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Introduction and Overview 
 
1. The Utilities Consumers' Group (UCG) is a not-for-profit organization registered as a society in the 

Yukon since 1993.  UCG represents residential and small business ratepayers in regulatory 
proceedings, conducts research, makes submissions, communicates with active stakeholders, 
including government, and helps consumers with issues they have with utility service providers. 

 
2. It is UCG’s understanding that the purpose of the YUB’s review is to ensure that the revenue 

requirement to be recovered in electricity rates allows adequate, reliable and affordable supply, 
transmission and distribution of electricity in the Yukon.    While YEC was originally seeking 
approval of revenue requirements of $48.544 million and recovery of a revenue shortfall of $5.348 
million for 2017 and revenue requirements of $49.864 million and recovery of a revenue shortfall of 
$6.585 million for 2018 (a cumulative increase of 9.08% over current rates), YEC later updated 
these revenue requirements to request a cumulative 9.19% increase over current rates.  

 
3. The public review of YEC’s current General Rate Application has raised many important issues for 

current and longer term consideration including the difficulty that intervenors representing consumer 
interests have gaining access to adequate resources and fair treatment during the hearing process.  
What is not helpful (especially for ratepayers groups like the UCG that do not have ready access to 
legal consultants) is when YEC’s consultants always take it upon themselves during the oral 
hearing to add trivial and unhelpful information under the disguise of “just to be helpful”.  UCG does 
not find it at all useful to have YEC avoid providing responsive and succinct answers to questions 
being asked at the oral hearing by having its consultants simply add information to the record that is 
neither useful nor relevant to the questions being asked by the intervenor.  UCG found the 
consultant’s regurgitation of non-relevant history a waste of time during an expensive part of this 
application’s review. 

 
4. UCG is also concerned with the continued inability of YEC and ATCO Electric Yukon (AEY) to work 

together on a more comprehensive application and analysis of the cumulative impacts of their 
proposals and operations on electricity end-users.  This is all the more concerning given the 
recommendations and directions that the YUB has provided both YEC and AEY over the last few 
years in this regard.  UCG submits that what is needed in the Yukon is a coordinated effort protocol 
or regulatory partnership between the two utilities.  UCG is asking the YUB to take this opportunity 
to again provide specific direction to the utilities in this area.  

 
5. UCG submits that given that rates are set on a Yukon-wide basis, YEC and AEY should be required 

to file annual consolidated operating results so that comparisons can be made to the allowed costs 
of service and revenue recovery on a more timely basis.  UCG has repeatedly expressed our 
preference of the utilities working together on a comprehensive application and analysis of the 
cumulative impacts of their proposals and operations on end-users. 
 

6. UCG submits that the YUB should provide clear and specific directions to YEC with regards to the 
timing of general rates applications and specific repercussions if these directions are not followed 
by the utilities. 

 
7. UCG continues to be displeased with the lack of cooperation that YEC displayed during this 

proceeding with respect to providing requested information in a straight-forward and understandable 
way (i.e., the ongoing repetition and unnecessary elaboration on responses to questions during the 
oral hearing served only to confuse rather than inform).  UCG is also concerned with the information 
that it must continually request through the interrogatory process in every regulatory proceeding.  
UCG submits that it should not be necessary for intervenors to continually submit motions regarding 
incomplete responses to information requests and incur these additional costs.  Specific directions 
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from the YUB are necessary on this issue along with specific repercussions if these directions are 
not followed. 

 
8. UCG submits that one way to help control the costs of these regulatory proceedings is to have the 

YUB direct YEC (and AEY) to be more forthcoming with requested information and to agree to 
provide the information they reference rather than have intervenors search on their own and incur 
additional costs.  UCG submits that minimum filing requirements need to be established in the 
Yukon (as they are in all other jurisdictions) related to various types of applications to the YUB. 

 
 

Summary of UCG’s Primary Arguments 
 
9. As part of its decision in these proceedings, the YUB should make very specific directions to YEC 

(and AEY) with regards to the timing and content of general rates. 
 

10. Minimum filing requirements need to be established in the Yukon (as they are in all other 
jurisdictions) related to various types of applications to the YUB. 

 
11. YEC must be directed to change their budgeting and application processes to allow for reviews of 

their budgets and general rates applications in advance of the effective dates of the test years.  This 
is standard operating procedure in other jurisdictions in which utilities are just as busy if not busier 
than YEC. 

 
12. Submissions related to revenue requirement and rates approval in the Yukon should be a joint 

undertaking between YEC and AEY with input from government entities (e.g., the Energy Solutions 
Centre) as opposed to a process in which each entity undertakes its own application in separate 
years without regard for other stakeholders and each other. 

 
13. Once YEC’s 2017 and 2018 revenue requirements are established by the YUB, only existing base 

rates (without rate riders) should continue to be applied until the YUB makes a determination on 
cost allocation, rates and terms and conditions of service following the completion of a Phase 2 
review based on the allowed revenue requirements.   A variance account should be established to 
record the revenue surplus / deficit realized in 2017 and 2018 pending the results of a Phase 2 
review. 

 
14. Given the requirement for YEC to work with AEY to assemble cost of service and other Phase 2-

related evidence, UCG submits that any final adjustments to rates and charges applied to the bills 
of Yukon ratepayers should be deferred until after the Phase 2 evidence has been reviewed and the 
YUB has rendered a final decision. 

 
15. There should be no recovery of any foregone revenue from January 1, 2017 to the date on which 

the YUB approves rates following the compliance filing related to this application (i.e., subject to the 
YUB’s determinations on allowed revenue requirement, maximum revenue allowed to YEC should 
be revenues recovered through application of base rates and the interim rate rider during 2017 and 
2018).  While YEC will always refer to what the YUB is legislatively allowed to approve, UCG 
submits that delayed filings and reviews that are not completed until the test year is over need to be 
avoided through a penalty system.  If repeated behavior is not corrected, the regulatory system will 
deteriorate and be controlled by the utilities. 
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16. With respect to the Phase 2 application, UCG submits that a filing deadline should be established 
for some time in Q1 2019 so that fully informed rate design decisions can be made as close as 
possible to the December 31, 2018 expiry of the OIC constraint on rate design and implementation.  
UCG submits that the utilities should be directed to involve stakeholders in consultations as soon as 
practical so that the filing deadline does not start to slip and the review process is not unnecessarily 
extended. 

 
17. If the Phase 2 review indicates that the industrial rates established by the Yukon government do not 

recover the full cost of service for that class, then UCG submits that the Yukon government, not the 
non-industrial ratepayers, should be held liable for the revenue deficiency in the event that the 
preferred policy is to continue to charge industrial customers artificially lower rates.  UCG contends 
that the utilities’ franchise obligations to serve should not carry with it an implicit obligation on the 
part of ratepayers to subsidize service to industrial customers.  If the YUB stays firm in its decision 
that non-industrial ratepayers should not subsidize industrial customers, then UCG believes that this 
will force the Yukon government to finally take responsibility for its actions. 

 
18. If the current approach to forecasting and GRA development is continued, load forecasting for the 

15,000 or so non-industrial customers of electricity in the Yukon should be undertaken in a 
comprehensive way by YEC and AEY in full cooperation, not, as is currently the case, in a 
piecemeal and apparently inconsistent manner. 

 
19. As has already been determined by the YUB1, load forecasting and planning for load growth should 

account for the base, non-industrial load separately from the more transitory industrial load potential 
so as to protect longer term ratepayers from adverse rate impacts associated with capital spending 
made necessary for the purpose of meeting short term industrial loads. 

 
20. UCG's preference would be for the YUB to act progressively and evolve Yukon regulation to a 

performance-based style using the final numbers from the specific compliance filing from this GRA 
as the base rate setting point going forward. Proceeding with this reform will, however, require the 
YUB to remain cautious with respect to the escalated rate base from this proceeding.  

 
21. UCG is troubled with YEC’s forecasting methodologies.  As was noted by the City of Whitehorse’s 

consultant, the YUB must take note of the areas of systematic over-forecasting and adjust those 
portions of revenue requirement where it finds that YEC has a track record of inflating costs being 
recovered in rates.  AEY has also openly criticized the YEC forecasting models, especially with 
respect to the Diesel Contingency Fund (DCF) and the Energy Reconciliation Account (ERA). 

 
22. UCG recommends that the Diesel Contingency Fund be eliminated and YEC be directed to apply 

for rate adjustments when they and its shareholder believe that Yukon ratepayers should be asked 
to pay more when established budgets are being exceeded.  Any current DCF balance above the 
$8 million cap should be credited back to the 2017 and 2018 revenue requirements.  The $8 million 
balance should be kept in a contingency fund on behalf of ratepayers by YEC (including interest 
generated), but managed by the YUB. 

 
23. UCG recommends that the Energy Reconciliation Account be eliminated and YEC be directed to 

live within its budget and operating decisions. 
 

24. If it can be proven by YEC that, as they claim, ratepayers prefer these contingency reserves, then 
UCG submits that simpler, straight-forward and easier to track approaches must be tested. The 
biggest complaint UCG receives from ratepayers is the number of rate riders and add-ons to their 

                                                           
1 Order 2009-8 Reasons for Decision, page 9 
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bills (i.e., they do not understand the list upon list of changes in their bills). Most ratepayers are 
unaware that they are paying extra for these contingencies. 

 
25. For 2017 and 2018, given YEC’s history of over-forecasting, the YUB at the very least should direct 

YEC to reduce O&M costs per customer by 10% in each of the test years and establish a clear plan 
of actions that will reduce these escalating costs. 

 
26. YEC should not be granted any increase to property taxes for the test years given the lack of 

evidence indicating that assessments and the resulting property taxes will actually increase during 
the test period. 

 
27. The YUB should establish YEC’s capital structure with a 37% equity component with a related 

return on equity equal to the 8.0% for 2017 and 2018 established as the Alberta Utilities 
Commission Generic Cost of Capital benchmark. 

 
28. YEC should not be allowed to add capital cost overruns to rate base unless they can provide 

evidence that the cost overruns were prudently incurred given the approved scope of the projects.  
UCG submits that in most cases, an independent auditor will be required to determine which costs 
were prudent. 

 
29. With respect to the deferred costs that YEC is proposing to add to rate base in 2013 through 2018, 

UCG submits that there has been no evidence submitted that Yukon ratepayers have received or 
will receive any specific benefit from the costs incurred for this feasibility projects.  As is noted in 
more detail later in this argument, UCG is particularly concerned about the $13.9 million of deferred 
costs for feasibility studies, 2016 Resource Plan, DSM and other projects that YEC is proposing to 
add to rate base as at January 1, 2017 (which has an added impact of $15 million on the rate base 
for 2018) and YEC’s proposal to add approximately $6.3 million of earlier deferred overhaul costs 
(both hydro and diesel) into the PP&E capital works rate base as of January 1, 2017.  UCG submits 
that these costs should remain in WIP until an independent audit can determine their prudency and 
whether they should be expensed or capitalized. 

 
30. Any deferred study costs approved for recovery by the YUB should be removed from rate base and 

either amortized (if prudent) outside of rate base or rolled into a related capital asset. 
 

31. As UCG requested in earlier AEY proceedings, the YUB should consider the engagement of an 
independent expert to assist in the benchmarking of the cost components of YEC (and AEY) 
operations to appropriate comparators within North America.  The YUB and intervenors require this 
information to assess the performance of these utilities relative to industry standards and to assist in 
the important task of adjudicating the prudency of utility decision-making. 

 
32. UCG submits that a performance-based or incentive regulation mechanism should be considered 

following the completion of a Phase 2 review and there are several compelling reasons to do so.  It 
appears to UCG that there are considerable asymmetries in information between YEC, the YUB 
and intervenors that make it difficult to ensure that YEC (and AEY) are carrying on operations in an 
efficient manner.  A performance or incentive-based mechanism can alleviate the difficulty 
associated with that regulatory duty by incorporating a formula that provides both ratepayer 
protection together with a productivity dividend and a financial incentive on the part of the YEC to 
become more efficient.  As well, there should be a considerable reduction in regulatory costs (which 
are significant considering the size of the customer base) with a 5 or 10 year rate adjustment 
mechanism. 
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33. UCG submits that there has not been enough customer impact analysis placed on the record to fully 
inform the YUB what is happening to revenue-to-(true)-cost ratios nor the end user's bill. 

 
34. The YUB should recommend to the Yukon government that all significant capital projects should be 

designated by the Yukon government as regulated projects pursuant to Part 3 of the Public Utilities 
Act (or by equivalent government order for review) so that they can be individually reviewed by the 
YUB and stakeholders prior to significant investment and construction.  In the case of large, time 
sensitive projects, an ongoing audit process should be implemented to ensure project transparency 
and to provide ongoing approval as the project develops, while allowing the project to proceed 
without undue delay. 

 
35. While it is understandable that YEC will need to spend some money on project feasibility to properly 

define capital projects, any money spent should be held with all other project management costs in 
a deferral account.  Due to the fact that YEC has spent vast amounts of money on far too many 
projects in the past, only upon further examination by the YUB and its approval should YEC move to 
next stages for all larger projects or accumulated projects such as the Aishihik facility (i.e., greater 
than $100,000), subject to conditions pre-set by the YUB. 

 
36. YEC’s reliability performance measures should undergo a review by the YUB to determine if YEC is 

actually improving reliability and reducing line losses as a result of money being spent on system 
improvements. 

 
37. YEC should be directed to not only address bill mitigation but to develop and implement a policy in 

this regard. 
 

General Comments 
 
38. On June 22, 2017, YEC submitted an application to the YUB requesting approval of forecast 

revenue requirements for 2017 and 2018 as well as approval of an interim refundable rate rider 
effective September 1, 2017.  Beyond approval of its revenue requirements for 2017 and 2018, 
YEC is also seeking recovery for any revenue shortfall arising in 2017 from rates charged its 
customers up to the date of the approval of the revenue requirement. 
 

39. UCG notes that YEC waited until nearly 6 months of 2017 had passed before submitting an 
application to the YUB to approve a 2017 revenue requirement.  YEC also requested an interim rate 
adjustment be approved for implementation within 10 weeks of its application. 
 

40. UCG submits that this is not a standard approach for a public utility in most Canadian jurisdictions 
from a regulatory perspective.  Given the ongoing financial monitoring and shareholder reporting 
conducted by every utility, it is obvious that YEC either knew well in advance of its application date 
that it wanted to apply for an increase in rates or its internal processes are in need of review and 
revision. 

 
41. According to YEC witnesses during the oral hearing, YEC prepared its business plan in accordance 

with its “normal process” which typically runs through the fall period.  YEC did not specify exactly 
when it received internal approval of its business plan but witnesses indicated that once YEC got to 
the business plan approval stage in December 2016, they recognized that there would be a 
requirement for an increase in rates and began preparation of its general rates application.2 

 
                                                           
2 Transcript, Volume 1 – June 26, 2018, page 81 
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42. For some unknown reason, YEC’s Board of Directors was not briefed regarding the filing of a 
general rates application until February 2017 after which the GRA documentation was completed.3  
UCG does not understand why it would take until December 2016 to determine that a rate increase 
was going to be required and another 2 months before the Board of Directors would be informed.  If 
it takes nearly a year for YEC to develop a business plan and get around to submitting a related 
general rates application, then it is time for YEC to revamp its planning process in order to have a 
better idea on what is happening with its operations which directly impacts ratepayers. 

 
43. While YEC claims that the size of the general rate application is at fault for delaying its submission 

until June 22, 20174, UCG submits that the reliance on outsourced consultants instead of 
developing in-house expertise is a significant contributor to the delay and the extraordinary costs of 
these applications. 

 
44. While YEC will always refer to what the YUB is legislatively allowed to approve, UCG submits that 

delayed filings and reviews that are not completed until the test year is over need to be avoided 
through a penalty system.  If repeated behavior is not corrected, the regulatory system will 
deteriorate and be controlled by the utilities. 

 
45. When questioned at the oral hearing about the rationale for general rate applications being delayed 

and resulting in inter-generational inequities, YEC’s witness stated that “there's always a balancing 
between trying to be fair to ratepayers over time and intergenerational equity” and that the utility will 
“choose smoothness over inter-generational equity”.5 
 

46. UCG submits that general rate applications being submitted well into the test year is a real concern 
that needs to be addressed.  These delayed applications have become the status quo for both YEC 
and AEY and this puts Yukon ratepayers at a disadvantage since they are making energy use 
decisions and investments without knowing what will happen with interim rates that have also 
become the norm with these delayed applications. UCG submits that the YUB must follow the lead 
of regulators in other jurisdictions and start making the ratepayer a priority. 
 

47. YEC submitted in its application that interim refundable rate orders provide necessary flexibility to 
accommodate regulatory lag between the GRA filing date and the date of the final YUB order in the 
matter.  UCG understands the intent of interim rates is to mitigate the revenue loss to the utility 
during the lag period but UCG finds it ironic that interim rates, which mitigate only revenue loss 
during the alleged lag period and consequently increase the period of lag by reducing the incentive 
for expediting rate proceedings, have received general acceptance in the Yukon. 
 

48. UCG submits that the YUB’s mandate for “just and reasonable rates” should be focused on the 
need to protect customers of regulated utilities from excessive bill impacts and not the perceived 
guaranteed right of those utilities to earn a return on their capital.  Although interim rates are 
refundable, they are equivalent to “forced loans” from customers. 

 
49. Section 63 of the Public Utilities Act states that the YUB may “make any interim orders on 

appropriate terms that it may consider necessary to facilitate its inquiry or to prevent serious harm 
occurring before its decision”. (emphasis added)  UCG submits that the immediate impact on 
ratepayers must be considered given the combined impact of YEC and AEY rate increases resulting 
in obvious rate shock and affordability issues for Yukon ratepayers. 

 

                                                           
3 UCG -YEC-1-1 
4 Transcript, Volume 1 – June 26, 2018, page 81 
5 Transcript, Volume 1 – June 26, 2018, pages 82 and 83 
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50. Given the YUB’s consistent rulings allowing interim rates as proposed by utilities, the burdens of 
regulatory lag have been largely shifted to consumers through the allowance of interim rates which 
UCG submits are immune from either administrative or judicial review for reasonableness. 

 
51. The revenue requirement and, in turn, rates are supposed to be set prospectively in order to 

attempt to match the costs that are embedded in the rates with the time period in which the rates 
are in effect. Conceptually, prices are intended to reflect the costs of the utility at the time service is 
provided.  YEC has previously indicated that it subscribes to the concept of “cost causation” and 
that customers that are responsible for the costs would be responsible for paying for those costs.  
There was no testimony in the current proceeding to counter that position. 

 
52. UCG submits that it is important that rate signals be sent to customers in a timely fashion to allow 

them to take whatever measures may be possible to respond to changes in rates. 
 

