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Discretionary Spending: Summary of Policy Revisions Post Audit Period 2013-2018:   

 

1. Travel, Relocation and Transportation: 

 

The audit report outlines findings related to travel, relocation and transportation which have seen some 

changes since the audit was undertaken. 

 

In 2019, the corporate Relocation Guidelines policy was updated with revised Moving Expenses and 

Relocation Assistance Maximums. Specifically, the moving expenses outlines that shipping of a 

maximum of two vehicles including recreational vehicles is permitted, and Relocation Assistance 

Maximums were detailed. Hydro is also committed to reviewing the limits related to the sale and 

purchase of real estate relocated to employee relocation.  

 

With reference to travel allowances and per diems, Hydro’s allowances align with the most up-to-date 

IBEW 1615 Operations Collective Agreement and apply equitably to all employees.  

 

2. Hospitality and Guest Relations 
 

As a result of the remoteness of the Churchill Falls plant, Hydro is in the unique position in that it must 

operate a town and provide all the necessary services like many other municipalities. This includes 

operating a school, daycare, recreation facilities, garbage collection etc. Hydro also provides for regular 

town events for its residents. As such, the company operates McParland House, a small meeting and 

conference space for events, meetings, guest accommodations, etc.  The audit noted that a stock of 

alcohol was maintained at McParland House. As of June 2021, this facility no longer stocks alcohol. This 

was a historical practice that has been eliminated and will result in an estimated savings of $1,000 per 

year.  

 

In addition, the company provides for occasional Town events for community engagement and 

employee retention. These events are open to employees, their family members and any other 

residents. However, if alcohol is served at any Town events, it is supplied by an external vendor and 

employees pay for any purchases made.   
 

3. Board Expenses:  

 

The audit report outlined issues related to the approval of expenses for a Board member. Board 

members’ reasonable expenses related to travel are expected to be covered by the corporation. Hydro’s 

policy does not require the CEO to approve; however, upon review, Hydro intends to update its policy 

for clarity to note that the Vice-President of Legal, in the role of Corporate Secretary, should approve 

board expenses to ensure appropriateness.  

 

Expenses outlined in the audit report were confirmed prior to payment by the Corporate Secretary 

Coordinator to have aligned with Board meetings, as are all Board expense claims. This practice will 

continue.    
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In the reference to the audit findings, it is worth noting that the Board member claimed only for travel 

to-and-from the US and did not claim for all allowable board related expenses (e.g. meals while 

travelling, accommodations while in province, transportation while in province)  

 

Miscellaneous Expenses:  

 

The report findings reference several aspects of the employee recognition program including service 

awards, social clubs, and the President’s Awards. Employee recognition is extremely valuable and 
important; however, over the past few years, the programs were revised under a more cost-conscious 

lens.  Specific changes include: 

 Service Awards: As of 2022, service milestones will be recognized with a certificate at each five 

year increment, eliminating gifts and materially reducing the budget from roughly $25,000 to 

$500.   

 President’s Awards: Re-envisioned President Award’s is now a virtual event eliminating meal, 

travel expense and gifts.  

 Social Clubs: In 2019, reduced corporate contribution by discontinuing management 

contribution for retiree members, while continuing matching contributions for employee 

members (recognizing their shared contributions to social clubs and discontinued Special 

Management contributions for gifts for social club members).  

 

Although not outlined in the audit report, discretionary spending related to training, conferences etc. 

was reviewed in 2021 to ensure a cost-conscious approach to training. All business critical training will 

continue and a concerted effort has resulted in reduced training budgets since 2020.  In addition, Hydro 

also revised its tuition reimbursement program reflecting an approach currently of 50% reimbursement 

matching Government’s approach. 
 

The audit report also references the overall budget process regarding discretionary expenses. For clarity, 

the overall corporate budget is managed on a consolidated basis as opposed to within specific budget 

items.  The company’s finance policy states that “materially accurate and timely budgets and forecasts 

are critical to Nalcor’s overall financial management.  The purpose of the budget is to provide a 

projection of Nalcor’s annual financial position for a fiscal year against which actual performance is 
monitored and to meet Nalcor’s legislative responsibilities. Forecasts are also used to help Nalcor 

measure performance throughout the year in a timely manner, factoring in changing circumstances and 

enabling Nalcor to take action as necessary”. In short, some costs may go over budget as business needs 

arise; however, the budgeting and forecasting process is used to effectively manage overall costs. 

