 1.2 GWh for the Snare Zone.

3.2 BOARD DIRECTION TO USE OF 1.2 GWH OF DIESEL GENERATION IN 
SNARE ZONE

31. The key issue NTPC identified by NTPC in its R&V Application is that the Board erred 

in using an “optimum” standard rather than a “reasonableness” standard to assess the 

level of diesel generation required for the Snare Zone during the Test Years. To this end, 

NTPC stated:

21. Despite the guidance provided by the Public Utilities Act and case law, 
it is apparent on the face of the Decision that the Board misguided itself by 
failing to apply the correct test of reasonableness and instead inexplicably 
applied an “optimum” test. 

22. The Board noted that the Corporation requested to increase the diesel 
generation to 5 GWh based on average diesel use in the Snare zone, but then 
stated: 

…however, there is insufficient evidence from NTPC to 
demonstrate that the average level of 5 Gwh is the optimum 
level under normal hydro operating conditions. … [emphasis 
added]

And then:

Due to the uncertainty over the optimum level of diesel 
generation in the Snare zone… [emphasis added]

23. This is not the correct test against which to assess the Corporation’s 
Snare zone diesel generation forecast. The statute and law are clear that the 

14
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forecast is to be assessed against a reasonableness standard which in turn 
underpins the Board’s ultimate task which 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.16 {Emphasis added} 

32. The TGC submit that the Board is well within its right to determine any component of a 

utility’s revenue requirement based on its assessment of what is reasonable under the 

circumstances. The choice of using the word “optimum” as opposed to “reasonableness” 

for one component of the revenue requirement does not, in and of itself, make the final 

rates unjust and/or unreasonable. 

33. In our view, NTPC still had the burden to establish that its generation mix should be 

approved given NTPC was significantly increasing diesel usage from 1.2 GWh to 5.0 

GWh. NTPC is conflating "just and reasonable" rates with their required burden of proof. 

NTPC must convince the Board that the generation mix is an appropriate forecast, but 

failed to provide sufficient evidence to support its forecast.  The TGC interprets the 

Board's Decision to be saying that NTPC did not convince the Board that the generation 

mix was a reasonable forecast based on the evidence. The Board's use of the word 

optimum is appropriate in light of what NTPC should endeavor to do in its forecast of the 

generation mix. NTPC appears to be saying it does not have to optimize diesel use; 

however, in the TGC's submission, such action by NTPC would be imprudent.

34. NTPC is also wrong, in our view, to suggest that the Board’s determination in Decision 

16-2017 respecting a single item of the revenue requirement, results in “optimum rates”. 

There is simply no basis in fact which suggests that because the forecast cost for diesel 

fuel in the Snare Zone revenue requirement is based on consideration of the optimum 

level of diesel generation under normal hydro operating conditions, that all the rates, tolls 

and charges for the Snare Zone are based on “optimal rates”. To illustrate the absurdity of 

the assertion, we note the fuel component of Snare Zone represents only $0.934M, or 

2.24%, of the total Snare Zone revenue requirement of $41.665M in 2018/19.17 The use 

16 NTPC Application for R&V of Decision 16-2017, Para 21-23
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of the “optimal” standard for such a small and insignificant component of the total 

revenue requirement does not result in the setting of “optimal” rates.

3.3 FURTHER CLARIFICATION BY NTPC AND IMPACTS ON TPSP

35. Following the filing of responses to Information Requests, by letter dated April 27, 2018, 

NTPC filed a letter with the Board which it stated was to provide further clarification to 

the treatment of the Snare Diesel generation in Revenue Requirement and how the diesel 

generation would be applied to the Territory Wide Rate Stabilization Fund (RSF), as 

follows:

The Corporation is requesting the RSF mechanics for the Snare diesel 
generation be a threshold of 5 GWh and if actual diesel generation is less 
than the 5 GWh in Revenue Requirement the RSF would be credited the 
volume difference. If diesel generation is greater than 5 GWh the extra 
diesel generation would flow to the RSF. The current RSF schedule 1 on 
line 24 indicates that only diesel generation above the 1.2 GWh or 5 GWh 
thresholds would flow to the RSF and the Corporation wishes to clarify that 
the RSF would be credited for volume differences below the 5 GWh 
proposed threshold. {Emphasis added} 

36. The TGC submits the impact to the customers who are the beneficiaries of the Territorial 

Power Support Program (TPSP) would be impacted by the foregoing proposal. For 

example, at 5.0 GWh of diesel generation, the 2018/19 rates for Yellowknife would 

increase by $0.712M compared to the 1.2 GWh of generation.18 As such, the TPSP 

reference rate would increase relative to the 1.2 GWh of diesel generation, and result in a 

lower amount of TPSP shielding. 

37. The proposal above is not symmetrical. For example, NTPC proposes that if generation is 

greater than 5.0 GWh, the extra generation would flow to the RSF, i.e. customers in all 

zones would bear that cost. However, if generation is less than 5.0 GWh, NTPC’s 

proposal will not result in Snare Zone customers receiving the full credit for diesel costs 

embedded in Snare Zone rates inasmuch as the credit is flowed through to RSF. To this 

17 NTPC 2016/19 Phase 1 Compliance Filing, Schedule 3.1-3
18 Response TGC.NTPC-2
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end, the TPSP reference rate will be higher than if full credit were to be provided. The 

watering down of the credit will result in a higher TPSP reference rate and therefore a 

lower amount of shielding to customers receiving the TPSP. 

38. The TGC has recommended in this Argument, the use of 1.2 GWh for diesel generation, 

consistent with the Board’s findings and directions in Decision 16-2017. Hence, the 

proposal advanced by NTPC respecting the treatment for generation above and below the 

5.0 GWh above would not be applicable. The TGC has no objections to the related 

directions on this issue as laid out in Decision 16-2017, Para 211. 

4.0 PHASE 2 COMPLIANCE FILING 

39. The TGC has received the Phase 2 Compliance Filing and NTPC’s IR Responses to this 

Filing. Based on the review, the TGC does not object to the proposed rate design and 

revenue to cost ratios. The only point the TGC wish to highlight is that if the Board 

agrees to direct NTPC to re-file its Phase 1 GRA Compliance Filing to reflect financial 

schedules based on 1.2 GWh of diesel generation for the Snare Zone, as recommended in 

Section 3.1 of this Argument, NTPC would have to file a revised Phase 2 GRA 

Compliance Filing to reflect the revised cost of service.
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