53. The practice of limiting retroactive recovery of revenue requirement from a period predating the 
regulated companies rate application or subsequent rate order has been considered by Canadian 
tribunals and courts.  The 1978 Supreme Court of Canada  Decision in  P.U.B. v. City of 
Edmonton6,  set out in the judgment of Estey, J. , the standard approach to the setting of rates on a 
prospective basis applicable to the Gas Utilities Act of Alberta: 
 

“The statutory pattern is founded upon the concept of the establishment of rates in futuro for the 
recovery of the total forecast revenue requirement of the utility as determined by the Board. The 
establishment of the rates is thus a matching process whereby forecast revenues under the 
proposed rates will match the total revenue requirement of the utility.  It is clear from many 
provisions of The Gas Utilities Act that the Board must act prospectively and may not award 
rates which will recover expenses incurred in the past and not recovered under rates 
established for past periods”.7  

 
54. In this current proceeding, YEC wishes to rely on Section 29 of the Public Utilities Act8 to allow 

consideration of revenues and costs throughout the financial year in a way that allows the YUB to 
give effect to an excess or deficiency if just and reasonable to do so9.  The YUB may also consider 
the matter of undue delay in making such decision10. 
 

55. UCG submits that it is essential that the language of the statute here be examined.  Section 29 of 
the Public Utilities Act states the grounds for an exception not the grounds for a rule.  It clearly does 
not provide a pass for all late applications given the passage associated with undue delay. 

 
56. There is little to commend the approach of YEC in relation to the timing of this application.  YEC 

seems heedless of the ratemaking principles challenged by the retroactivity, and the effect of 
seeking recovery of any deficiency in revenue requirement after the expenses have occurred and 
ratepayers have made decisions on how and when to use electricity based at least in part on the 
rates in effect at the time.  In essence, YEC is submitting that it is more convenient to adequately 
assemble a rate application out of time than within the required time frame, and the fact that the 
YUB always lets YEC file its rate applications well into the test year.   

 

                                                           
6 [1979] 1 S.C.R. 684 
7 Ibid at p. 690 
8 Revised Statutes of the Yukon, 2002, c. 186 
9 Ibid, sec. 29(b) 
10 Ibid, sec. 29(c) 
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57. UCG submits that any claimed regulatory efficiencies achieved by delaying filings to the YUB are 
more than offset by additional costs incurred by intervenors and the YUB and the unstable impacts 
on the bills of ratepayers. 

 
58. The YUB need only look at the advantage that YEC has been given to submit an application in June 

2017 with one set of revenue requirement numbers ($48.544 million in 2017 and $49.864 million in 
2018) and then submit another set of increased revenue requirements numbers ($49.034 million for 
2017 and $50.367 million for 2018) in response to an IR after more actual costs have been realized.  
UCG questions why YEC cannot be held to spending at an approved budget level that has been set 
prior to the start of its operating year as most companies are required to do on a regular basis. 

 
59. UCG submits that once a 2017 revenue requirement is determined, YEC should, at a maximum, 

only be allowed recovery of revenue that was realized through application of existing base rates and 
the interim rate rider during 2017.  UCG submits that making new rates effective January 1, 2017 
would constitute a form of rate retroactivity that would be an unreasonable burden on Yukon 
ratepayers who could not know the cost of their electricity use decisions prior to the YUB making a 
final decision on this application.  UCG submits that this would be a strong message by the YUB 
that rate applications submitted mid-way through a test year will no longer be accepted as the norm. 

 
 

Public Interest 
 

60. During the oral hearing, YEC testified that while the use of generally accepted, normal regulatory 
principles in Canada is enshrined in the OIC that governs how they do business, public interest is 
not part of that mandate.11  UCG disputes YEC’s position regarding the influence that public interest 
must have on its operations and the regulation of its operations. 
 

61. In UCG’s view, the public interest is a balancing of competing interests that must be weighed in light 
of the specific circumstances and facts.  The public interest can be satisfied without improving the 
economic or general welfare of every member of society. 

 
62. The YUB was created by an act of the Yukon legislature and therefore it follows that in determining 

the public interest, the YUB must consider the interests of the Yukon amongst others.  Public 
interest and public convenience are referenced several times within the Public Utilities Act which 
governs the YUB and, in turn, YEC.  The YUB must exercise judgment as to the specific values of 
conflicting interests and must decide whether the public interest would be done any disservice in the 
event that the particular proposal was or was not approved. 

 
63. UCG submits that it would not be logical that YEC would not weigh the various benefits of a 

proposal against the various disadvantages and come to a conclusion as to whether there is an 
overall benefit or detriment to the public interest or if there is no overall effect on the public interest.  
To believe that the public interest is not an intrinsic component of its mandate is a disturbing 
revelation on YEC’s part. 

 
64. UCG submits that YEC should be directed to ensure that all proposals and applications submitted to 

the YUB include detailed explanations of how the public interest is being served. 
 

 
  

                                                           
11 Transcript, Volume 1 – June 26, 2018, page 86 
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Lack of Consultation 
 
65. YEC confirmed during this proceeding that most of its consultation related to this current application 

was based on a blend of contacts that arise out of the ordinary course of business (e.g., customers 
coming into the office for additional services, etc.) as well as special meetings or discussions that 
were convened for the purpose of discussing particular items with stakeholders or other groups 
(e.g., consultants, the Yukon government, etc.). 
 

66. UCG submits that YEC did not conduct stakeholder consultations with ratepayers, municipalities 
and other interested parties on the contents of its general rates application prior to filing including 
proposals related to new policies contained within the application because it has not been a practice 
in the Yukon for either utility to initiate comprehensive, end-user consultation and engagement prior 
to filing an application with the YUB. 
 

67. UCG submits that YEC’s evidence and testimony confirms that they do not understand the concept 
of stakeholder engagement.  YEC’s position is that there is no need to discuss issues to be 
addressed in a GRA prior to it being filed with the YUB. 

 
68. While YEC’s approach to its regulation does not surprise UCG, it ignores the fact that consultations 

are an important part of regulatory evolution and appears to require firm direction to the utilities from 
the YUB to meaningfully consult affected stakeholders prior to submitting applications to the 
regulator.  Given the widespread acceptance in other jurisdictions of stakeholder consultations as 
applications are being developed, UCG submits that this is a normal principle to apply to the 
Yukon’s regulatory processes. 

 
69. For the future, UCG submits that submissions related to revenue requirement and rates approval in 

the Yukon should be joint undertakings between YEC and AEY with input from government entities 
(e.g., the Energy Solutions Centre) and end-use stakeholders as opposed to a process that each 
entity undertakes on its own without regard for others.  The timing of these submissions should be 
in advance of the test years for which they apply. 

 
 

System Sales and Revenues 
 
System Sales 
 
70. In its application, YEC forecasts the total sales in 2017 to increase by 3.1% (to 397,859 MWh) when 

compared to 2016 actual (385,865 MWh) and then increase by another 0.2% in 2018 (to 398,582 
MWh)12.  This includes a 1.4% increase in total firm sales in 2017. 
 

71. In September 2017, the response to YUB-YEC-1-3 provided a revised sales forecast to reflect the 
AEY Compliance Firm Wholesale forecast for 2017.  Total sales in 2017 increased to 403,093 MWh 
(4.5% above 2016 actual) and the 2018 sales forecast was increased to 403,816 MWh (4.7% above 
2016 actual). 

 
72. In April 2018, YEC again changed its sales forecast in response to CW-2-1 based on “preliminary 

actuals”.  It is not clear if the 403,093 MWh forecast for 2017 sales is an actual or not (i.e., no 
change from the September 2017 revised forecast).  However, the 2018 sales forecast has now 

                                                           
12 Application, Table 2.1 
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jumped to 421,567 MWh (9.3% higher than 2016 actual and 4.6% higher than the revised 2017 
sales forecast). 
 

73. At the start of the oral hearing of this application, YEC’s President stated that the Yukon economy is 
entering a strong period of growth, driven by a rebound in the resource sector and the construction 
of various infrastructure assets so YEC expects that growth in its grid load will rebound driven by 
both growth in wholesales and the connection of a prospective mine (the Eagle mine by Victoria 
Gold).13 

 
74. Based on the data provided in the application, YEC has consistently realized sales that were below 

the amounts approved for rate setting purposes but have continued to incur costs consistent with 
the higher sales forecast.  UCG submits that this is in part due to YEC’s forecasting methodology as 
well as under-estimating the impact of weather, the economy and DSM initiatives.  When it under-
achieves on its sales forecast, YEC has a practice of coming cap-in-hand for a rate increase to 
bolster its revenues and achieve the return it feels that it is entitled to from its investments. 

 
75. UCG has concerns that YEC’s current sales forecast (calculated retrospectively, but utilized 

prospectively) can have a significant impact on energy prices paid by Yukon ratepayers.  The 
weather normalization process may have a big impact on the determination of test year sales used 
in a rate proceeding because electricity service and revenues are weather-dependent.  At the very 
least, YEC should have sought more input from stakeholders and other utilities on forecasts that 
may be more representative of climate normals and current climate trends. 

 
76. UCG has even greater concerns with YEC’s forecasting of hydro and thermal generation (as 

outlined later in this argument). 
 

77. YEC openly acknowledges that there is a significant uncertainty created by changing plans of 
industrial customers14, which leads to the conclusion that YEC continues to make the same error of 
continually applying the sales growth (reduction) rates experienced over the previous time periods 
to derive the weather-normalized use per customer forecast for the 2017 and 2018 test years.  UCG 
submits that the uncertainty of the longer-term impacts of DSM efforts and the ripple effect of an 
economy that is still struggling will have a greater impact on YEC’s sales levels. 

 
78. This ongoing uncertainty also raises the question of why YEC is not pursuing the installation of on-

site generation for these interim mining loads rather than spending millions of ratepayers dollars on 
system expansion and reinforcement to cater to companies that just want to make their money 
quickly and move out of the Yukon.  UCG submits that onsite generation combined with guaranteed 
upfront payment by these industrial loads for current and future costs would protect the interests of 
other Yukon ratepayers. 

 
79. UCG submits that the YUB must satisfy itself that YEC has used an appropriate industry standard 

methodology to assess energy requirements.  The most significant factor for the Yukon is the lack 
of economies of scale.  UCG submits that YEC must also do more extensive customer engagement 
to ensure that a more realistic picture is identified of the energy use plans of all customer types. 

 
80. Regarding line losses, YEC’s President testified that while YEC’s rates have been set assuming 

8.8% losses, actual losses have fluctuated (7.59% in 2014, 9.81% in 2015)15.  These losses 

                                                           
13 Transcript, Volume 1 – June 26, 2018, page 16 
14 Transcript, Volume 1 – June 26, 2018, page 36 
15 Transcript, Volume 2 – June 27, 2018, page 224 
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numbers conflict with the numbers provided in the application (Table 2-2) and in YEC’s response to 
YUB-YEC-1-60 (8.8% in 2012, 9.0% in 2013, 7.5% in 2014, 10.0% in 2015 and 8.3% in 2016). 

 
81. As is noted later in this submission, UCG is concerned that YEC’s spending patterns are not 

matching the sales anticipated in 2017 and 2018.  YEC’s large capital and operating costs of 
providing electricity are spread across vast distances to a small population base. 

 
 

82. To the extent that industrial and/or larger commercial loads make up part of YEC’s load 
requirement, UCG submits that the needs of those loads must necessarily be treated separate and 
apart from YEC’s non-industrial load.  UCG submits that utility revenue volatility created by transient 
industrial loads in the Yukon is a significant issue and this message should be conveyed by the 
YUB to YEC and the Yukon government. 

 

YUB Directions re Load Forecasts 
 
83. In its January 15, 2007 Report to Executive Commissioner regarding YEC’s 20-Year Resource 

Plan, the YUB stated the following: 
 
“In order to properly test the veracity of the load forecasts and to assist in the testing of adjustments 
to revenue requirements, the Board suggests that YEC and YECL jointly prepare and file, for 
information purposes, 2-, 5-, 10-, and 15-year load forecasts by rate class every two years.  For rate 
design and cost-of-service purposes, applications cannot properly proceed without load forecasts, 
jointly prepared by YEC and YECL, documented at the rate-class level. With YECL providing 
distribution service to most Yukon residential and commercial customers, YECL input in use 
patterns and customer growth is essential. The utilities are to solicit input from stakeholders and 
document within the forecasts all assumptions and consultations used in developing these 
forecasts.  Further, the forecasts should include a narrative discussing the sensitivity of the forecast 
to alternative fuel supplies (for example, growth in home heating options) and the probabilities of 
those alternatives proceeding).”16 
 

84. UCG is not aware of any joint submissions by YEC and AEY regarding 2-, 5-, 10-, and 15-year load 
forecasts by rate class.  If the YUB felt that these types of load forecasts are needed to properly test 
the load forecasts used to develop YEC’s 2017 and 2018 revenue requirements, UCG questions 
how YEC’s current load forecast can be properly reviewed and validated by the YUB and 
intervenors. 
 

85. Further to the note above about the lack of consultation on the current application and as 
referenced in the quotation above from the January 2007 Resource Plan Report, the YUB itself is 
on record saying that the input from stakeholders is required in order to develop a realistic load 
forecast.  UCG has no record of YEC (or AEY) asking for non-industrial ratepayer input on a load 
forecast. 

 
86. If the YUB believes that certain information and consultations are required, UCG wonders why the 

YUB has not made that clear during the reviews of the General Rate Applications that both utilities 
have put before the YUB since the January 2007 Report on YEC’s Resource Plan.  If the YUB is not 
prepared to stand by its positions regarding what information is needed to properly review an 
application, then the utilities and the Yukon government will continue to control the regulatory 
process instead of the independent regulator. 

                                                           
16 YUB Report to Executive Commissioner - YEC’s 20-Year Resource Plan, January 15, 2007, page 5 



YEC 2017-2018 GRA – UCG Argument (August 9, 2018) Page 14 
 

Secondary Sales 
 
87. In its 2012/2013 GRA, YEC did not forecast any secondary sales.  The YUB denied YEC’s proposal 

to credit any actual secondary sales revenue directly to the Diesel Contingency Fund and directed 
YEC to forecast, manage and account for secondary sales (if there are any) as part of its energy 
sales.17 
 

88. Since the last GRA, YEC has realized annual secondary sales from 2013 to 2016 that have ranged 
between 3,959 MWh and 7,030 MWh with revenues as follows: $0.275 million in 2013; $0.410 
million (5.8 GWh) in 2014; $0.544 million in 2015; $0.371 million in 2016. Secondary sales are 
forecast at 11.464 GWh/year in 2017 and 2018, with revenues forecast (at lower rates now 
applicable) at $0.642 million per year.18 

 
89. YEC is forecasting that sales of secondary energy will dramatically increase in 2017 and 2018 by 

73% over 2016 ($642,000 vs. $371,000 and 11,464 MWh).  While this may be a Phase 2 issue, 
UCG is concerned that retail secondary sales customers are only paying an average of 6.63 cents 
per kWh in 2017 and 7.63 cents per kWh in 2018 while firm residential customers are paying an 
average of 13.35 cents per kWh in 2017 and 15.04 cents per kWh in 2018.19 
 

90. UCG submits that commercial customers that are able to take advantage of the secondary sales 
program are being given an unfair advantage over their competitors.  UCG submits that the YUB 
should direct YEC to provide an evaluation of the customers that are taking advantage of larger 
amounts of secondary sales to ensure that all customers are being treated fairly and that everything 
is being done to ensure that benefits of the secondary sales program are being optimized for all 
Yukon ratepayers. 

 
91. UCG submits that it is not enough to simply use information from YEC for the determination of the 

secondary sales forecast.  YEC must ensure that it understands and explains to the YUB how this 
forecast is derived and what impact it has on other customers.  UCG submits that YEC has not 
provided enough of this detail in order to justify the forecast included in the application, especially 
given actual secondary sales only amounted to 8,385 MWh in 201720 which is a substantial 27% 
lower than the 11,464 MWh forecast for 2017 that was submitted in June 2017. 

 
 
Revenues vs. Revenue Requirements 

 
92. In its original application dated June 22, 2017, YEC forecasted that its total revenue requirement 

was $48.544 million in 2017 and $49.864 million in 2018.21 This was an increase of 14.9% from the 
budget allowed for 201322 to 2017 and 18.0% from 2013 to 2018. 
 

93. This total revenue requirement was increased to $49.034 million for 2017 and $50.367 million for 
2018 in response to YUB-YEC-1-3 dated September 22, 2017.  This now represented an increase 
of 16.0% from 2013 to 2017 and 19.2% from 2013 to 2018. 

 

                                                           
17 Order 2013-01 - Reasons for Decision, page 12 
18 Application, page 1-4 
19 UCG -YEC-1-3, Table 1-2 
20 CW-YEC-2-1 
21 Application, page 3 and Schedule 5 at page 7-9 
22 $42,686,000 in Schedule 5 at page 7-9 
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94. According to the Yukon Bureau of Statistics, the annual changes in the Consumer Price Index (CPI) 
for Whitehorse between 2013 and 2017 were 1.3% in 2014, -0.2% in 2015, 1.0% in 2016 and 1.7% 
in 2017.23  This means that between 2013 and 2017, the CPI only increased 3.8% versus the 16% 
that YEC has proposed increasing its 2017 revenue requirements. 

 
95. UCG submits that trying to establish exactly what YEC’s revenue requirement and forecast 

revenues will be or have been for 2017 and 2018 has been like nailing Jell-O to a tree.  UCG 
submits that it appears as though YEC would over-recover its forecast 2017 revenue requirements 
of $49.034 million if they are allowed to recover the full amount of their forecasted revenue shortfall. 
 

96. In its original application, YEC forecasted that its total sales revenues (excluding revenues from 
other sources) were $42.943 million in 2017 and $43.026 million in 2018.24   Forecasted sales 
revenues were increased to $43.461 million for 2017 and $43.543 million for 2018 in September 
201725 and increased again to $47.017 for 2017 and $43.543 million for 2018 in April 201826.  

 
97. In its application, YEC states that its 2017 revenue shortfall is $5.348 million27.  In response to 

UCG-YEC-2-3(b and c) dated April 6, 2018, YEC states the forecast revenue shortfalls in its 
Application have not been reduced. 

 
98. In response to UCG-YEC-2-42, YEC provided its unaudited 2017 Financial Statements which 

indicated that total revenues in 2017 were $49.723 million and total sales revenues in 2017 were 
$48.789 million.28 

 
99. In response to transcript undertaking #16 dated July 13, 2018, YEC states that total 2017 revenue 

at existing pre-GRA rates is $46.314 million.  YEC also states that it recovered $931,000 through 
Interim Rider J (16.51% for retail firm rates and 12.86% for industrial firm rates effective September 
1, 2017) during 2017 and it had accrued another $4.319 million in 2017 to reflect GRA applied for 
rates.  This adds up to $5.25 million expected to be recovered through Rider J or $98,000 less than 
its forecasted revenue shortfall for 2017. 