Hydro’s total operating expenses for its steady state operations have been under budget for the 
majority of the last number of years.  

 

 

Conflict of Interest: Summary of Policy Revisions Post Audit Period 2013-2018:   

 

The audit findings note that the corporate Business Conduct and Ethics Policy outlines the code of 

conduct in a Business Ethics Handbook to serve as a guiding document for employees and Board 

members behavior as it relates to conflict of interest and reporting non-compliance.  

 

1. Post-employment (section 19): 
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In 2019, a draft post-employment standard was prepared, and has been followed since that time, which 

requires the CEO to waive the requirement for a previous employee to enter into a contract with the 

company. As follow-up to the audit findings, this standard will get finalized and added to the Code of 

Conduct. The post-employment wavier was added to the Code of Conduct training in 2020 and training 

requirement accordingly.  

 

In the cases identified in the audit finding, it appears the non-completion of a waiver was an oversight 

and the requirements for waiver has been in place since 2019 and a process in place to address. As the 

post-office employment standard is finalized and incorporated in the Code of Conduct, there will be 

further communication efforts to ensure the requirements are reiterated and clearly understood. 

 

2. Employee Adherence to Conflict of Interest Guidelines: 

 

The audit findings outline that the company requires its employees to complete an online business 

conduct course which includes conflict of interest training for employees. This course is required for all 

new employees within their first 17 days, and all existing employees every two years. The audit found 

that a number of employees did not complete the renewal when required. As a follow-up, the company 

intends to centralize training governance to increase the focus on tracking and gap closure with respect 

to required training. 

 

3. Contractor Adherence to Conflict of Interest Guidelines: 

 

The audit findings highlight that embedded contractors had characteristics of both a contractor and an 

employee, when assessed based on Canada Revenue Agency’s (CRA) policy. The findings also state that 
that the contracts clearly stipulate that embedded contractors are not in any way an employee but that 

confirmation was not provided of this from CRA.   

 

CRA guidelines states that if a worker or payer is not sure of the worker’s employment status, either can 
ask for the CRA for a ruling. CRA provide rulings on individual worker’s employment status and the 

company did not request an individual ruling on the classification of each embedded contractor, and we 

would not have insight into if individual workers requested personal rulings.  The use of embedded 

contractors is common within projects to manage risk, therefore, obtaining CRA rulings would not be 

normal business practice.   

 

 The use of such consultants/contractors provides for flexible engagement of personnel for project 

specific work of varying lengths of time. Contracting of personnel for such work allows for short notice 

of termination, which enables effective and timely downsizing of staff as various components of work 

come to a close. As well, there are no ongoing obligations like those associated with employees, such as 

overheads, benefit plans, pension plans, etc. 

 

 

Response to Recommendations:  

 

Discretionary Expenses  

1. Nalcor should ensure discretionary expense policies and procedures are clearly defined and include 

clear spending limits and approval requirements.  
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2. Nalcor should ensure discretionary expenditures are appropriately projected, managed and 

monitored through the budget approval process and internal control processes.  

 

Response: Hydro agrees with these OAG recommendations regarding Discretionary expenses. 

 

3. Nalcor should manage its discretionary expenses in a manner that ensures the best possible use of 

public money, by aligning discretionary expenses policy with government policy whenever possible.    

 

Response: Hydro agrees that discretionary expenses should be managed in a manner that ensures the 

best possible use of public money and aligns its policy with sound business and utility practice.  As a 

utility, it is recognized that circumstances may arise related to the exigencies of our operational 

environment and legal obligation to provide safe least cost electricity that may not align in every 

instance with government policy.  

 

Conflict of Interest  

1. Nalcor should ensure its conflict of interest policies, procedures, training and guidance documents are 

clear and comprehensive to make certain that conflict of interest considerations are incorporated into 

all relevant processes and to ensure employees, board members and embedded contractors know the 

protocols should they find themselves in a conflict of interest situation.  

 

2. Nalcor should ensure it manages and monitors conflict of interest procedures in a complete and 

timely manner to ensure the procedures are appropriately followed by employees, board members and 

embedded contractors.  

 

Response: Hydro agrees with the OAG’s recommendations regarding Conflict of Interest. 


