
 

         
 
 
         July 19, 2016 
 
North American Electric Reliability Corporation 
3353 Peachtree Road NE  
Suite 600, North Tower  
Atlanta, GA 30326 
Attention:  Mr. Michael Walker 
 
Subject:  NPCC Regional Entity Division Variance Comparison and 
   Second Quarter 2016 Statement of Activities 
 
Dear Michael: 
 
 The variance comparison for the period ended June 30th, 2016 is included along with Northeast Power 
Coordinating Council, Inc.’s unaudited Second Quarter 2016 Statement of Activities.  
 
 Please do not hesitate to contact me via email at jhala@npcc.org or via telephone at (212) 840-1070 
should you have any comments or questions with regard to the materials provided. 
 
        Sincerely, 
 

        Jessica Hala 
 
        Jessica Hala 
        Manager, Finance and Accounting 
 
Enclosures 
 
cc: Mr. Christopher Weir, CPA – NPCC Treasurer 
      Mr. Edward A. Schwerdt – NPCC President & CEO 
      Ms. Jennifer Budd Mattiello – NPCC Senior Vice President & COO 
      ERO Finance Group 
 

mailto:jhala@npcc.org
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NPCC Regional Entity Division 
Budget to Actual  

Variance Comparison as of June 30, 2016 
 
 

INCOME 
 

• Penalty Sanctions (Actual income of $67k remitted to NPCC as of June 30, 2015 has been applied to reduce 
2016 assessments to NPCC U.S. load serving entity designees.)  No penalty sanctions have been remitted since 
June 30, 2015. 

 
• Interest Income (Actual income of $2k year-to-date not included in budget) 

NPCC accounts for but has not budgeted for interest income for operating fund investment as returns on U.S. 
treasury securities fund are negligible and corporate money market fund returns are minimal. 

 
o NPCC allocated $2k as a portion of total interest income (93%) to the Regional Entity Division 

consistent with the ratio of Regional Entity (RE) to Criteria Services (CS) Division 2016 funding.  A 
common system of accounts, with divisional separation, is used for both RE and CS revenue tracking and 
financial reporting. 

 
 
EXPENSES 
 

• Personnel Expenses (Variance of $198k under budget year-to-date and as budgeted FYP) 
o NPCC is fully staffed for 2016. Medical insurance coverage is currently waived by 25% of NPCC 

employees who have superior coverage from a former employer.  Additionally, medical insurance 
premium increases are lower than budgeted. 
 

• Meetings and Conference Calls (Variance of $130k under budget year-to-date and as budgeted FYP) 
o Continued efforts to limit the number of attendees participating in off-site meetings, and  holding as 

many meetings as is practical onsite or via webinar where effective, have kept meeting and conference 
call expenses under budget.  Current underage is primarily due to timing of planned meetings, with the 
heaviest meeting schedule occurring late in the year.   
 

• Consultants and Contracts (Variance of $495k under budget year-to-date and as budgeted FYP) 
o Year-to-date under budget is primarily due to the timing of the use of independent contractors for 

compliance audits.  Use of a third party which contracts with subject matter experts identified and vetted 
by NPCC has created a lag in realization of expenses.  Inherent Risk Assessments and Internal Control 
Evaluations are planned such that the full year projection continues to be as budgeted.  Should NPCC 
have indications that savings in excess of what has been projected will be realized, the third quarter 
report would include adjustments to the full year projection. 
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• Office Costs (Variance of $74k under budget year-to-date and $36k under budget FYP) 
o Underage in office costs is due to purchasing computer equipment rather than leasing.  The underage is 

off-set by an overage in fixed asset acquisitions. Full cost savings resulting from the elimination of 
financing costs will be realized over the three-year useful life of the computer equipment. 
 
 

• Professional Services (Variance of $32k under budget year-to-date and as budgeted FYP) 
o Underage in legal fees is due to timing of Board Committee meetings supported by outside counsel and 

additional workload taken on by General Counsel as well as the Senior Compliance Attorney.  
Additionally, a total remuneration study called for by the Management Development and Compensation 
Committee and the Corporate Governance and Nominating Committee led search activity for a successor  
Independent Director  will have budgetary impacts for the second half of the year. 
 
 

 
FIXED ASSETS 

 
•  Computer & Software (Variance of $123k under budget year-to-date and as budgeted FYP) 

o Current underage is due to project timing.  The scope of software development work for the Compliance 
Data Administration Application referred to as CDAA and the Compliance Information Tracking System 
referred to as CITS is projected to be as budgeted. 
 

• Equipment (Variance of $96k over budget year-to-date and $96k over budget FYP) 
o Overage in equipment capital expenditures is due to purchasing computer equipment rather than leasing 

as budgeted. The purchase decision was an economic one.  This overage is partially offset by an 
underage in office costs.  Full cost savings resulting from the elimination of financing costs will be 
realized over the three-year useful life of the laptop computer equipment. 