 
100. The moving target with respect to 2017 sales revenue has moved from $42.943 million to 

$43.461 million to $47.017 million to $48.789 million and back down to $47.245 million.  
Understandably, UCG is having difficulty trying to determine exactly what YEC’s 2017 sales 
revenues were given the hodgepodge of numbers that YEC has put on the record of this 
proceeding. 

 
101. If we use the numbers provided in April 2018 in response to transcript undertaking #16, then 

YEC has recovered $46.314 million at existing rates and has applied to recover another $5.25 
million through Rider J.  This would result in YEC recovering $51.564 million or $2.53 million more 
than its latest revised 2017 proposed revenue requirement of $49.034 million.  UCG does not 
consider this access to excess revenue recoveries as just and reasonable. 

 
102. UCG submits that there are ongoing concerns with the significant changes in revenues and 

revenue requirements identified in various parts of the record for 2017 and 2018.  While YEC claims 
that they have cost control measures in place, the evidence indicates that the key drivers of 

                                                           
23 http://www.eco.gov.yk.ca/stats/pdf/2017CPIAnnual.pdf 
24 Application, Table 2.1, page 2-17 
25 YUB-YEC-1-3 - Revised Table 2.1, September 22, 2017 
26 UCG-YEC-2-18 - Revised Table 2.1, April 6, 2018 
27 Application, page 3 
28 UCG-YEC-2-42, Attachment 1, page A-5 and page A-34 

http://www.eco.gov.yk.ca/stats/pdf/2017CPIAnnual.pdf
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revenue requirement increases ae not being controlled at all.  UCG submits that the major factors 
driving revenue requirement increases between 2013 and 201729 should be carefully reviewed by 
the YUB since they are all being driven by YEC management decisions that do not improve the 
operational efficiency of YEC at all. 

 
103.  UCG submits that ongoing cost control continues to be a problem for YEC and the regulatory 

tools as presently applied are proving insufficient to encourage YEC to follow up on YUB 
recommendations in this regard.  The levels of non-fuel O&M, administration costs and asset-
related costs (interest, depreciation and amortization) are escalating at levels that the YUB must 
consider as unsustainable and unaffordable for Yukon ratepayers.  Ratepayers are being left 
unprotected due to depleted rate stabilizing reserves and allowing requested increases in rates 
simply reaffirms YEC’s expenditure patterns. 

 
104. The massive level of capital investment in the past number years places an enormous amount 

of stress on rate base-related costs that ratepayers will have to pay long into the future. 
 
 

Fuel Costs, the YECSIM Model and the DCF 
 
105. YEC’s applied to recover fuel and purchased power costs of $2.381 million and $2.407 million in 

2017 and 2018 respectively, as well as approval to adjust diesel prices used in setting fuel costs to 
reflect current forecast conditions. 
 

106. According to YEC, expected thermal generation for any calendar year is determined using a 
table derived from the power benefits simulation model (YECSIM model) as was used in YEC’s 
2012/2013 General Rate Application.30   

 
107. The YECSIM model was developed in 2007 by KGS Group Consulting Engineers based in 

Winnipeg, Manitoba at a cost of $370,000.31  YEC was not able to provide details of the internal and 
external costs that have been incurred since 2008 to keep the YECSIM model updated although 
they estimated that the externally-related costs were less than $50,000.32  UCG finds it disturbing 
that if external consultants are hired by YEC pursuant to their procurement guidelines, YEC is not 
able to provide details of what costs have been incurred for specific projects.  UCG submits that this 
is not being transparent and accountable when ratepayers are being asked to simply pay rates to 
cover a lump sum of costs when there is no detail available for the YUB and other interested parties 
to review the specifics of these expenditures. 

 
108. UCG submits that none of the externally-related costs of YECSIM upkeep should be recovered 

in rates until details are provided on how these contracts were awarded and on what work was 
actually done by consultants that could not be done internally. 

 
109. While YEC has changed the YECSIM model to use 35 years of historic inflows instead of 28, 

this number appears to be randomly associated with the number of years (1981 to 2015) for which 
relevant water data was available when YECSIM was run for the current GRA forecasts.  YEC does 
not consider 35 years to be “optimal” number for its forecasts33 nor does YEC provide any evidence 

                                                           
29 YUB-YEC-1-5(b) 
30 Application, page 3-25 
31 AEY-YEC-2-4(f) 
32 Transcript, Volume 2 – June 27, 2018, page 220 
33 UCG-YEC-2-8 
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to more fully support the number of years chosen that is supposed to optimize the resulting 
forecast.  It is not clear from YEC’s evidence whether the forecasts used in the current GRA have 
been significantly impacted by climate change impacts that have evolved in more recent years.  
Climate changes are related to air temperature, relative humidity, wind speed and precipitation level 
(among other variables) which have a significant effect on short-term and medium term electricity 
demand. 

 
110. Despite the lack of clarity of YEC’s evidence and the questions asked about the YECSIM during 

the interrogatory process, UCG submits that it didn’t help the YUB’s deliberations to have YEC 
witnesses testify that they were not experts on YECSIM.34  UCG submits that the lack of subject 
experts at the hearing hampered all parties from gaining a better understanding of the YECSIM.  

 
111. While there is a significant red flag raised from the disclaimer by the KGS group that there is “no 

assurance that every conceivable aspect of the  YECSIM model has been verified under all possible 
applications", UCG is also troubled by the ongoing issues of not being able to automatically 
separate diesel and LNG thermal generation, to adequately assess the value of uprates to existing 
hydro plants and changes to the storage reservoirs, to incorporate operational decisions and 
corporate efficiencies/inefficiencies, the lack of internal expertise to address all model changes and 
issues, and the possibility of human error with respect to manual data input. 

 
112. It is UCG’s understanding that any deviation between the expected thermal generation costs at 

long-term average (LTA) availability and actual thermal generation costs (at approved GRA fuel 
prices) are attributed to the Diesel Contingency Fund (DCF).35  UCG submits that this sets off alarm 
bells regarding the operation of the DCF. 

 
113. According to YEC, the structure of the YECSIM model was custom-made by KGS Group to take 

into account all significant factors that affect the operation of the YEC power system including 
complex rules of operation and regulatory demands on YEC.36 

 
114. UCG submits that the YECSIM model and the continued updating of forecasting models have 

proven to be very costly for Yukon ratepayers and there continues to be a lack of evidence that 
clearly shows that these models provide accurate forecasts for rate setting purposes. 

 
115. The biggest problem that UCG has with the YECSIM model is the lack of retrospective 

verification (i.e., comparing actual results with forecasts made using the model).  It does not make 
any sense to UCG that any model would be used that does not allow for a comparison to actual 
results to determine accuracy and determine whether model upgrades and improvements are 
required, especially when a specific run of this model is being used to establish rates for a specific 
year.  It is not clear how the YUB can approve the continued use of the YECSIM model if there 
cannot be a comparison of actual results to the output of the YECSIM model and other comparable 
models. 

 
116. It was confusing that while the witnesses of YEC testified that the results of the YECSIM model 

cannot be tested against actual results, YEC’s President testified that there are management 
checks in place to review YECSIM model outputs and test them37.  Inconsistent testimony and lack 
of evidence serves only to muddy any perceived benefit of continuing to use the YECSIM model. 

 

                                                           
34 Transcript, Volume 1 – June 26, 2018, page 88 (lines 3-6) and page 95 (lines 10-16) 
35 Application, page 3-25 
36 YEC response to AEY-YEC-1-1(b), ERA Part 1 Application 
37 Transcript, Volume 1 – June 26, 2018, page 105 



YEC 2017-2018 GRA – UCG Argument (August 9, 2018) Page 18 
 

117. In its 2012/2013 GRA, YEC used the YECSIM model to originally forecast significant long-term 
average diesel generation levels of 11.5 GWh in 2012 and 18.2 GWh in 201338.  These levels were 
found to be unreasonable during the course of the YUB review and ultimately lowered to 7.9 GWh 
in 2012 and 11.0 GWh in 201339.  This compares to actual diesel generation levels of 3.1 GWh in 
201240 and 1.9 GWh in 201341.  These are significant discrepancies from the YECSIM-based 
forecasts and results in excessive diesel generation costs being included in rates that were never 
realized.  UCG submits that this supports the need to compare actual results with forecasts created 
using the YECSIM. 

 
118. UCG is concerned about the recommendations made by the InterGroup consultant related to 

the YECSIM model.  First, Mr. Osler testifies that InterGroup doesn’t do nor do they have the 
expertise to use or evaluate hydroelectric models.42  Mr. Osler then makes the declaration that he is 
“personally satisfied” that the YECSIM model is consistent with models that have been determined 
to be reasonable to use in other jurisdiction.43  A declaration such as this carries absolutely no 
weight when it comes to determining the value of continuing to use the YECSIM model but does 
help to illustrate the fact that outsourced consultants believe that they can qualify themselves to be 
experts in areas in which they have no expertise.  UCG submits that this only confuses fact and 
fiction being used to influence the position and determinations of the YUB. 

 
119. UCG notes that, despite the fact that InterGroup does not have any expertise to use or evaluate 

hydroelectric models such as YECSIM, two of their staff attended the February 2018 workshop in 
person (while others attended by the cheaper video conference alternative) used to explain the 
workings of the YECSIM model to intervenors.  UCG submits that this is another example where 
sole-sourced consultants are being paid to simply occupy chairs rather than add to the education of 
the YUB and intervenors. 

 
120. While YEC is convinced that the YECSIM model is the best tool for making predictions of 

system performance, there is no evidence showing that forecasts made using the YECSIM model 
are accurate nor is there any evidence that there aren’t other forecast models available that 
produce results that can be tested. 

 
121. UCG notes that YEC has not followed directions from the YUB in Order 2015-01 and Order 

2015-06 to provide the YECSIM model and its results for testing by intervenors and the YUB.  
YEC’s excuse is that “the YECSIM model is a computer program that consists of thousands of lines 
of computer code that are, for all the practical purposes, a translation of the constraints, processes 
and rules into a language that computers can understand”.44  YEC has determined that the YUB 
and intervenors are not sophisticated enough to hire the required expertise to test whether the 
YECSIM model operates as intended and determine whether modifications should be made to 
improve the accuracy of its results.  UCG considers this to be a refusal to adhere to direction of the 
YUB and another demonstration of YEC’s ability to keep pertinent information off the public record. 

 
122. As the YUB has previously determined, if YEC is to continue to use the YECSIM model for 

forecasting, it has to make the model and its results available for testing by an independent expert 
because as a public utility its forecasts and rates proposals that are based on its forecasts are 

                                                           
38 2012/2013 GRA, page 2-12 
39 YEC Compliance Filing, June 20, 2013, page 1-4 
40 John Maissan-YEC-1-12 
41 Application, Table 2.2 and John Maissan-YEC-1-12 
42 Transcript, Volume 1 – June 26, 2018, pages 95-99 
43 Transcript, Volume 1 – June 26, 2018, page 97 
44 UCG-YEC-2-11 
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subject to testing by interveners and the YUB.  Providing forecasts which can be tested is essential 
in setting rates.45 

 
123. There doesn’t actually appear to be any difference to YEC to using a short-term forecast or a 

long-term average forecast as long as there is consistency with forecast and year-end 
reconciliations.  However, the forecast revenue shortfalls would be reduced by $2.03 million and 
$0.7 million in 2017 and 2018 respectively as a result of using the short-term hydro generation 
forecast.  UCG supports moving forward with the short-term hydro generation forecast.  

 
124. UCG submits that this short-term hydro generation forecast should be used by the YUB for the 

2017 and 2018 test years and going forward within a performance / incentive-based regulatory 
regime. 
 

 
Diesel Contingency Fund 
 
125. The Diesel Contingency Fund (DCF) was designed to protect ratepayers from fossil fuel cost 

changes due to fluctuations in water availability for hydro generation.  The DCF resulted from 
monies received in an insurance payout of $744,000 in 2002 relating to the fire at the Whitehorse 
Rapids hydro plant, with interest accruing annually thereafter.  YEC argued in the 2005 revenue 
requirement proceeding that there was a very low likelihood that the funds in the DCF would be 
required in the near future due to low water levels as defined in the trust account. 
 

126. Although Board Order 1996-7 specified how the DCF is to be used, stating that “the fund is only 
to be used for the purposes of stabilizing rates and offsetting diesel generation cost estimates and 
the fund is not to be accessed for other reasons, including government subsidy of rates”, this does 
not prevent the YUB from reviewing and varying this decision if the public interest is better served in 
a different way. 

 
127. In its 2012/13 General Rates Application, YEC requested approval for a number of updates to 

the DCF and to reactivate the DCF for YEC diesel generation costs effective January 1, 2012.  In its 
Order 2013-01, the YUB rejected the DCF as proposed and ordered YEC to file a revised DCF 
proposal that incorporated the directions provided by the YUB.  YEC’s revised DCF proposal was 
reviewed as part of a separate written proceeding in 2014.  The YUB approved the revised DCF in 
Order 2015-01 and YEC commenced DCF quarterly filings in 2015. 

 
128. The YUB’s Order 2015-06 directed that YEC refund DCF contributions in excess of an $8 million 

cap through a rate rider applicable to all firm sales throughout the Yukon (Rider E).  The current 
Rider E is a refund of 0.68 cents per kWh, first established effective September 1, 2015. 

 
129. UCG submits that the real reason behind the need for the DCF (or some similar rate stabilizing 

mechanism) is due to the fact that YEC cannot adequately forecast and control the costs of thermal 
generation and is not related to the protection of ratepayers from drought risk. 

 
130. UCG’s major concern is how the DCF has morphed and how it is now being operated.  UCG 

identified many flaws of the DCF operations during cross examination, especially those of 
intergenerational equities being obvious as well as the split of diesel/LNG use being changed on the 
fly during the oral hearing by YEC.46 
 

                                                           
45 YUB Order 2015-01 
46 Transcript, Volume 1 – June 25, 2018, starting at page 122 
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131. As is noted in YEC’s application47, the YUB has not made any determinations regarding 
including costs associated with LNG in the DCF calculations.  YEC is now proposing that, for 2017 
and 2018 revenue requirement purposes, thermal generation will be supplied 90% by LNG-supplied 
natural gas generation and 10% by diesel generation.  YEC states that this approach will ensure 
that revenue requirement costs used to set rates provide some recognition of the current limits on 
actual LNG ability to displace all diesel generation. 

 
132. Not surprisingly, YEC has proven again how poor their forecasting ability is for 2017 given that 

preliminary results indicate that LNG generation only accounted for 72.7% of total thermal 
generation in 2017.48  YEC also submits that LNG share of final total LTA thermal generation was 
86.5%.49 

 
133. UCG submits that YEC forecasting has made it more and more difficult to establish 2017 and 

2018 revenue requirements based on forecast generation costs given that 2017 is now complete 
and we are more than half way through 2018.  While forecasts should be used to establish a budget 
by which YEC operates, if hydro sources actually accounted for over 97% of electricity generation in 
2017, then the 2017 revenue requirement forecast should reflect that fact. 

 
134. YEC’s application assumes a forecast diesel fuel cost of $0.2633 per kWh and a delivered fuel 

cost of LNG for the 2017 and 2018 test years of $0.1467 per kWh, based on a delivered average 
fuel cost of $0.3767 per litre and average efficiency for LNG generation of 2.57 kWh per litre.50  
Again, preliminary actuals appear to indicate that YEC’s forecasting ability is less than ideal given 
that actual diesel fuel costs appear to have been $0.2727 per kWh ($988,000 / 3,623 MWh) and 
actual LNG costs appear to have been $0.1475 per kWh ($1,422,000 / 9,638 MWh).51 

 
135. What is unclear is how YEC’s 2018 generation forecasts compare to actuals to date and 

forecasts for the remaining months of the year.  Given the lateness of their application, YEC has 
now put the YUB and intervenors in a position of trying to determine whether YEC should live with 
original forecasts, updated forecasts or whether ratepayers should be asked to pay the costs that 
were actually incurred. 

 
136. YEC is also asking the YUB to change the Rider E refund from 0.68 cents/kWh to 0.14 

cents/kWh effective May 1, 2017 to March 31, 2018 (which is now passed) based on the DCF 
balance at the end of 2016.  First, it makes no sense now to go back to change the value of the 
Rider E rebate given that the proposed time period for the change has now passed and the DCF 
balance has most likely changed.  Second, there was no proposal in place for Rider E past March 
31, 2018 despite the fact that 2017 is also now in the rear view mirror.  UCG submits that YEC 
needs to be directed to provide an update of the DCF account as of the end of 2017 for review and 
determination of the Rider E. 

 
137. UCG notes that the updated Rider E rate Schedule in YEC’s Application indicates that “A refund 

of -0.14 ¢ per kWh will be applied to all firm kWh consumed”52.  In UCG’s interpretation, this implies 
that YEC will be charging ratepayers and extra 0.14 cents per kWh (i.e., a negative refund).  UCG 
also notes that Rider E does not appear on YEC’s web site as a current rider which is another 

                                                           
47 Application, page 3-26 and Appendix 3.4 
48 CW-YEC-2-1, Table 2 
49 CW-YEC-2-1, page 4 
50 Application, Appendix 3.4, page 3.4-9 
51 CW-YEC-2-1, Table 3 
52 Application, Appendix 3.5, page 3.5-8 
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example of YEC’s lack of transparency and contradiction of regulatory mandate to publicly publish 
all rate schedules.53     

 
138. UCG submits that YEC assumes that they are in control of how the DCF is operated / managed 

and this concerns ratepayers given that YEC’s mandate appears to be to protect their own and their 
shareholder’s interests above the interests of the consumers they serve and those customers 
served directly by AEY.  YEC’s consultant confirmed this position at the oral hearing when he 
testified that YEC believes that the DCF has been recognized universally as a principle for 
assignment of responsibility and risk to ratepayers with respect to diesel generation costs.54  

 
139. In its application, YEC is proposing a total Fuel and Purchased Power cost of $2.381 million in 

2017 and $2.407 million in 2018.55  This is made up of fuel cost related to generation and 
maintenance, a DCF transfer and purchased power.  The DCF transfer identified in the application 
is $2.061 million.56  In response to transcript undertaking #16, YEC indicates that the 2017 DCF 
transfer is $2.775 million. 

 
140. YEC confirmed during the oral hearing that if a new customer is added to YEC’s system after 

the DCF has been maxed out, this customer could get a benefit from the DCF without actually 
contributing to it.57  YEC also confirmed that while the DCF was established per YUB approval, YEC 
has not conducted any opinion survey with its customers regarding whether they are in favour of 
continuing to pay for this insurance fund or would rather simply pay costs as they are incurred.58  
Without presenting evidence regarding the opinions of its customers, YEC does not have any 
evidence that the ongoing operation of the DCF as currently designed is in the public interest and in 
line with the preferences of its customers. 

 
141. UCG submits that the way that YEC operates the DCF does not send the right message to 

ratepayers regarding how they use their electricity when the costs to generate are increasing.  UCG 
submits that ratepayers would immediately conserve (and thus reduce the need for additional 
generation) if they knew and understood that using more would result in a significantly higher cost 
to them. 

 
142. YEC states that the premise that ratepayers bear the cost risks related to hydro is applicable for 

all Canadian utilities that have hydro generation and that in each instance, measures are adopted 
that attempt to enhance long-term rate stability.59 YEC has provided references from the Northwest 
Territories, Manitoba, Newfoundland and British Columbia which it believes supports this premise.  
UCG disagrees that YEC has provided evidence that all Canadian utilities with hydro generation 
have implemented measures to pass risk on to ratepayers. 

 
143. First, YEC has not provided any information on what is being done in Ontario and Quebec which 

rely extensively on hydro generation.  Second, the reference that YEC has provided for British 
Columbia provides BC Hydro’s opinion that variance accounts effectively transfer the forecast cost 
risk of certain uncontrollable costs to customers.60 

 

                                                           
53 https://yukonenergy.ca/customer-service/accounts-billing/rate-schedules 
54 Transcript, Volume 1 – June 26, 2018, pages 126-127 
55 Application, page 3-4 
56 CW-YEC-2-1, Table 3 
57 Transcript, Volume 1 – June 26, 2018, page 131 
58 Transcript, Volume 1 – June 26, 2018, page 132 
59 YUB-YEC-2-9(e) 
60 YUB-YEC-2-9(e), pages 7-8 

https://yukonenergy.ca/customer-service/accounts-billing/rate-schedules
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144. With respect to British Columbia, UCG submits that YEC has provided an incomplete history 
and intent of its policies.  In 2001, a new government came into power in BC and commenced a 
Core Services Review of ministries and crown agencies to reassess mandates and service delivery.  
Part of the process of reviewing BC Hydro included an assessment of BC’s electricity market by the 
BC Energy Policy Task Force which considered whether to deregulate the BC electricity market by 
implementing market pricing, separating generation, transmission and distribution functions, and 
selling BC Hydro’s assets.  The BC Government ultimately decided that deregulation was not in the 
public interest based on stakeholder concerns regarding rate impacts, reliability, and security.  
Instead of deregulation, the British Columbia’s 2002 Energy Plan61 called for existing generation 
assets to remain in the possession of BC Hydro.  It also called for the creation of a market for new 
supply through competitive procurement from independent power producers and access for large 
industrial BC Hydro customers to third-party electricity providers. 62 
 

145. British Columbia’s 2002 Energy Plan called for the BCUC to conduct an inquiry to develop and 
make recommendations on two issues: (1) a Heritage Contract to secure benefits attributed to BC 
Hydro's low-cost generation system; and (2) a more efficient use of energy resources and private 
investment in new generation to be fostered by a stepped rate structure. 63 

 
146. The ensuing inquiry resulted in BCUC recommendations on the establishment of a Heritage 

Contract as well as a stepped rate structure and retail access for transmission service customers. 
 

147. The BC government released its response to the BCUC’s recommendations regarding a 
Heritage Contract, Stepped Rates and Retail Access on November 28, 2003.  With minor 
exceptions, the BC government accepted the entirety of the BCUC’s recommendations.  In doing 
so, the BC government passed new legislation (the BC Hydro Public Power Legacy and Heritage 
Contract Act (the HCA)) which prohibited BC Hydro from disposing of its core generation, 
transmission and distribution assets64, and which empowers the BC Cabinet to implement the 
BCUC’s recommendations by regulation. 

 
148. The Heritage Special Direction No. HC2 that YEC references was issued to establish a Heritage 

Contract between the generation and distribution arms of BC Hydro that provides for electricity to be 
passed from the former to the latter at embedded cost (the “revenue requirement” model proposed 
by BC Hydro and recommended by the BCUC).  Heritage Special Direction No. HC2 also provides 
for deferral accounts to be established that will mitigate trade revenue and water inflow risks. 

 
149. However, HC2 was repealed and replaced on March 5, 2014 by Direction No. 7 which 

essentially maintained the pre-existing principle of cost-based rates for BC Hydro. 
 

150. UCG submits that YEC has imposed the DCF on ratepayers and control how the DCF account 
is adjusted through their operating and accounting decisions.  There is no transparency in how YEC 
operates the DCF account and even AEY has had concerns that the DCF (and ERA) mechanisms 
are based on unclear and flawed premises, including being overly complicated, being based on an 

                                                           
61 British Columbia Ministry of Energy, Mines and Petroleum Resources, Energy For Our Future: A Plan for BC 
62 While a retail access program was established in 2005, it was never used.  The BCUC suspended the retail access program 
in 2012.  The program was ultimately cancelled in March 2014. 
63 In a stepped rate structure, a specific annual Customer Baseline Load (CBL) is determined for each customer reflecting 
that customer’s historical consumption of electricity. A customer purchases energy at the Tier 1 rate up to 90% of their CBL 
and at the Tier 2 rate above 90% of CBL. The rate is designed to encourage customers to meet part of their electricity needs 
through energy efficiency and conservation measures by charging a rate that reflects the cost of new supply for higher 
consumption (Tier 2), combined with a lower rate (Tier 1). The stepped rate is designed to be revenue neutral to the utility 
compared to a flat rate structure when the customer purchases precisely 100% of its CBL. 
64 This prohibition was repealed from the HCA and re-enacted in section 14 of the Clean Energy Act in 2010. 
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untested YECSIM model, imposing a sales margin growth deferral on AEY causing charges to flow 
through the ERA that would otherwise have been recovered from customers via YEC’s shortfall 
recovery Rider J if YEC’s wholesale sales forecast was equal to actual wholesale sales, and 
attributing specific diesel costs to specific customers.65 

 
151. It is unclear to UCG what the DCF transfer component of the 2017 Fuel and Purchased Power 

cost is supposed to be given the various numbers that have been put on the record but it appears to 
be at least $2.861 million.66 

 
152. For all of the above reasons, UCG recommends that the Diesel Contingency Fund be eliminated 

and YEC be directed to apply for rate adjustments when they and its shareholder believe that 
Yukon ratepayers should be asked to pay more when established budgets are being exceeded.  
Any current DCF balance above the $8 million cap (assumed to be at least $3.558 million) should 
be credited back to the 2017 and 2018 revenue requirements.  The $8 million balance should be 
kept in a contingency fund on behalf of ratepayers by YEC (including interest generated), but 
managed by the YUB. 

 
 
Fuel Risk Sharing Possibilities 
 
153. During the oral hearing, YEC agreed that the Diesel Contingency Fund (DCF) is designed to 

offset costs driven by things that cause the use of diesel generation that are beyond the control of 
management, that are not reasonably foreseeable and have a material impact on YEC's finances.67 
Since the DCF was not created to protect YEC from its own management’s decisions, UCG submits 
that it follows that YEC’s operating decisions that result in higher diesel and LNG generation costs 
should not be a driver of drawing down the DCF to YEC’s benefit.  YEC must be held accountable 
for the impact of its own decisions. 
 

154. At the oral hearing, YEC witnesses stated that they were not familiar with a recent decision in 
Hawaii in which the regulator modified the utility's automatic fuel cost surcharge to include a risk 
sharing element, so that not all of its fuel costs are passed on to customers.68 
 

155. In June 2018, the Hawaii Public Utilities Commission rejected a $106 million rate increase 
proposed by Hawaiian Electric Co., signing off instead on a $600,000 rate decrease.  The 
Commission modified the utility's automatic fuel cost surcharge to include a risk sharing element, so 
that not all of its fuel costs are passed on to customers.  This risk sharing provision is being 
considered as a landmark move that will help push the utility to add more renewable energy. 

 
156. In its decision69, the Hawaii Public Utilities Commission explained that they wanted to more fairly 

share the risk of fuel price increases and decreases between Hawaiian Electric and its customers.  
The risk sharing is capped at $2.5 million per year to protect the utility from "significant 
unanticipated increases in fuel prices" while prodding it to reduce prices and fuel use.  The 
Commission’s decision ended a 100% pass-through of fossil fuel costs, but the Commission's order 
notes the move is a "deliberately conservative and gradual approach" to determining appropriate 
amounts of revenue tied to fuel risk. Fluctuations in fuel costs will be shared 98% by customers and 
2% by the utility. 

                                                           
65 Diesel Contingency Fund and Energy Reconciliation Adjustment Review, AEY Final Argument, October 29, 2014 
66 UCG-YEC-2-39, page 5 
67 Transcript, Volume 1 – June 26, 2018, pages 43-44 
68 Transcript, Volume 2 – June 27, 2018, pages 284 
69 http://puc.hawaii.gov/news-release/puc-approves-rate-decrease-for-hawaiian-electric-company-inc/ 

http://puc.hawaii.gov/news-release/puc-approves-rate-decrease-for-hawaiian-electric-company-inc/
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157. UCG submits that a similar capping of risk sharing to protect YEC from significant unanticipated 
increases in fuel prices is warranted as a mechanism to prod YEC to reduce prices and fuel use. 

 
158. UCG notes that YEC finally admitted in a late undertaking response that there are no decisions 

by the BCUC that specifically defers to customers all variances due to water variability.70  UCG 
submits that this proves that there is no universal position being taken by regulators that ratepayers 
should absorb the all the risk of water availability.  
 
 

Rider F – Diesel Fuel Price Variance Account 
 

159. In its application, YEC has requested approval to revise Rider F to include pricing related to the 
delivered cost of LNG, effective January 1, 2017, including the following related approvals: 

• Approval to defer to the Diesel Fuel Price Variance Account (DFPVA) the variance (plus or 
minus) in actual delivered cost of LNG compared to the delivered cost of LNG included in 
the most recent General Rate Application for all thermal-electric generation. 

• Approval to include deferred LNG price variances in the amounts collected (or refunded) to 
customers through the Rider F pursuant to the Rider F – Fuel Adjustment Rider & Deferred 
Fuel Price Variance Policy (Rider F Policy). 

• Approval of required adjustments to the Rider F Policy to incorporate reference to LNG 
pricing in the Diesel Contingency Fund. 

 
160. Section 8 of the Rate Policy Directive (OIC 1995/090) states: 

 
8. The Board must permit Yukon Energy Corporation and The Yukon Electrical Company 
Limited to adjust their rates to retail customers, major industrial customers, and isolated 
industrial customers so as to reflect fluctuations in the prices for which the two utilities pay for 
diesel fuel, without the requirement for specific application to, and approval from, the Board. 
 

161. The Fuel Adjustment Rider & Deferral Price Variance Policy (Rider F) was last approved by the 
YUB in Order 2012-02 dated February 29, 2012.  The YUB confirmed in its Order 2011-15 that the 
Deferred Fuel Price Variance Account applies to all diesel fuel consumed in a period. 71 
 

162. Despite the fact that the Fuel Adjustment Rider & Deferral Price Variance Policy clearly 
addresses only variances in diesel fuel (and not any type of equivalent)72, and YEC has been using 
LNG-fuelled generation since 2015, this is the first time that YEC has actually applied to the YUB 
regarding changing the Fuel Adjustment Rider & Deferral Price Variance Policy for the inclusion of 
LNG. 

 
163. UCG submits that there is no evidence on the record of this proceeding which actually provides 

details of the “adjustments” that YEC wants to make to the Rider F Policy nor is there any evidence 
indicating that AEY is in agreement with any policy “adjustments” that YEC has in mind. 

 
164. UCG submits that the YUB cannot approve the proposed adjustments to the Rider F Policy to 

incorporate reference to LNG pricing in the Diesel Contingency Fund without: (1) knowing what the 
actual adjustments are going to be; (2) allowing all parties (including AEY) an opportunity to 
comment on those adjustments; and (3) having Section 8 of the Rate Policy Directive Order in 
Council 1995/90 changed to account for LNG. 

                                                           
70 YUB-YEC-3-4, page 2 
71 Board Order 2011-15, Appendix A: Reasons for Decision, page 6 
72 January 20, 2012 Compliance Filing - YEC & YECL Rider F – Fuel Adjustment Rider & Deferred Fuel Price Variance Policy 
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Energy Reconciliation Adjustment 
 

165. The Energy Reconciliation Adjustment (ERA) is triggered when diesel is on the margin. The 
ERA is designed to ensure that AEY receives a full pass through of the incremental costs of diesel 
generation and to ensure that YEC recovers its costs when diesel is on the margin.  Given that the 
ERA is a component of Rate Schedule 42, UCG submits that the ERA must be governed in the 
same way as wholesale rates in general. 
 

166. Rate Schedule 42 currently states that charges to AEY will be adjusted on a monthly basis to 
reconcile actual wholesale purchases to test year forecast purchases during the months when 
diesel generation in the Hydro zone is on the margin at long term average water flows.73  There is 
no provision in place for costs associated with any other form of thermal generation. 

 
167. OIC 1995/90 sets out the structure for the wholesale rate charged by YEC to AEY.  Through the 

wholesale rate, YEC must recover costs which are not recovered from its other customers.  A 
second requirement of OIC 1995/90 is that the wholesale rate shall include appropriate provisions 
to ensure that YEC will recover its costs for retail and major industrial power service with adoption 
of the rates for retail power customers and major industrial power customers as specified herein. 

 
168. OIC 1995/90 also states that normal rate setting principles must apply in that the YUB must 

“review and approve rates in accordance with principles established in Canada for utilities, including 
those principles established by regulatory authorities of the Government of Canada or of a province 
regulating hydro and non-hydro electric utilities”74.   

 
169. Generally accepted rate setting principles for any regulated utility imply that cost-based rates 

are established based on a comprehensive, fully allocated cost of service study.  With respect to the 
proposed wholesale rate and the continuation of the ERA, YEC has not provided the required 
comprehensive cost of service study for the Yukon rate zone that is required for the rates and 
charges being proposed in this application. 

 
170. UCG submits that without a comprehensive review of a cost of service study for the Yukon rate 

zone, the YUB cannot determine that the proposed wholesale rate and the ERA component of that 
the wholesale rate actually ensures that the needs and requirements of all Yukon electricity 
customers are being met at the least cost. 

 
171. UCG submits that YEC operates its system based on its own operating processes and 

management direction.  The timing of when YEC runs its diesel generation is a judgement call 
based on the options that are available to YEC management. YEC needs to operate within the 
budget they are given just as any other company and not be provided with an unlimited safety net to 
compensate them for decisions that may or may not have merit. 

 
172. UCG recommends that the Energy Reconciliation Account be eliminated and that YEC be 

directed to live within its budget and operating decisions. 
 
  

                                                           
73 https://yukonenergy.ca/media/site_documents/1046_42%20Wholesale%20Primary.pdf 
74 OIC 1995/90, section 3 

https://yukonenergy.ca/media/site_documents/1046_42%20Wholesale%20Primary.pdf
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Operating and Maintenance Expenses 
 
173. In its Application, YEC forecasts an increase in 2017 non-fuel operating and maintenance 

expenses of 22% from levels last approved by the YUB for 2013.  This category of expenses is 
forecast to increase by 7.8% between 2016 and 2017 to $22.06 million.75  YEC provides an 
explanation for the increase from 2016 to 2017 as being related primarily to “expensing all brushing 
related costs, deferral account impacts, Env. Management, General, Union, Information Systems”76 
but does not explain any detail behind the overall 22% increase from previously allowed levels other 
than referring to some specific labour-related costs. 
 

174. As shown in its application, YEC was not able to operate within the allowed non-fuel operating 
and maintenance expense budget set for 2013 (going $1.27 million over budget) even though the 
budget was determined by the YUB in its Order 2013-01 dated March 25, 2013.  YEC’s spending 
habits in this area continued to ramp up until 2016 when they were a full $2.4 million (or 13%) over 
the last approved budget amount.  In UCG’s view, this is an illustration of uncontrolled spending 
where YEC has consistently incurred O&M expenses well in excess of the amounts allowed to be 
recovered in rates. 
 

175. In its opening statement for the oral hearing77, YEC states that actions taken are saving 
ratepayers $6 million per year but none of the actions listed indicate any control over the level of 
non-fuel operating and maintenance expenses nor administration expenses.  In reality, these 
“savings” are simply the result of YEC’s parent, YDC, reducing their interest rates. 

 
176. When asked during the oral hearing about its ongoing cost control measures, YEC testified that 

it has controls built into its financial systems to track how and where money is spent and that there 
are policies in place regarding signing authority regarding these expenses.78  However, there was 
no indication of how YEC actually controls the level of spending and costs incurred. 

 
177. UCG submits that it appears that while YEC has a system in place to track what is spent, 

ongoing cost control continues to be a problem for YEC and the regulatory tools presently applied 
are proving insufficient to encourage YEC to follow up on YUB recommendations to control the 
escalation of costs. 
 

178. Accordingly, UCG proposes that if YEC cannot provide a clear, defensible, systematic plan to 
manage operating costs, the YUB should not approve requested increases in controllable costs. 

 
179. UCG submits that rather than just cutting costs, YEC should be directed to look at doing more 

with the same amount of money or doing the same with less.  This could be enabled through a 
multi-year PBR or incentive rate plan featuring a revenue cap index. 

 
180. YEC testified at the oral hearing that its vegetation management policy was based on a study 

conducted 6 years ago (2012) on the practices of other utilities and that a cursory review of current 
policies was not used in any substantive way in the development of YDC’s vegetation management 
policy for the test years.79  UCG submits that the importance of vegetation management is an 
ongoing concern for utilities and that it is not sufficient to rely on a 6 year old study given the 
evolving needs of utilities in this area.  The YUB needs only refer to the impact that improper 

                                                           
75 Application, page 3-2 
76 YUB-YEC-1-5 
77 Exhibit B-22 
78 Transcript, Volume 1 – June 26, 2018, page 169 
79 Transcript, Volume 1 – June 26, 2018, pages 50-51 
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vegetation management had in the recent wildfires in California to realize that policies in this area 
must be reviewed and revamped on an ongoing basis.80 

 
181. Of particular concern to UCG is the inconsistency in numbers being presented with respect to 

Administration expenses that YEC is reporting and forecasting.  As an example, YEC’s application 
states that Administration expenses totaled $8,509,000 in 2016 and were forecast to be $9,110,000 
in 2017 and $8,912,000 in 2018.81  In its draft 2017 financial statements, YEC indicates that 
Administration expenses totaled $11,923,000 in 2016 and $10,712,000 in 2017.82  

 
182. Given the fact the YEC sets its proposed operations and maintenance budgets based on a 

historical review, UCG submits that the YUB should direct YEC to reduce O&M costs per customer 
by 10% in each of the test years and establish a clear plan of actions that will reduce these 
escalating costs. 

 
183. UCG submits that the purpose of capitalizing administrative and general overhead as part of the 

total cost of a capital asset is to ensure that all costs associated with constructing a capital asset, 
including those related to administrative activities, labour, etc. are included.  This allocation results 
in a better matching of the costs incurred with the timing of the benefits they generate.  The amount 
of capitalized overhead will vary from year to year based on the mix of capital versus operating and 
maintenance activities undertaken and based on any changes to the methods used to allocate costs 
between activities.  UCG submits that YEC’s overhead capitalization policy and implementation of 
that policy should be reviewed for appropriateness. 