 
 

 
(Unaudited) 
Submitted July 19th, 2016 



 2016 YTD          
Actual 

 2016 YTD           
Budget 

 2016 YTD 
Actual 

Variance from 
Budget   %

 2016 
Projection 

 2016 Annual 
Budget 

 2016 
Projection 

Variance from 
Budget     %

Funding
   Assessments    7,174,598     7,174,598                        -    14,349,196    14,349,196                         -   
   Penalties          67,000          67,000                        -            67,000            67,000                         -   
   Testing                   -                      -                          -                      -                       -                           -   
   Services & Software                   -                      -                          -                      -                       -                           -   
   Workshop Fees          31,550          32,000                   (450)          64,000            64,000                         -   
   Interest            2,332                    -                   2,332             2,332                     -                    2,332 
   Miscellaneous                   -                      -                          -                      -                       -                           -   
Total Funding    7,275,480     7,273,598                 1,882 0.03%  14,482,528    14,480,196                  2,332 0.02%

Expenses
   Personnel Expenses
      Salaries    3,186,974     3,280,735             (93,761)     6,561,471      6,561,471                         -   
      Payroll Taxes        278,057        283,331               (5,274) 399,057              399,057                         -   
      Employee Benefits        634,350        682,400             (48,049) 1,364,799        1,364,799                         -   
      Savings & Retirement        365,787        416,559             (50,772) 833,118              833,118                         -   
Total Personnel Expenses    4,465,167     4,663,024           (197,857) -4.24%     9,158,445      9,158,445                         -   0.00%
   Meeting Expenses
      Meetings          91,791        172,600             (80,809) 394,000              394,000                         -   
      Travel        322,040        362,840             (40,800) 907,100              907,100                         -   
      Conference Calls          15,600          23,500               (7,900) 47,000                    47,000                         -   
Total Meeting Expenses        429,431        558,940           (129,509) -23.17%     1,348,100      1,348,100                         -   0.00%
   Operating Expenses
      Consultants & Contracts        470,504        965,250           (494,746) 2,223,500        2,223,500                         -   
      Rent & Improvements        337,652        401,250             (63,598) 802,500              802,500                         -   
      Office Costs        246,208        319,750             (73,542) 603,500              639,500              (36,000)
      Professional Services        411,680        443,500             (31,820) 1,011,000        1,011,000                         -   
      Miscellaneous          13,384          20,500               (7,116) 41,000                    41,000                         -   
      Depreciation        122,491        115,911                 6,581 231,821              231,821                         -   
Total Operating Expenses    1,601,920     2,266,160           (664,240) -29.31%     4,913,321      4,949,321              (36,000) -0.73%

Indirect Expense Allocation      (156,132)      (213,524)               57,391 -26.88% (427,047)            (427,047)                         -   0.00%

Other Non-Operating Expenses                   -                      -                          -   n/a -                                   -                           -   n/a

Total Expenses    6,340,386     7,274,601           (934,215) -12.84%  14,992,818    15,028,818              (36,000) -0.24%
Net Change in Assets        935,094           (1,003)             936,097 -93329.27%      (510,290)       (548,622)                38,332 -6.99%

Fixed Assets
     Depreciation      (122,491)      (115,911)               (6,581) (231,821)            (231,821)                         -   
     Computer & Software CapEx          15,188        138,000           (122,812) 276,000              276,000                         -   
     Furniture & Fixtures CapEx                   -                      -                          -   -                                   -                           -   
     Equipment CapEx          96,381                    -                 96,381 96,381                             -                  96,381 
     Leasehold Improvements                   -                      -                          -   -                                   -                           -   
Incr(Dec) in Fixed Assets (10,922)       22,089         (33,012)            -149.45% 140,560      44,179          96,381              218.16%

Total Budget (Expenses plus Incr(Dec) in Fixed Assets)    6,329,464     7,296,690           (967,226) -13.26%  15,133,378    15,072,997                60,381 0.40%
Change in Working Capital (Total Funding less Total Budget) 946,016      (23,092)       969,108           -4196.64% (650,850)     (592,801)      (58,049)             9.79%

 Equivalent Full Time Employees            36.61             36.86                  (0.25) 36.61                        36.86                   (0.25)
 Headcount             38.00             38.00                        -   38.00                        38.00                         -   

Beginning Total Reserves - 1/1/16      4,489,880       3,932,546               557,334       4,489,880        3,932,546                557,334 
Change to Reserves -  YTD 2016          946,016           (23,092)               969,108         (650,850)          (592,801)                 (58,049)

Projected Total Reserves at 12/31/16      5,435,896       3,909,454            1,526,442       3,839,030        3,339,745                499,285 

Northeast Power Coordinating Council, Inc. - Regional Entity Division
Statement of Activities, Fixed Assets and Change in Working Capital

(Unaudited)
For the Period Ended June 30, 2016
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