 
 

Reserve for Injuries and Damages (RFID) 
 

184. In its 2012/2013 General Rates Application, YEC claimed that the RFID had grown to negative 
$0.578 million by the end of 2011.  In its Order 2013-01, the YUB accepted YEC’s plan to: (1) 
increase annual RFID appropriations to $0.195 million from the previously approved $0.100 million; 
(2) transfer the $0.398 million of one-time funds from the Faro Mine Dewatering Deferral Revenues 
against the RFID balance; and (3) amortize the remaining negative RFID balance of $0.180 million 
over a five year period. 
 

185. In its current application, despite all of the changes made in 2013 and the transfer of additional 
funds to the RFID, YEC submits that the RFID has grown to negative $1.059 million at the end of 
2016 and has requested YUB approval to: (1) amortize the 2016 negative balance of $1.059 million 
over a 5-year period ($0.212 million per year); and (2) increase the annual appropriation to the 
RFID, starting in 2017, from $0.190 million to $0.267 million per year.  This represents an increase 
to revenue requirements of $289,000 per year for the next 5 years. 

 
186. The RFID is designed as a reserve that serves as protection to YEC against uninsured and 

uninsurable losses and the deductible portion of insured claims. The establishment of such a 

                                                           
80 The California Public Utilities Commission’s new updated fire safety regulations, under development since 2007 and 
adopted on December 14, 2017, include several new requirements / standards for electricity utilities in California that apply 
to areas with an elevated or extreme risk of wildfires, increase the vegetation clearance around power lines from 18 inches 
to 48 inches in the High Fire-Threat Districts, provide recommended clearances at time of pruning to maintain minimum 
clearance throughout the year, may require work on trees not previously managed by our Vegetation Management 
Program, and may involve some tree removal to maintain minimum clearances and ensure public safety. 
81 Application, Table 3.9 (page 3-13) 
82 UCG-YEC-2-42, Attachment 1, page A-5 
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reserve is supposed to provide financial advantages over paying significantly higher insurance 
premiums in order to reduce deductibles or to insure items which carry high premiums. 

 
187. UCG submits that only those costs that are significant and of low probability should be charged 

to the RFID and the scope of the coverage provided by the RFID should be the same as would 
occur under a third party.  UCG submits that the $10,000 threshold established within YEC’s RFID 
policy83 does not appear to be “significant” for a utility with a revenue requirement in excess of $50 
million.  

 
188. YEC has not provided evidence that explains what the costs would be to carry additional 3rd 

party insurance.  While YEC has provided the dollar amounts of expenses posted to the RFID 
between 2007 and 201684 and a summary description of what the RFID-related expense was 
addressing85, YEC has not provided any detail on the reasons for these expenses being incurred, 
whether they were uninsured, uninsurable or related to deductions, why existing insurance did not 
cover the expense, or what the alternative costs of 3rd party insurance may have been over this time 
period. 

 
189. What is lacking in YEC’s current application is any detail on the costs that have been recorded 

in the RFID since 2012 so there has been no justification provided as to why all of these costs need 
to be recovered from ratepayers over the next 5 years.  Where is the evidence that some of the 
costs incurred were not the result of actions taken by YEC or one of its contractors?  Without the 
benefit of this additional information, UCG submits that the YUB has no basis on which to assess 
whether the amounts processed through the RFID and used to justify amounts going forward that 
were submitted in the application reflect appropriate operations of the RFID. 

 
190.  UCG submits that, by their very nature, the uninsured losses addressed by the RFID account 

are, to a significant degree, under control of management and related to YEC’s business risk which 
is a factor in the determination of the allowed return on common equity. If YEC is already 
compensated for this type of business risk, UCG submits that ratepayers should not be asked to 
pay it again. 

 
191. UCG submits that there is insufficient evidence provided regarding why expenses have been 

incurred or alternatives to the RFID so YEC’s requests in this area should be denied. 
 
 
Sole-Sourced Contracts and Overall Consultant Costs 

 
192. There are three major types of contracts under the Yukon government’s current Contracts 

Regulations policy: 
 

• Competitive Award – where the contracting authority has selected a winning contractor from 
a public tender where bids and proposals were invited and opened to all parties. 
 

• Invitational Award - where the contracting authority has selected a winning contractor where 
bids and proposals were invited from a number of identified bidders or proponents. 

 
• Sole source contracts – where the contracting authority has entered into a contract or 

standing offer agreement directly with a proponent. 
                                                           
83 Application, Appendix 3.2 
84 YUB-YEC-1-30 
85 CW-YEC-1-25(b) 
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193. The Contract Regulations fall under the Yukon government’s Financial Administration Act and 
provide the framework for establishing common rules governing contracts that must be adhered to 
by all departments and agencies.  Pursuant to the Contract Regulations, there is also the General 
Administration Manual’s Contracting Directive which outlines the process by which the Yukon 
government and its agencies will select contractors to supply goods and services. The objectives of 
this directive are to ensure that the contracting activities of the Yukon government and its agencies 
are carried out in a fair, fiscally responsible, accountable, open and competitive manner. 
 

194. While YEC is owned by a Crown corporation, it has become evident that YEC’s contracting 
activities rarely satisfy the requirements of the Yukon government’s contracting policy given YEC’s 
ongoing practice of utilizing sole-source contracting and outsourcing much of the work that should 
now be done in-house given the number of employees that have been hired in various roles 
(Director of Resource Planning and Regulatory Affairs, Senior Regulatory Analyst, Chief Financial 
Officer, Vice President, President/CEO).  Given that YEC has now gained experience at various 
levels over the last 35 years of its existence, surely it has acquired the necessary corporate 
memory, knowledge and skill to now accomplish this work in-house. 

 
195. The outsourcing of work that appears to fall within the mandate of YEC employees, while still 

paying large amounts of compensation to these employees, has become an increasing burden on 
Yukon ratepayers. 

 
196. In its February 2005 report on the Mayo-Dawson City Transmission System Project, the Auditor 

General recommended that YEC establish and follow a contracting policy and contracting 
procedures that provide for transparency and competition and ensure best value.86   UCG assumes 
that the procurement policies and guidelines published by YEC on its web site are in response to 
the Auditor General’s recommendations.87 

 
197. Over the last several years, YEC has identified expenditures related to work completed by 

InterGroup Consultants Ltd. that assists YEC in regulatory proceedings before the Yukon Utilities 
Board, the Yukon Environmental and Socio-Economic Assessment Board, and the Yukon Territorial 
Water Board.  All of this work has been provided under the safety of a sole-sourced contract with 
InterGroup which contradicts not only the Yukon government’s Contracts Directive but also YEC’s 
own Contracts for Service Guidelines88 which outline the procedure for implementing a Contract for 
Service and YEC’s Competitive Bid Threshold Guideline which clearly states that competitive bids 
are required for any services contracts over $5,000. 89 

 
198. If YEC’s procurement policies and guidelines are supposed to provide for transparency and 

competition and ensure best value, then why is YEC continuing to be allowed to recover costs of 
sole-sourced contracts to consultants like InterGroup when these contracts have never been 
reviewed for best value? 

 
199. At the oral hearing, YEC’s testimony confirmed that there was no evidence that a formal 

competitive bid process has been undertaken for any of the work completed by InterGroup: 
 

“Mr. Rondeau: Does he have to bid on -- on the job, or is it sole-sourced? 
 

                                                           
86 Auditor General Report on the Mayo-Dawson City Transmission System Project, February 2005, page 15 
87 https://yukonenergy.ca/about-us/purchasing-tenders/procurement-policy-guidelines 
88 https://yukonenergy.ca/media/site_documents/545_GS-006%20Contracts%20for%20Service%20Guideline.pdf 
89 https://yukonenergy.ca/media/site_documents/544_GS-005%20Competitive%20Bid%20Thresholds.pdf 
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Mr. Mollard: Depends on the proceeding.  Some -- some have been sole-sourced.  With respect 
to this proceeding in this GRA process, as I said, his experience is second to none, and his 
rates are very favourable, so we -- we do sole source him for this work.  For others he's had -- 
they've had to bid on as other parties do. 
 
Mr. Rondeau: So if they are sole-sourced, how are you making certain to your ratepayers that 
we're getting the best bang for our buck if it doesn't go out into a contract field? 
 
Mr. Mollard: Mr. Chair, we know in this space in Canada, generally the other businesses that 
we're familiar with that provide regulatory support tend to be the large accounting firms, and I 
can say quite unequivocally that their rates are materially higher than InterGroup's.  Mr. Osler 
would be a partner level at a firm, and their rates are typically in the 4 to $500 an hour range. 
 
Mr. Rondeau: Yes, but he has all his staff, and he has his – 
 
Mr. Mollard: As do the firms – 
 
Mr. Rondeau: -- his associate that comes with him wherever he goes, who basically fills the 
chair, and the consumer's paying for this over and over again.”90 

 
200. In response to an IR in its last General Rates Application91, YEC identified expenditures on 

InterGroup Consultants services for the years 2009 to 2011 that totaled $3,745,000.  Cost claims 
submitted by YEC in various proceedings since 2009 have only specifically identified $942,058 of 
that amount as well as an additional $854,563 claimed on behalf of InterGroup in 2013 to 2015: 
 

• Reference – Board Order 2015-04 (June 1, 2015) - $146,260.89 related to the review of the 
Diesel Contingency Fund and ERA Adjustments. 

 
• Reference – Board Order 2014-12 (August 8, 2014) - $168,171.50 related to the review of 

YEC’s LNG Conversion Project. 
 

• Reference – Board Order 2013-08 (September 13, 2013) - $540,130.31 related to the review 
of the YEC 2012/2013 Revenue Requirements Application. 

 
• Reference – Board Order 2012-01 (February 27, 2012) - $19,974.25 related to the review of 

the YEC / YECL Fuel Adjustment Rider Application. 
 

• Reference – Board Order 2011-09 (July 21, 2011) - $17,135.25 related to the review of the 
YEC Alexco PPA Application. 

 
• Reference – Board Order 2011-08 (June 28, 2011) - $301,990.00 related to the review of 

the YEC/YECL 2009 Joint Phase II Application. 
 

• Reference – Board Order 2010-09 (September 2, 2010) - $114,964.00 related to the review 
of the YEC Mayo B Application. 
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• Reference – Board Order 2009-11 (December 8, 2009) - $507,968.33 related to the review 
of the YEC 2008/2009 General Rate Application. 

 
201. These costs totals do not include costs charged to YEC by InterGroup for more recent 

proceedings (2017 Victoria Gold PPA Application, 2017 Review of DCF/ERA, and the current 
2017/2018 General Rate Application).  YEC’s President testified during the oral hearing that a 
significant part of the regulatory modelling completed for purposes of the current application was 
completed using internal resources92 so UCG submits that this should result in a significant 
reduction in costs being claimed on behalf of InterGroup for this application with a complete 
reduction on the reliance on external consultants to specific, specialty issues for which a utility may 
not have internal expertise. 
 

202. A troubling attribute of the years and years of sole-sourced work provided by InterGroup is that 
the same consultants (primarily Mr. Osler and Ms. Pollitt-Smith) are providing the same advisory 
role with no evidence that YEC staff are being trained and gaining the necessary experience to take 
over the role being provided by these consultants. 

 
203. UCG submits that YEC is not making sufficient effort to ensure that its contracting activities 

serve the public interest in bringing value for money to ratepayers given the money that is 
recovered in rates to pay for staff as well as these high consultant costs.  UCG submits that there is 
a huge difference from a ratepayer’s perspective between the decision to “bring in a little extra help 
when you're getting into the peak times”93 and paying millions of dollars to an outside consultant. 

 
204. Costs paid by YEC through sole-sourced contracting work is captured in various components of 

YEC’s revenue requirement – costs expensed through O&M accounts, costs recovered over time 
through capital additions to rate base, costs allowed in the regulatory cost claims process that are 
deferred and recovered through disposition of the Hearing Reserve Account, and costs disallowed 
in the regulatory cost claims process that are paid for using shareholder earnings. 

 
205. UCG submits that getting details of what has actually been paid out under sole-sourced services 

arrangements is a frustrating and complicated process as demonstrated during the oral hearing: 
 

“Mr. Mollard: Well, Mr. Chair, we -- we've used this approach before, we have -- we don't hide 
anything in our costs.  We've been up front with any questions we've been asked.  The last 
couple of proceedings we've provided details on all of our consulting costs, and we've taken 
steps to reduce that burden, as Mr. Hall mentioned, where it makes sense. We stand behind our 
numbers.  We believe this is the best approach to – to providing the service. 
 
Mr. Rondeau: But do you not use the system? You know full well that Mr. Osler is going to apply 
for cost claim charges, so why should we do the work in-house, we can -- we can stay around 
here and do what we're doing, and we'll pay this guy, and then we will do a cost claim, and the 
ratepayer will pay.  It's a form of corporate welfare, would you not think? 
 
Mr. Mollard: Well, no, I don't agree with that, Mr. Chair. Yes, we include the consulting costs as 
part of our cost claim.  The Board subjects that to a review of prudency, and they make a 
decision on whether those are prudently incurred costs or not, so it works within the system. 
 
Mr. Rondeau: If you wouldn't have that particular way to retrieve your cost claim, would you 
maybe do the work in-house? 

                                                           
92 Transcript, Volume 1 – June 26, 2018, pages 54-55 
93 Transcript, Volume 1 – June 26, 2018, pages 55 



YEC 2017-2018 GRA – UCG Argument (August 9, 2018) Page 32 
 

 
Mr. Mollard: Well, yes. I mean, it can only be one or the other. We either have to do it in-house, 
or we have to do it through consultants.  If we do it in-house, then my labour component goes 
up, and revenue requirement goes up that way. You know, this isn't a black-and-white area 
where I can say it's clearly one way or the other.  We make the assessment based on the level 
of work that's required under internal resources and decide based on that whether to go outside 
for help or not.”94 

 
206. UCG submits that it is beyond reasonable to assume that the labour component of YEC’s O&M 

costs would be going up at a rate equivalent to the $240 per hour claimed by InterGroup’s Mr. Osler 
since in-house salaries are being paid and already included in YEC’s revenue requirement 
regardless. 
 

207. UCG submits that it has become far too easy and less complicated for YEC’s management to 
simply make sole-sourced service arrangements and then play the regulatory game of applying to 
get the ratepayers to pay for all these extra costs.  UCG submits that it has become an addiction to 
a pattern of corporate welfare. 

 
208. UCG submits that it is far past the time for the YUB to send a message to YEC that sole-

sourced service arrangements will no longer be allowed when determining fair and reasonable rates 
charged to ratepayers and a fair return to the utility. 

 
209. While the YUB can provide this messaging through the cost claims process as it has done in 

previous proceedings (see UCG’s submissions in this argument under Cost of Service – Disallowed 
Cost Recovery), UCG submits that the YUB should not allow certain costs to be recovered as part 
of the allowed revenue requirement.  UCG submits that YEC should be directed to provide details of 
its services arrangements with InterGroup Consultants that are contained within the applied-for 
revenue requirements for the test years (2017 and 2018) and then the YUB should remove 50% of 
these costs from the allowed revenue requirements as an incentive to YEC to more fully develop in-
house expertise. 

 
210. If YEC is allowed to continue its practice of outsourcing much of its work, UCG submits that 

there are a large number of sole-sourced services arrangements that should be brought under a 
Standing Offer Agreement (as identified in the Contracting Directive) in order to promote 
competition and reduce the unacceptably high number of sole-sourced contracts. 

 
211. While YEC argues that alternative consultant services providers would charge a higher hourly 

rate when compared to InterGroup95, UCG submits that Yukon utilities should ensure that 
consultants hired to assist with regulatory proceedings understand that they will only be allowed to 
recover costs approved by the YUB.  If YEC decides to agree to pay a higher amount to a 
consultant, then any amount paid that is above what is ultimately allowed by the YUB should be 
paid by the shareholder and not ratepayers. 

 
212. While YEC testified that portions of its cost claims that are disallowed by the YUB are written off 

to income to the shareholders' account96, UCG submits that it is still unclear how amounts paid by 
YEC to its outsourced consultants and lawyers that are well above the allowed Scale of Costs rates 
and not included in costs claims submitted to the YUB are being treated and recovered.  UCG 
submits that YEC should be directed to specifically identify any amounts paid in 2017 and 2018 to 
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outsourced consultants and lawyers that were either not allowed as part of a cost claim or were 
above the Scale of Costs rates to ensure that they are not included within the revenue requirements 
being recovered in rates. 

 
213. Given YEC’s testimony that the costs of the Victoria Gold PPA application are being paid 

entirely by the customer97, UCG submits that YEC should be directed to identify all external and 
internal costs that are being paid by Victoria Gold and how this credit is being reflected in the 2017 
revenue requirement. 

 
214. With respect to YEC’s practice of outsourcing for its legal advice, UCG has the same concerns 

regarding outsourcing versus developing Yukon-based expertise as well as concerns regarding 
costs being incurred by YEC associated with legal representation for the on-going court case 
against the contract dispute as well as the Court of Appeal case regarding the Energy 
Reconciliation Account decision by the YUB. 

 
215. As has been argued in the past, UCG submits that YEC has an obligation to develop expertise 

within the Yukon rather than simply send its revenues out of the territory.  UCG submits that there 
has been no evidence provided by YEC that legal expertise does not exist or cannot be developed 
within the Yukon to satisfy its regulatory needs.  It is common utility practice within Canada to have 
in-house legal services to take care of all regulatory needs and it continues to be an extremely 
expensive alternative for Yukon ratepayers to continually be on the hook for the expenses incurred 
for Mr. Landry’s services.  UCG submits that YEC should be directed to provide details of its 
services arrangements with Mr. Landry that are contained within the applied-for revenue 
requirements for the test years (2017 and 2018) and then the YUB should remove 50% of these 
costs from the allowed revenue requirements as an incentive for YEC to pursue the less expensive 
in-house and Yukon-based alternative. 

 
216. Regarding the $2.574 million of costs incurred by YEC with respect to a dispute with a 

contractor on the Aishihik hydro facility third turbine project that came into service in December 
2011, YEC continues to incur legal costs (including $0.962 million from 2012 to 2016 regarding a 
claim dispute98) which continue to compound.  YEC claims that an assessment of expected 
settlement versus costs cannot yet be determined.  Although YEC stated that they are not applying 
for costs for legal counsel fees in these test years, UCG submits that these costs will most likely 
end up in a future revenue requirement claim by YEC.  YEC should be directed to clearly 
demonstrate that these costs are not included in any recoveries through rates to be charged in 2017 
and 2018. 

 
217. UCG also submits that the legal costs for the ERA dispute with the YUB were never quantified 

as requested by the UCG and these costs appear to be included in the applied-for revenue 
requirement.  UCG submits the amount for these legal costs should be disallowed and charged 
back to the shareholders of YEC.  UCG submits that it goes against rate-making principles and is 
morally improper to charge ratepayers for taking the YUB and/or ratepayers to court to retrieve 
monies for the ERA from ratepayers that were supposedly placed into the DCF.  To date, YEC has 
not provided a clear accountability for how these costs will be recovered. 
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Capital Expenditures / Rate Base 
 
218. YEC stated at the oral hearing that any spending on capital that YEC put into service since 2013 

rates were established is part of this application to be put into rate base along with the associated 
return, interest costs and depreciation costs that are proposed to be recovered in rates.99 
 

219. The largest component of YEC’s rate base continues to be its investment in capital works 
(property, plant and equipment), planning and feasibility study costs, and relicensing costs.  YEC 
argues that its forecast capital spending aligns with load growth and the need to re-invest in existing 
infrastructure.100  UCG submits that the level of YEC’s capital spending has gone well beyond being 
justified with load growth. 

 
220. YEC agreed at the oral hearing for this application that its investments in utility assets drive a 

need for ongoing rate increases into the future.101  The massive level of capital investment in the 
past few years builds the rate base upon which YEC earns its return and places extraordinary 
pressure on costs associated with interest, amortization and depreciation which Yukon ratepayers 
will have to pay long into the future. 

 
221. YEC testified that it is the ratepayers that take on all of the investment risk: 

 
Mr. Rondeau: Okay. Is it safe to say, then, that that premise of this type of rate making is to 
provide a framework for the utility, and it provides the framework and the rationale for ratepayer 
investment into the bulk power systems of the corporation? 
 
Mr. Osler: I would think it would be, in this jurisdiction, a -- way to describe it to someone who 
isn't too interested in the legal distinctions, -- in other words, the ratepayers are ultimately 
providing through their rates the monies needed to cover all the costs of the utility, including 
recovery of its investment, including paying its interest, and including paying its return to its 
shareholder.  So from a customer point of view, it's the one who, from this point of view – 
 
Mr. Rondeau: Pays for it all. 
 
Mr. Osler: -- is paying for it all. Now, legally... 
 
Mr. Rondeau: That's good enough -- 
 
Mr. Osler: -- this is a rate-based utility, and it's owned by somebody else. If I was in Manitoba, 
we'd talk about it, it would be more like a cooperative approach because of the way it's done. So 
I'm avoiding all that legalese and saying, if I described it that way, I could go along with what 
you're saying.  
 
Mr. Rondeau: So, basically, really, when it all comes down to it, it's the ratepayers that are -- 
that are absorbing all the investment risk. 
 
Mr. Osler: I'm going to let my colleagues discuss this, but the ultimate point is not necessarily -- 
if an imprudent investment is made, they won't recover it because the Board won't let them.  If 
they take on risks that they can't find a way to recover through coming to this Board to get 
approval, they won't recover them. So the owner of the utility in the end takes on risks that the 
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customers don't take on, and the issue of how we assign those risks is what we spend a lot of 
time and effort on in proceedings like this.102 
 

222. UCG is concerned with the rapid increase in YEC’s rate base that has been driven by over-
spending on their forecasted capital budget.  As shown in the Application at Table 3.13, YEC’s rate 
base has increased from $226.684 million in 2013 (last level approved by the YUB) to $258.060 
million in 2016 (a 13.8% increase from 2013).  YEC is forecasting its rate base to increase another 
13% between 2016 and 2018 (to $274.459 million in 2017 and $291.627 million in 2018) which 
adds to YEC’s profit margin. 

 
223. YEC’s capital expenditures have resulted in a forecast 29% increase to rate base between 2013 

and 2018 while the number of customers is only expected to increase by 97 customers (primarily 
residential) and total sales are only forecast to increase by 4% (2013 actual to 2018 forecast)103.  
UCG submits that Yukon ratepayers cannot be continually held responsible for YEC’s poor 
forecasting and project execution. 

 

Capital Expenditures 
 

224. YEC is proposing that its rate base should be increased from an allowed $226.684 million in 
2013 to $291.627 million in 2018.104  This is a nearly 29% increase to the rate base on which YEC 
earns its profit. 
 

225. The total cost of major projects forecast to be added to net rate base by the end of 2018 is 
approximately $60.4 million (net of contributions of $18.3 million).  An additional cost slightly in 
excess of $6 million is forecast for assets to come into service in Q1 2019.  This is on top of the $16 
million in deferred costs that YEC proposes to add to its rate base by the end of 2018. 
 

226. Despite what YEC may believe, UCG submits that the ability of ratepayers to pay for an 
unlimited capital budget is not endless.  YEC’s capital spending habits on a multitude of projects is 
not sustainable from a ratepayer perspective.  YEC must be directed to short-list its capital projects 
based on what ratepayers can afford rather than always applying to study and implement too many 
capital initiatives.  UCG submits that any company operating in a private, non-monopoly 
environment would never survive with the approach that YEC is taking on capital spending. 

 
227. In its Order 2013-01 – Reasons for Decision, the YUB directed YEC to provide business cases 

for all projects, including reliability projects, greater than $1 million.  These business cases are to 
include alternatives to the recommended projects as well as the economic impact to ratepayers of 
the recommended projects.105  UCG submits that YEC has fallen short of this direction with respect 
to capital expenditures that have been made since 2013. 

 
228. YEC also testified that millions of dollars associated with the Aishihik relicensing and other 

projects that is forecast to be within Work in Progress (WIP) at the end of 2018 is going to be added 
to rate base in 2019 and will drive rate increases in 2019 and beyond.106  UCG questions how any 
addition to rate base outside the test years related to this current application could automatically 
result in a rate increase without a general rate application that includes 2019 being submitted and 
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reviewed, but it does illustrate that Yukon ratepayers will have significant bill increases to address 
over the coming years unless something is done to mitigate the impacts of these projects. 

 
229. UCG submits that while YEC is entitled to rates sufficient to provide YEC with an opportunity to 

earn a reasonable rate of return upon the value of the property used, at the time it is being used, to 
render the service, YEC is not entitled to have included any property not used and useful for that 
purpose or any costs that YEC has not proven were incurred prudently. 

 
230. Prudent investment is the original proposed cost minus any fraudulent, unwise, or extravagant 

outlays that should not be a burden on ratepayers.  "Prudent" imports the requirement that the 
investment, in order to gain recognition in the rate base, must have been prudently incurred in the 
light of foresight rather than of hindsight.   

 
231. UCG submits that the onus is on YEC to prove that its capital expenditures are prudent and not 

the job of intervenors to prove that they were not prudent. 
 

232. A long-standing principle of regulatory law has been that an investment must be "used and 
useful" for the provision of public service before the public should be asked to bear its cost. 

 
233. UCG is concerned with the significant expenditures over approved budgets for many of the 

capital projects that have received previous approvals from the YUB.  YEC has previously testified 
that when YEC submits its capital expenditures and capital project budgets to the YUB for approval 
in a general rates application, their cost estimates are based on a high confidence level.  The list of 
projects with over-expenditures is lengthy but worth review by the YUB to ensure that ratepayers 
are only paying costs that have been proven to have been prudently incurred.  If there is no 
evidence that these extra costs were prudently incurred, they should not be allowed to be added to 
YEC’s rate base. 

 
234. UCG submits that additions to YEC’s rate base should be limited to allowed cost estimates 

since approvals are granted based on the value that these projects will have to ratepayers which in 
turn is based on the cost forecast and the associated impact on rates.  UCG submits that, while 
some of the cost overruns are referenced later in this argument, YEC should not be allowed to add 
cost overruns to rate base unless they can provide evidence that the overrun costs were prudently 
incurred.  UCG submits that cost overruns caused by poor planning or lack of consultation were not 
prudently incurred and should not be recovered from ratepayers. 

 
235. UCG also submits that YEC should not be able to arbitrarily add capital projects to rate base 

that have not been previously approved by the YUB.  UCG submits that the onus is on YEC to 
clearly explain and defend all of the capital expenditures that have been made on projects that have 
not been specifically approved by the YUB.  UCG submits that this has not been the case in the 
current application but it must be a condition of any approvals given by the YUB. 

 
236. UCG submits that there is a great deal of uncertainty regarding how YEC establishes its capital 

expenditures plan which makes it difficult for intervenors to determine best practices that YEC 
should address. 

 
237. YEC clearly admits in its application that there is no asset management methodology or plan for 

managing critical hydro and transmission assets at YEC.107  This implies that YEC has not been 
following the principles established in all other jurisdictions in Canada and has been irresponsible in 
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their duty to make certain that they are looking after the best interests of the ratepayers and not just 
maximizing their corporate bottom line. 

 
 
Capital Projects 

 
238. YEC is requesting approval for a significant amount of capital projects to be added to rate base 

including over $60 million for major capital projects, $17 million for property, plant & equipment, and 
nearly $30 million in deferred project costs.108  
 

239. UCG submits that the YEC administration and decision-makers used the Energy Charette 
hosted by YEC in March 2011 to push forward with far too many projects without clear focus on the 
costs / benefits of all of this nor the impacts on its ratepayers.  This vast amount of increased 
spending on multitude project development should have been short-listed long before any spending 
took place.  No private enterprise would or could operate with the spending fashion of the YEC. 

 
240. UCG submits that not only does all of this excessive capital spending drive rates for ratepayers 

through return on an extended rate base, but also the interest, depreciation and amortization for 
years to come. 

 
241. UCG submits that YEC did a very poor job of presenting their evidence to ensure sufficient 

accountability of all capital cost outlays, especially with respect to the issues of out-sourcing / sole-
sourcing, use of in-house / internal resources for planning studies for feasibility studies, 
environmental studies, permitting studies, preliminary engineering studies, etc. 

 
242. Red flags were sent up for much of this spending (over $100 million), not only with sole-sourcing 

contracts coupled with in-house / internal spending and resource duplication issues, but also with 
respect to the lack of explanation of how this spending is internally scrutinized when such large 
amounts of money is being spent.  YEC would only say that they now have a policy that more than 
one person must sign off on contracts over $50,000.  UCG submits that this is only a superficial 
attempt at being accountable. 

 
243. UCG submits that the YUB must guard against allowing situations like the negligence of public 

trust by public corporations in other jurisdictions109 to be duplicated in any way within the Yukon.   
 
244. For all of this money spent on project works, UCG submits that YEC did a poor job at explaining 

how all these costs being passed on to their ratepayers has improved their systems performance, 
reliability and reduced line losses. 

 
245. As will be noted below for some major capital projects identified in YEC’s application, UCG 

submits that the lack of clarity on exactly what has been paid out for these projects require the YUB 
to direct that an independent audit be conducted on these projects with all the costs being held in a 
WIP until this audit is completed and publicly reviewed. 
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AH Elevator Shaft Structural Steel Rehabilitation 
 

246. This $10.117 million project was not mentioned in YEC’s 2012/2013 GRA and has not been 
included in YEC’s Resource Plan.  When asked to provide business case analysis related to the 
project, YEC stated that it was not able to provide the detailed information required for major 
projects pursuant to YUB Orders 2009-8 and 2013-01 because it would take considerable time and 
effort to collect and summarize this information.110 This obviously means that the information is 
available but YEC doesn’t think that anyone needs to question the projects that they decide to 
pursue or when they decide to pursue them. 
 

247. UCG notes that in its Order 2013-01, the YUB specifically identified YEC’s commitment to seek 
YUB review prior to construction of new capital projects costing $3 million or more and YEC’s 
admission that the only way to initiate a review of a capital project (absent a Part 3 review) is 
through a GRA.111 

 
248. This is a $10 million project which clearly surpasses the threshold of being a major project that 

needs to be reviewed by the YUB prior to it being initiated yet YEC has already spent over $8.5 
million in 2015 and 2016 and has likely spent at least another $1.6 million in 2017 on this project. 

 
249. UCG submits that the YUB’s directions to YEC in its Order 2009-8 were very clear that in future 

GRA applications, YEC was to include business cases for major capital projects that included the 
following information: 
 

• descriptions of the project 
• economic analysis including preliminary engineering estimates 
• discussion of alternatives and how the chosen option was determined 
• discussion of the risks of proceeding with the chosen alternative 
• discussion of risks of not proceeding with the chosen alternative; and 
• discussion of assumptions included in the business case including escalation factors, 

loading, financial measures, term of project and associated ancillary costs. 
 

250. UCG submits that the YUB must now ensure that YEC takes YUB directions seriously and not 
simply rubberstamp another huge project’s costs to be recovered from ratepayers.  A business case 
provides decision makers like the YUB with an opportunity to make evidence-based and transparent 
decisions.  Complete and thorough business cases are needed to ensure that a project has been 
planned realistically, with a clear focus after detailed consideration of the associated risks.  It is a 
business case that clearly presents the risks, opportunities and threats involved putting them in 
perspective of the investment involved. 
 

251. Business case analysis is a decision support and planning tool that projects the likely financial 
results and other business consequences of an action or investment.  A complete and thorough 
business case provides the YUB with a fuller understanding of the risks and benefits of following 
through on a proposed course of action in light of available alternatives. 

 
252. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 

and recovery of the expenses identified in this project from ratepayers.  There is a complete lack of 
clarity on exactly what has been or will be paid out for this project.  Given that YEC and its board of 
directors has decided to proceed with the project on behalf of its shareholder without seeing the 
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need to request a Part 3 review or any evidence and business case-based review by the YUB, UCG 
submits that YEC and its shareholder should be held accountable for all costs related to this project. 

 
 
Aishihik Electrical and Control Upgrades 

 
253. This $2.511 million project was not mentioned in YEC’s 2012/2013 GRA and has not been 

included in YEC’s Resource Plan.  For a jurisdiction the size of the Yukon and with only a 2,000 
customer base, UCG submits that this should be considered a major project. 
 

254. As has been noted above, the YUB’s directions to YEC in its Order 2009-8 were very clear that 
in future GRA applications, YEC was to include thorough and complete business cases for major 
capital projects.  UCG has outlined the importance of business cases above and submits that the 
YUB must now ensure that YEC takes YUB directions seriously and not simply rubberstamp 
another huge project’s costs to be recovered from ratepayers. 

 
255. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 

and recovery of the expenses identified in this project from ratepayers.  There is a complete lack of 
clarity on exactly what has been or will be paid out for this project.  Given that YEC and its board of 
directors has decided to proceed with the project on behalf of its shareholder without seeing the 
need to request a Part 3 review or any evidence and business case-based review by the YUB, UCG 
submits that YEC and its shareholder should be held accountable for all costs related to this project. 

 
 
Communications Upgrades 

 
256. This $1.003 million project was not mentioned in YEC’s 2012/2013 GRA and has not been 

included in YEC’s Resource Plan.  For a jurisdiction the size of the Yukon and with only a 2,000 
customer base, UCG submits that this should be considered a major project.  When asked to 
provide business case analysis related to the project, YEC stated that it was not able to provide the 
detailed information required for major projects pursuant to YUB Orders 2009-8 and 2013-01 
because it would take considerable time and effort to collect and summarize this information.112  
This obviously means that the information is available but YEC doesn’t think that anyone needs to 
question the projects that they decide to pursue or when they decide to pursue them. 
 

257. As has been noted above, the YUB’s directions to YEC in its Order 2009-8 were very clear that 
in future GRA applications, YEC was to include thorough and complete business cases for major 
capital projects.  UCG has outlined the importance of business cases above and submits that the 
YUB must now ensure that YEC takes YUB directions seriously and not simply rubberstamp 
another huge project’s costs to be recovered from ratepayers. 

 
258. It is unclear from the brief evidence provided in YEC’s application whether any of the planned 

work in this project should be considered maintenance and simply expensed in the year incurred.  
Nor is there any evidence of what alternatives are available that can be enhanced as needed if 
things like smart grid technology is ever actually introduced in the Yukon. 

 
259. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 

and recovery of the expenses identified in this project from ratepayers.  There is a complete lack of 
clarity on exactly what has been or will be paid out for this project.  Given that YEC and its board of 
directors has decided to proceed with the project on behalf of its shareholder without seeing the 
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need to request a Part 3 review or any evidence and business case-based review by the YUB, UCG 
submits that YEC and its shareholder should be held accountable for all costs related to this project. 

 
 
Hydro Unit #WH4 Overhaul 

 
260. This $4.3 million project was not mentioned in YEC’s 2012/2013 GRA and has not been 

included in YEC’s Resource Plan.  For a jurisdiction the size of the Yukon and with only a 2,000 
customer base, UCG submits that this should be considered a major project.  When asked to 
provide business case analysis related to the project, YEC stated that it was not able to provide the 
detailed information required for major projects pursuant to YUB Orders 2009-8 and 2013-01 
because it would take considerable time and effort to collect and summarize this information.113  
This obviously means that the information is available but YEC doesn’t think that anyone needs to 
question the projects that they decide to pursue or when they decide to pursue them. 
 

261. As has been noted above, the YUB’s directions to YEC in its Order 2009-8 were very clear that 
in future GRA applications, YEC was to include thorough and complete business cases for major 
capital projects.  UCG has outlined the importance of business cases above and submits that the 
YUB must now ensure that YEC takes YUB directions seriously and not simply rubberstamp 
another huge project’s costs to be recovered from ratepayers. 

 
262. It is unclear from the brief evidence provided in YEC’s application whether any of the planned 

work in this project should be considered maintenance and simply expensed in the year incurred.  
Nor is there any evidence of what alternatives are available that can be enhanced as needed if 
events unfold as currently forecast. 

 
263. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 

and recovery of the expenses identified in this project from ratepayers.  There is a complete lack of 
clarity on exactly what has been or will be paid out for this project.  Given that YEC and its board of 
directors has decided to proceed with the project on behalf of its shareholder without seeing the 
need to request a Part 3 review or any evidence and business case-based review by the YUB, UCG 
submits that YEC and its shareholder should be held accountable for all costs related to this project. 

 
 
Hydro Unit #MH2 Overhaul 

 
264. This $1.657 million project was not mentioned in YEC’s 2012/2013 GRA and has not been 

included in YEC’s Resource Plan.  For a jurisdiction the size of the Yukon and with only a 2,000 
customer base, UCG submits that this should be considered a major project.  When asked to 
provide business case analysis related to the project, YEC stated that it was not able to provide the 
detailed information required for major projects pursuant to YUB Orders 2009-8 and 2013-01 
because it would take considerable time and effort to collect and summarize this information.114  
This obviously means that the information is available but YEC doesn’t think that anyone needs to 
question the projects that they decide to pursue or when they decide to pursue them. 
 

265. As has been noted above, the YUB’s directions to YEC in its Order 2009-8 were very clear that 
in future GRA applications, YEC was to include thorough and complete business cases for major 
capital projects.  UCG has outlined the importance of business cases above and submits that the 
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YUB must now ensure that YEC takes YUB directions seriously and not simply rubberstamp 
another huge project’s costs to be recovered from ratepayers. 

 
266. It is unclear from the brief evidence provided in YEC’s application whether any of the planned 

work in this project should be considered maintenance and simply expensed in the year incurred.  
Nor is there any evidence of what alternatives are available regarding timing for any of the planned 
work.  In fact, YEC admits that as of September 22, 2017, a significant part of the planning and 
consultation related to this project had not yet been completed.115 

 
267. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 

and recovery of the expenses identified in this project from ratepayers.  There is a complete lack of 
clarity on exactly what has been or will be paid out for this project.  Given that YEC and its board of 
directors has decided to proceed with the project on behalf of its shareholder without seeing the 
need to request a Part 3 review or any evidence and business case-based review by the YUB, UCG 
submits that YEC and its shareholder should be held accountable for all costs related to this project. 

 
 
T&D - Breaker Replacements 

 
268. This $1.35 million project was not mentioned in YEC’s 2012/2013 GRA and has not been 

included in YEC’s Resource Plan.  For a jurisdiction the size of the Yukon and with only a 2,000 
customer base, UCG submits that this should be considered a major project.  When asked to 
provide business case analysis related to the project, YEC stated that it was not able to provide the 
detailed information required for major projects pursuant to YUB Orders 2009-8 and 2013-01 
because it would take considerable time and effort to collect and summarize this information.116  
This obviously means that the information is available but YEC doesn’t think that anyone needs to 
question the projects that they decide to pursue or when they decide to pursue them. 
 

269. As has been noted above, the YUB’s directions to YEC in its Order 2009-8 were very clear that 
in future GRA applications, YEC was to include thorough and complete business cases for major 
capital projects.  UCG has outlined the importance of business cases above and submits that the 
YUB must now ensure that YEC takes YUB directions seriously and not simply rubberstamp 
another huge project’s costs to be recovered from ratepayers. 

 
270. It is unclear from the brief evidence provided in YEC’s application whether any of the planned 

work in this project should be considered maintenance and simply expensed in the year incurred.  
Nor is there any evidence of what alternatives are available regarding timing for any of the planned 
work. 

 
271. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 

and recovery of the expenses identified in this project from ratepayers.  There is a complete lack of 
clarity on exactly what has been or will be paid out for this project.  Given that YEC and its board of 
directors has decided to proceed with the project on behalf of its shareholder without seeing the 
need to request a Part 3 review or any evidence and business case-based review by the YUB, UCG 
submits that YEC and its shareholder should be held accountable for all costs related to this project. 
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T&D - Line Replacement 
 

272. This $11.5 million project was not mentioned in YEC’s 2012/2013 GRA and has not been 
included in YEC’s Resource Plan.  When asked to provide business case analysis related to the 
project, YEC stated that it was not able to provide the detailed information required for major 
projects pursuant to YUB Orders 2009-8 and 2013-01 because it would take considerable time and 
effort to collect and summarize this information.117 This obviously means that the information is 
available but YEC doesn’t think that anyone needs to question the projects that they decide to 
pursue or when they decide to pursue them. 
 

273. As has been noted above, the YUB’s directions to YEC in its Order 2009-8 were very clear that 
in future GRA applications, YEC was to include thorough and complete business cases for major 
capital projects.  UCG has outlined the importance of business cases above and submits that the 
YUB must now ensure that YEC takes YUB directions seriously and not simply rubberstamp 
another huge project’s costs to be recovered from ratepayers. 

 
274. It is unclear from the brief evidence provided in YEC’s application whether any of the planned 

work in this project should be considered maintenance and simply expensed in the year incurred.  
Nor is there any evidence of what alternatives are available regarding timing for any of the planned 
work. 

 
275. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 

and recovery of the expenses identified in this project from ratepayers.  There is a complete lack of 
clarity on exactly what has been or will be paid out for this project.  Given that YEC and its board of 
directors has decided to proceed with the project on behalf of its shareholder without seeing the 
need to request a Part 3 review or any evidence and business case-based review by the YUB, UCG 
submits that YEC and its shareholder should be held accountable for all costs related to this project. 

 
 
Wareham Spillway Gate Hoist Replacements 

 
276. This $2.7 million project was not mentioned in YEC’s 2012/2013 GRA and has not been 

included in YEC’s Resource Plan.  When asked to provide business case analysis related to the 
project, YEC stated that it was not able to provide the detailed information required for major 
projects pursuant to YUB Orders 2009-8 and 2013-01 because it would take considerable time and 
effort to collect and summarize this information.118 This obviously means that the information is 
available but YEC doesn’t think that anyone needs to question the projects that they decide to 
pursue or when they decide to pursue them. 
 

277. As has been noted above, the YUB’s directions to YEC in its Order 2009-8 were very clear that 
in future GRA applications, YEC was to include thorough and complete business cases for major 
capital projects.  UCG has outlined the importance of business cases above and submits that the 
YUB must now ensure that YEC takes YUB directions seriously and not simply rubberstamp 
another huge project’s costs to be recovered from ratepayers. 

 
278. It is unclear from the brief evidence provided in YEC’s application whether any of the completed 

work related to this project should be considered maintenance and simply expensed in the year 
incurred.  Nor is there sufficient evidence of the costs and benefits of alternatives that were 
available nor the reason behind the timing for any of the completed work. 
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279. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 
and recovery of the expenses identified in this project from ratepayers.  There is a complete lack of 
clarity on exactly what has been or will be paid out for this project.  Given that YEC and its board of 
directors decided to proceed and complete the project on behalf of its shareholder without seeing 
the need to request a Part 3 review or any evidence and business case-based review by the YUB, 
UCG submits that YEC and its shareholder should be held accountable for all costs related to this 
project. 

 
 
Whistle Bend Supply/Takhini Upgrade 

 
280. This $11.4 million project was not mentioned in YEC’s 2012/2013 GRA and has not been 

included in YEC’s Resource Plan.  When asked to provide business case analysis related to the 
project, YEC stated that it was not able to provide the detailed information required for major 
projects pursuant to YUB Orders 2009-8 and 2013-01 because it would take considerable time and 
effort to collect and summarize this information.119 This obviously means that the information is 
available but YEC doesn’t think that anyone needs to question the projects that they decide to 
pursue or when they decide to pursue them. 
 

281. As has been noted above, the YUB’s directions to YEC in its Order 2009-8 were very clear that 
in future GRA applications, YEC was to include thorough and complete business cases for major 
capital projects.  UCG has outlined the importance of business cases above and submits that the 
YUB must now ensure that YEC takes YUB directions seriously and not simply rubberstamp 
another huge project’s costs to be recovered from ratepayers. 

 
282. It is unclear from the brief evidence provided in YEC’s application whether any of the completed 

work related to this project should be considered maintenance and simply expensed in the year 
incurred.  Nor is there any evidence of the costs and benefits of alternatives that were available nor 
the reason behind the timing for any of the completed work. 

 
283. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 

and recovery of the expenses identified in this project from ratepayers.  There is a complete lack of 
clarity on exactly what has been or will be paid out for this project.  Given that YEC and its board of 
directors decided to proceed and complete the project on behalf of its shareholder without seeing 
the need to request a Part 3 review or any evidence and business case-based review by the YUB, 
UCG submits that YEC and its shareholder should be held accountable for all costs related to this 
project. 

 
 
LNG Plant 
 
284. When YEC submitted its LNG Plant project to the YUB in December 2013 for review, the 

estimated capital cost (2013$) for the project was $38.8 million, with $34.4 million allocated to the 
initial phase (which was expected to be completed by the end of 2014) and the balance of $4.4 
million being spent at the time the third natural gas-fired unit is installed. 

 
285. In January 2014, YEC prepared a cost update for the initial phase of the LNG Plant project 

which increased the cost to $36.48 million and now included $1.45 million in contingencies related 

                                                           
119 UCG -YEC-1-22 



YEC 2017-2018 GRA – UCG Argument (August 9, 2018) Page 44 
 

to potential cost overruns related to construction contracts, YEC labour costs and engineering 
costs.120 

 
286. The final completion costs for the initial phase of the LNG Plant project were approximately 

$41.933 million which were offset by YDC contributions of $18.3 million in 2015 to support a project 
that was not economically feasible and reduced the total project costs funded by ratepayers to 
$23.63 million.  The $41.933 million price tag is $7.533 million (22%) higher than the costs originally 
submitted to the YUB for review.  While YEC’s application to the YUB in December 2013 was not 
for approval of costs, the test for prudence was based in part on the costs that YEC presented for 
the project. 

 
287. In its current GRA evidence, YEC states that $5.950 million will be spent by December 31, 2018 

on the 3rd LNG generators which is now forecast to cost $6.2 million and not be in-service until Q1 
2019.121  This cost estimate is now $1.8 million (41%) over the budget presented to the YUB to 
convince them that the LNG Plant project was prudent to initiate. 

 
288. UCG is troubled by the justification originally provided for the LNG project and the lack of 

accountability for the costs of the LNG Plant project, especially the tracking of consultant costs vs. 
YEC internal labour costs and the apparent duplication of effort. 

 
289. During the Part 3 review of its December 2013 application for an Energy Project Certificate and 

an Energy Operation Certificate regarding the proposed Whitehorse Diesel - Natural Gas 
Conversion Project, YEC made references in IR responses to the expected backup role for LNG 
generators: 
 

• “After Project commissioning, when backup or peaking power is required, the new gas 
engines will be operated preferentially until additional capacity is required from the 
remaining diesel engines.”122  

 
• “Given the backup use of these engines, the O&M costs are not significant in the overall 

business case compared to the capital costs and annual fuel costs.”123 
 

• “The diesel (WG0) and natural gas plants provide emergency backup and supplement the 
hydro plants in winter when the river flows are lower, during peak demand times and/or 
during an outage.”124 

 
• “As part of the contract discussions, some design changes were made to reflect the backup 

operation of these engines (they may be off for extended periods of time) hence needed 
additional insulation and heat from other sources to keep them warm when they are not 
running.”125 

 
• “Assuming that the facilities will continue to be required for established backup capacity for 

the Yukon grid, it is expected that individual components will be replaced as they reach end 
of life and the Project facilities will not be decommissioned.”126 
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290. When the prudence of the LNG plant investment was being reviewed in 2014 within a Part 3 
review, YEC’s President testified at the oral hearing that the LNG plant was to be used for backup 
and/or emergency purposes127: 

 
“Mr. Janigan: Okay. And can you confirm that the proposed LNG fuel generators will only be 
used for backup and/or emergency purposes? 
 
Mr. Morrison: Mr. Chairman, I just want to be very clear. They are built -- they are installed to 
provide and meet the requirements of our capacity calculations. They will be used to back up 
the system in emergencies. They will be used from time to time if we have a drought situation 
on the system, which is a short-term situation.  If we lose water levels in one of our systems for 
a summer, we would use the LNG and the diesels to provide the additional load required. And, 
obviously, on an annual basis, as we've looked at here, they'll provide small amounts of 
incremental diesel required to meet the system's requirements where there's a deficit on hydro.” 
 

291. Based on the overwhelming evidence that the proposed LNG generators were going to be used 
in a backup capacity and YEC’s claim that there would be significant savings by using LNG gas for 
backup instead of diesel, the YUB recommended approval of the LNG project for Energy Project 
Certificate and an Energy Operation Certificate. 
 

292. During the oral hearing for the current GRA, YEC agreed in sworn testimony that the actual use 
of LNG (backup vs. base load) was indeed an issue that was not properly established by them 
when the conversion project was proposed.128  

 
293. UCG submits that YEC strategically used this tactic in order to get the LNG conversion project 

through initial regulatory hurdles.  UCG requests that the YUB reconsider how the LNG project was 
originally justified, compare it to how the LNG generators are now being used and planned to be 
used, and do something to correct the original recommendation to approve the Energy Project 
Certificate and Energy Operation Certificate. 

 
294. UCG submits that the lack of clarity on exactly what has been or will be paid out for this project 

requires the YUB to direct that an independent audit be conducted on actual expenditures with all 
the costs being held in a WIP until this audit is completed and publicly reviewed. 

 
295. In its February 2005 report on the Mayo-Dawson City Transmission System Project, the Auditor 

General recommended that YEC establish and follow a contracting policy and contracting 
procedures that provide for transparency and competition and ensure best value.129   UCG assumes 
that the procurement policies and guidelines published by YEC on its web site are in response to 
the Auditor General’s recommendations.130 

 
296. Also in its report, the Auditor General specifically noted the following: 
 

“105. Financial management and project cost controls were inadequate. There were significant 
cost overruns in completing the project. We are concerned that the substantial cost overruns 
significantly reduce the savings that can be expected from this project.  As the YEC is 
committed to the position that this project will have no adverse impact on ratepayers, we believe 

                                                           
127 Part 3 Review – Whitehorse Diesel to LNG Conversion Project, Transcript Volume 1 - March 31, 2014, pages 129-130 
128 Transcript, Volume 2 – June 27, 2018, pages 322-326 
129 Auditor General Report on the Mayo-Dawson City Transmission System Project, February 2005, page 15 
130 https://yukonenergy.ca/about-us/purchasing-tenders/procurement-policy-guidelines 

https://yukonenergy.ca/about-us/purchasing-tenders/procurement-policy-guidelines


YEC 2017-2018 GRA – UCG Argument (August 9, 2018) Page 46 
 

it would be important for the Yukon Utilities Board to undertake a comprehensive examination of 
the project's costs when the Corporation seeks to recover them.” 

 
297. In its January 2007 Report to the Commissioner in Executive Council on YEC’s 20-Year 

Resource Plan, the YUB made the following recommendation: 
 
"The Board recommends that YEC adhere to all outstanding recommendations as outlined in 
the Auditor General's Mayo-Dawson City Transmission System Project Report.  In addition, in 
any subsequent major project, YEC should detail how it has adhered to the direction of the 
Auditor General's report."131 

 
298. UCG submits that YEC has not only failed miserably in its efforts to adhere to the direction of 

the Auditor General’s report with respect to the LNG project, but also with respect to several other 
of its capital projects. 
 

299. UCG submits that YEC’s practice of constantly updating the costs of parts of projects when 
pushed and ensuring that the amount of documentation provided in response to questions is as 
vague and puzzling as possible, makes it very difficult for parties such as UCG to get to the straight 
and clear facts of the issues being debated in order to assist the YUB in its decision-making 
process. 

 
300. Although the Public Utilities Act states that the books of account of YEC shall be at all 

reasonable times open to the inspection and examination of any shareholder132, this does not seem 
to apply to the Yukon ratepayers and taxpayers who are the true shareholders of the Crown-owned 
YEC.  UCG was only given access to detailed costs of the LNG Plant project through an Access to 
Information and Privacy (ATIP) request that was blocked at several times by YEC.  UCG submits 
that this illustrates YEC’s practice of bypassing accountability and violation of the public trust. 

 
301. To this day, UCG does not believe that anyone outside of YEC knows if specific contracting 

procedures were followed by YEC in regards to sole-sourced or major management contracts or in-
house specific costs.  UCG submits that there is no way to determine not only accountability, but 
overlap of efforts and costs. 

 
302. UCG submits that the ratepayer impacts that were used to get initial regulatory approval for the 

LNG Plant project have been compromised by cost over-runs. 
 

303. In the Part 3 proceeding for the LNG project, YEC originally claimed in December 2013 that the 
Owner’s Cost was $3.7 million.133 YEC changed this Owner’s Cost estimate on February 27, 2014 
to $2.4 million.134  In response to UCG’s ATIP request on July 31, 2014, the Owner’s Cost was 
updated to just over $1.2 million.  The most recent estimate for Owner’s Cost is now $3.03 million. It 
is not clear what the cost is at this point. 

 
304. Engineering and management costs are now over $5 million which is a 44% increase of the 

estimate provided for the Part 3 review.  According to UCG’s Access to Information request, labour 
costs were $797,188 at the end of 2014, phone and fax costs were $11,000 and travel expense was 
$170,835. The last two costs categories are out-of-control and should be totally disallowed from the 
rate base. 
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305. Planning and permitting as well as decommissioning costs for the diesel generators have all 
increased in cost. 
 

306. UCG submits that the YUB must send a message to YEC that they must adhere to the Auditor 
General’s (and the YUB’s) recommendations by denying recovery of one-third of the cost over-runs 
requested to be placed into rate base. 
 

307. Given the lack of clarity on exactly what has been paid out for this project, UCG submits that the 
YUB should direct that an independent audit be conducted on the LNG Plant project with all the 
costs being held in a WIP until this is completed and publicly reviewed. 

 
 
LNG Third Engine 

 
308. YEC states in its evidence that regulatory reviews have already been concluded for the LNG 

Third Engine project and refers to reviews conducted by the YESAB and the YUB Part 2 hearing.  
UCG notes that the YUB Part 3 hearing was based on evidence that indicated that the third LNG 
engine would cost $4.4 million.135 
 

309. This current $6.2 million project was not mentioned in YEC’s 2012/2013 GRA.  When asked to 
provide business case analysis related to the project, YEC stated that it was not able to provide the 
detailed information required for major projects pursuant to YUB Orders 2009-8 and 2013-01 
because it would take considerable time and effort to collect and summarize this information.136 This 
obviously means that the information is available but YEC doesn’t think that anyone needs to 
question the projects that they decide to pursue or when they decide to pursue them. 
 

310. As has been noted above, the YUB’s directions to YEC in its Order 2009-8 were very clear that 
in future GRA applications, YEC was to include thorough and complete business cases for major 
capital projects.  UCG has outlined the importance of business cases above and submits that the 
YUB must now ensure that YEC takes YUB directions seriously and not simply rubberstamp 
another huge project’s costs to be recovered from ratepayers. 

 
311. It is unclear from the brief evidence provided in YEC’s application why 2019 is chosen as the 

year that this third engine is required.  Nor is there any evidence of the costs and benefits of 
alternatives that are available to this timing or the reason for the significant increase in costs. 

 
312. UCG submits that the lack of clarity on exactly what has been or will be paid out for this project 

requires the YUB to direct that an independent audit be conducted on actual expenditures with all 
the costs being held in a WIP until this audit is completed and publicly reviewed. 

 
313. UCG submits that YEC has presented insufficient evidence to justify the timing of this project 

and recovery of the expenses identified in this project from ratepayers.  Given that YEC and its 
board of directors decided to proceed with the project on behalf of its shareholder without seeing 
the need to request a Part 3 review or any evidence and business case-based review by the YUB, 
UCG submits that YEC and its shareholder should be held accountable for all costs related to this 
project. 

 
 
  

                                                           
135 YEC Application for an Energy Project Certificate and an Energy Operation Certificate, December 9, 2013, page 4 
136 UCG -YEC-1-24 
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Planning Cost Accounting Policy 
 
314. In its Order 2013-01 following the review of YEC’s 2012/2013 GRA, the YUB rejected the 

planning cost accounting policy as filed by YEC at that time.  The YUB did not accept the policy as 
the YUB and intervenors must be given the opportunity to test the prudence of all costs incurred by 
YEC in respect of deferred costs and the YUB felt that the proposed policy would allow the inclusion 
of these costs without any prior scrutiny by the YUB and intervenors.137 
 

315. YEC has now submitted an updated planning cost accounting policy for approval but did not 
submit any evidence in its application to explain how the proposed policy differs from the policy 
rejected in 2013 or how the new policy reflects the YUB’s prior directions from Order 2013-01.  YEC 
provided some detail of the changes made to its proposed planning cost accounting policy in 
response to an interrogatory from the YUB138: 

 
• reference to “Reasonable Assurance Test” was removed to address the confusion about 

deferred or other costs not being included in rates prior to being subject to review and 
approval of the YUB 

 
• new Section 2.3 added to address how viability of planning cost projects will be assessed on 

an ongoing basis 
 

• new Section 2.5 added to clarify how planning costs will be amortized in the event a project 
does not proceed which is designed to mitigate rate impacts from projects in WIP that are 
being closed out and that have costs in excess of $1 million 

 
316. UCG notes that there has been no evidence provided regarding whether YEC has been 

following the proposed planning cost accounting policy since 2013 or if they have been following a 
different set of policies that have morphed into the current proposed policy.  As far as UCG knows, 
there has been no evidence provided regarding the impact that the proposed policy will have versus 
what YEC has been allowed to do to date. 
 

317. The proposed planning cost accounting policy states in section 2.5 that capitalized development 
costs would not be amortized until after the next rate application period following the decision not to 
proceed with the project.  UCG assumes that this means that any deferred costs included within 
Work in Progress after 2013 would not be capitalized to rate base until after the decision is 
rendered on the current General Rates Application. 

 
318. Assuming that YEC has been following this policy since its last rate case, why is YEC showing 

WIP transfers to rate base totaling more than $78 million in 2014 through 2016139 when there has 
been no decision on whether any of these costs would be capitalized?  UCG questions the validity 
of YEC’s financial reporting for these years given that no YUB approval has been given to the 
treatment of these costs. 
 

319. Irrespective of YEC's duty to render service, UCG submits that the question is whether the 
cancelled projects were a cost to YEC of rendering the public utility service for the test period. UCG 
submits that the deferred costs proposed by YEC to be added to rate base do not render any public 
service and should not be included in rate base. 
 

                                                           
137 Appendix A to Board Order 2013-01: Reasons for Decision, page 83 
138 YUB-YEC-1-75 
139 Application, Table 5.1 
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320. YEC indicates that its planning costs for studies that have been closed (or where there has 
been a decision not to proceed with a project) have historically been amortized over 5 years.  YEC 
also admitted that it had not undertaken an extensive study of planning cost amortization 
approaches in other jurisdictions but understood that treatment of planning study costs varies from 
jurisdiction to jurisdiction140. 

 
321. UCG submits that YEC has not provided any evidence from any other jurisdiction where 

expenditures for preliminary surveys, plans, investigations, etc., made for the purpose of 
determining the feasibility of utility projects under contemplation are not recorded in a deferral 
account and, if construction results, the costs are transferred to an appropriate utility plant account 
for recovery.  As a result, the YUB is not able to fulfill its mandate to establish process and policy 
based on a consideration of the policies across Canada. 

 
 

Deferred Study Costs 
 
322. Initially, UCG would like to point out that YEC’s application tables under Tab 5 that provide 

detail on deferred costs is mislabeled as “$000s”.  UCG would also like to point out some of the 
inconsistencies in the data that is being provided by YEC that has caused confusion and extra work 
to prepare this argument submission:  
 
Aishihik Relicensing 

• In the 2016 annual report provided at UCG-YEC-2-43 Attachment 1, the balance of the 
deferred costs is listed as $3.987 million with $524,000 amortization in 2016 leaving an 
accumulated amortization balance of $1.562 million at year-end (net balance of $2.425 
million). 

• In YEC’s Application, Table 5.6 appears to indicate a net balance of $2.401 million ($9.796 
million less $7.395 million in accumulated amortization) after $518,559 in amortization in 
2016. 

 
Regulatory Costs 

• In the 2016 annual report provided at UCG-YEC-2-43 Attachment 1, the balance of the 
deferred costs is listed as $4.260 million with $248,000 amortization in 2016 leaving an 
accumulated amortization balance of $0.799 million at year-end (net balance of $3.461 
million). 

• In YEC’s Application, Table 5.6 appears to indicate a net balance of $3.710 million ($5.027 
million less $1.316 million in accumulated amortization) after $424,666 in amortization in 
2016. 

 
IFRS Planning 

• In the 2016 annual report provided at UCG-YEC-2-43 Attachment 1, the balance of the 
deferred costs is listed as $0 but there is no mention of the IFRS WIP amount of $181,080 
that is contained in YEC’s Application at Table 5.6 or if the IFRS costs are being double-
counted under Regulatory Costs. 

 
Vegetation Management 

• In the 2016 annual report provided at UCG-YEC-2-43 Attachment 1, the balance of the 
deferred costs is listed as $2.216 million. 

• In YEC’s Application, Table 5.6 appears to indicate a balance of $45,153 in the only account 
listed pertaining to vegetation management. 

                                                           
140 UCG -YEC-1-39 
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323. UCG submits that if YEC is providing the same information in multiple documents, it needs to be 
consistent and it would help to have some sort of mapping to allow verification between documents.  
Without consistent reporting, it is impossible to verify amounts that YEC is proposing to recover in 
rates. 
 

324. In its application, YEC indicates that deferred cost capital spending averaged $3 million per year 
from 2013 to 2016 (net of offsetting contributions). Deferred cost capital spending (including 
projects that remain in Work in Progress) was projected at $5.6 million in 2017 and $17.6 million in 
2018 (with no contributions forecast).141 

 
325. In its Order 2013-01 – Reasons for Decision, the YUB made a point of noting that the ability of 

ratepayers to pay for studies is not endless.142  UCG submits that YEC is proposing to add the costs 
of studies and development work to rates that is well beyond the affordability level of Yukon 
ratepayers. 

 
326. In its Order 2013-01 – Reasons for Decision, the YUB directed YEC to provide business cases 

for all projects, including reliability projects, greater than $1 million.  These business cases are to 
include alternatives to the recommended projects as well as the economic impact to ratepayers of 
the recommended projects.143  UCG submits that YEC has fallen short of this direction with respect 
to studies and development work that has been undertaken since 2013. 

 
327. In 2013, YEC is proposing the addition of “Western Copper - Aerial Photo Mapping & Route 

Selection costs ($40,334)” to rate base.  In its Order 2013-01: Reasons for Decision, the YUB 
directed that these costs are to be charged directly to Western Copper.144 UCG submits that these 
costs should not be included in rate base costs that are recovered in rates paid by other Yukon 
ratepayers. 

 
328. YEC is proposing that approximately $13.9 million of deferred costs for feasibility studies, 2016 

Resource Plan, DSM and other projects be added to rate base as at January 1, 2017 which has an 
added impact of $15 million on the rate base for 2018.145  YEC is also proposing that approximately 
$6.3 million of earlier deferred overhaul costs (both hydro and diesel) be brought into the PP&E 
capital works rate base as of January 1, 2017.  An additional $27.5 million of deferred costs are 
forecast to be incurred in WIP for major projects by the end of 2018.146 

 
 
329. UCG assumes that the $13.9 million of deferred costs being proposed as rate base additions in 

2017 are as follows (per Table 5.7 in the Application): 
 
Feasibility Studies    $  8,426,650 
Resource Plan Update - 2016  $  2,004,466 
DSM      $  2,693,854 
Regulatory (excluding DSM)   $     598,206 
Dam Safety Review    $     147,712 
      $13,870,888 
 

                                                           
141 Application, Tables 5.3 through 5.8 under Additions  
142 Order 2013-01: Reasons for Decision, page 77 
143 Order 2013-01: Reasons for Decision, page 65 
144 Order 2013-01: Reasons for Decision, page 63 
145 Application, page 5-4 
146 Application, page 5-31 
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330. Based on its Application, Table 5.8, UCG assumes that another $2.4 million of deferred costs is 
being proposed as rate base additions in 2018 as follows: 
 

Feasibility Studies    $  1,011,792 
Regulatory     $     817,644 
Relicensing     $     500,000 
      $  2,329,436 

 
331. According to the Public Utilities Act: 
 

“32(1) The board, by order, shall determine a rate base for the property of a public utility used or 
required to be used to provide service to the public, and may include a rate base for property 
under construction, or constructed or acquired, and intended to be used in the future to provide 
service to the public.” 

 
332. UCG submits that the “used or required to be used” language in the Public Utilities Act prohibits 

YEC from earning a return on costs that were never included within a capital project.  No utility 
property can be deemed used and useful until it is providing actual utility service to the customers. 
 

333. UCG submits that prudence is not at issue when a statutory prohibition is applied.  YEC's quid 
pro quo for its obligation to serve was monopoly status, not risk-free investments.  UCG submits 
that prudent investments that never provide service should be excluded from the rate base 
calculations. 

 
334. Under Generally Accepted Accounting Principles (GAAP), a company would expense project 

development costs when they are incurred because future benefit is not certain.  If the company can 
show that it will receive specific future benefit from the costs, then some development costs can be 
capitalized. 
 

335. The principles in International Financial Reporting Standards (IFRS) require that an amount of 
expenditure should be capitalized as an asset only if: 

(i) its cost can be measured reliably; 
(ii) it is probable that future economic benefits will flow to the entity; and 
(iii) the expenditure is directly related to an asset under construction and is not related to 

either production activities or maintenance activities. 
 

336. UCG submits that amortization of prudently incurred project development costs over a period of 
years should be done without placing the balance in the rate base thereby allowing a return of, but 
not on, the investment.  In this manner, investors and ratepayers share the burden of project 
cancellation costs. 

 
337. UCG submits that in many cases, a regulator may determine that utilities cannot recover certain 

cost components or require that losses be offset by any resulting savings.  If an investment is 
prudent, wouldn’t it be considered used and useful and thus treated as rate base?  UCG submits 
that no costs associated with rate base should be recoverable and earn a return before an asset is 
fully operational and used for service. 

 
338. Following are UCG’s comments and recommendations regarding the deferred study and 

development costs that YEC is proposing to add to rate base: 
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Feasibility Studies Proposed to be Transferred to 2013 Rate Base 
 

Hydraulic Wood Removal System    $18,556 
 

339. In its deferred costs schedule for 2013147, YEC shows accumulated WIP costs of $13,499 at the 
end of 2012 and the addition of another $5,058 in costs in 2013 associated with what it calls 
“Hydraulic Wood Removal System” but there is no evidence on the record of this proceeding to 
explain why these costs were incurred. 
 

340. In its 2012/2013 GRA, YEC identified a “Hydraulic Wood Removal System for Spill Gates at 
WH” completed feasibility study in 2012 at a cost of $75,000 that was being amortized over 5 years 
starting in 2013.148  There was no other information provided about this project. 

 
341. In its Order 2013-01, the YUB found feasibility project expenditures incurred prior to year-end 

2011 to be prudent and directed that they be capitalized149.  With respect to the Hydraulic Wood 
Removal System for Spill Gates at WH feasibility study, there was no approval to allow any of its 
costs recovered. 

 
342. It is unclear whether the Hydraulic Wood Removal System identified in the current application is 

the same project identified in the 2012/2013 GRA.  UCG submits that there has been no detail 
provided on the costs incurred and there has been no evidence provided that anything has been 
done as a result of this study.  Without any evidence being provided on what the money was spent 
on, it is impossible to conduct any prudency analysis on the proposed $18,556 addition to rate 
base. 

 
343. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 

benefit from the costs incurred for this project so these expenses should not be recovered through 
rates.  UCG submits that none of these costs should be added to rate base nor recovered from 
Yukon ratepayers. 
 
 
Power Canal Leak Investigation     $61,525 

 
344. In its deferred costs schedule for 2013150, YEC shows a proposed transfer to rate base of 

$61,525 associated with what it calls “Power Canal Leak Investigation” but there is no evidence on 
the record of this proceeding to explain when or why these costs were incurred. 
 

345. There was no mention of this project in YEC’s 2012/2013 GRA or the related Order 2013-01. 
 

346. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 
projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.151  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 

                                                           
147 Application, Table 5.3 
148 2012/2013 GRA, Tables 5.6 and 5.7 
149 Order 2013-01 - Reasons for Decision, page 82 
150 Application, Table 5.3 
151 Order 2013-01 - Reasons for Decision, page 82 
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347. UCG submits that there has been no detail provided on the work completed and the costs 
incurred, and there has been no evidence provided that anything has been done as a result of this 
study.  Without any evidence being provided on what the money was spent on, it is impossible to 
conduct any prudency analysis on the proposed $61,525 addition to rate base. 

 
348. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 

benefit from the costs incurred for this project so these expenses should not be recovered through 
rates.  UCG submits that none of these costs should be added to rate base nor recovered from 
Yukon ratepayers. 
 
 
Feasibility Studies Proposed to be Transferred to 2015 Rate Base 
 
Mayo Hydro Bridge Icing Upgrade (2011)   $15,603 

 
349. In its deferred costs schedule for 2013152, YEC shows accumulated WIP costs of $14,499 at the 

end of 2012 and the addition of another $551 in costs in 2013 associated with what it calls “Mayo 
Hydro Bridge Icing Upgrade (2011)” but there is no evidence on the record of this proceeding to 
explain why these costs were incurred. 
 

350. There is also reference to a completed feasibility project “Mayo Hydro Bridge Icing Upgrade” 
with accumulated costs totaling $179,265 at the end of 2012 which YEC appears to have started to 
amortize in 2012 for a 5 year period. 

 
351. In its 2012/2013 GRA, YEC identifies a WIP project called “Study of Ice Processes in the Mayo 

River at Mayo” with accumulated costs of $12,067 in 2010, $167,197 in 2011 and $50,000 in 2012 
(total $229,265) which YEC proposed to start amortizing over a 5 year period starting in 2012.  
Given the dollar amounts, UCG assumes that the “Study of Ice Processes in the Mayo River at 
Mayo” project identified in the last GRA is the same as the “Mayo Hydro Bridge Icing Upgrade” 
project identified in the current application.  Without maintaining consistent project names, YEC 
causes parties like UCG to have to spend a lot of extra time and cost trying to review the evidence 
presented. 

 
352. It is not clear from the evidence provided whether the “Mayo Hydro Bridge Icing Upgrade 

(2011)” project in the current application is connected to the “Study of Ice Processes in the Mayo 
River at Mayo” identified in the 2012/2013 GRA but it appears that they are. 

 
353. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 

projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.153  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
354. UCG submits that there has been no detail provided on the work completed and the costs 

incurred, and there has been no evidence provided that anything has been done as a result of this 
study.  Without any evidence being provided on what the money was spent on, it is impossible to 
conduct any prudency analysis on the proposed $15,603 addition to rate base. 

 

                                                           
152 Application, Table 5.3 
153 Order 2013-01 - Reasons for Decision, page 82 
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355. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 
benefit from the costs incurred for this project so these expenses should not be recovered through 
rates.  UCG submits that none of these costs should be added to rate base nor recovered from 
Yukon ratepayers. 
 

 
System Stability Review      $88,544 

 
356. In its deferred costs schedule for 2013154, YEC shows accumulated costs of $99,961 at the end 

of 2012 for a completed feasibility project that it calls “System Stability Review”.  There is also a 
WIP project by the same name with $99,333 in costs accumulated prior to year-end 2012, an 
unexplained cost reduction of $12,953 in 2013 and a cost addition of $3,164 in 2014 (total $88,544). 
 

357. There was a reference in YEC’s 2012/2013 GRA to a “System Stability Review to ensure the 
electrical system remains stable with any power quality issues identified and addressed with the 
best economic solution”.155  Table 5.5 in the 2012/2013 identifies $99,961 being spent on this 
project in 2011 with another $150,000 proposed to be spent in 2012. 

 
358. In its Order 2013-01, the YUB only found feasibility project expenditures incurred prior to year-

end 2011 to be prudent and directed that they be capitalized156. 
 

359. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 
projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.157  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
360. UCG submits that there has been no detail provided on the WIP costs incurred prior to year-end 

2012 and subsequent expenditures / credits in 2013 and 2014, and there has been no evidence 
provided that anything has been done as a result of this study.  Without any evidence being 
provided on what the money was spent on, it is impossible to conduct any prudency analysis on the 
proposed $88,544 addition to rate base. 

 
361. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 

benefit from the costs incurred for this project so these expenses should not be recovered through 
rates.  UCG submits that none of these costs should be added to rate base nor recovered from 
Yukon ratepayers. 
 
 
Carmacks Airport Substation     $50,627 

 
362. In its deferred costs schedules for 2014 and 2015158, YEC shows costs of $26,220 incurred in 

2014 and $24,407 (total $50,627) for a WIP project that it calls “Carmacks Airport Substation” which 
YEC began to amortize over a 5 year period starting in 2015. 
 

                                                           
154 Application, Table 5.3 
155 2012/2013 GRA, pages 5-48 and 5.5-5 
156 Order 2013-01 - Reasons for Decision, page 82 
157 Order 2013-01 - Reasons for Decision, page 82 
158 Application, Tables 5.4 and 5.5 
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363. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 
projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.159  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
364. UCG submits that there has been no detail provided on the WIP costs incurred for the 

Carmacks Airport Substation project and there has been no evidence provided that anything has 
been done as a result of this study.  Without any evidence being provided on what the money was 
spent on, it is impossible to conduct any prudency analysis on the proposed $50,627 addition to 
rate base. 

 
365. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 

benefit from the costs incurred for this project so these expenses should not be recovered through 
rates.  UCG submits that none of these costs should be added to rate base nor recovered from 
Yukon ratepayers. 
 

 
Feasibility Studies Proposed to be Transferred to 2016 Rate Base 
 
Biogas Study       $16,469 
Biogas Preliminary Design 2     $71,819 

 
366. In its deferred costs schedules for 2014 and 2015160, YEC shows costs of $23,469 incurred in 

2014, a contribution of $7,000 towards this project in 2014 for a completed feasibility project that it 
calls “Biogas Study” at a total net cost of $16,469 which YEC started to amortize over a 5 year 
period starting in 2015. 
 

367. In its deferred costs schedules for 2015 and 2016161, YEC shows costs of $71,468 incurred in 
2015, a contribution of $16,000 in 2015 and additional costs of $350 in 2016 (total $71,818) for a 
WIP project that it calls “Biogas Preliminary Design 2” which YEC started to amortize over a 5 year 
period starting in 2015 under the “Biogas Study” study. 

 
368. This is another example of YEC not maintaining consistent project names and casing parties 

like UCG to have to spend a lot of extra time and cost trying to review the evidence presented. 
 

369. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 
projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.162  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
370. UCG submits that there has been no detail provided on the completed “Biogas Study” feasibility 

project nor the “Biogas Preliminary Design 2“ WIP project and there has been no evidence provided 
that anything has been done as a result of these projects.  Without any evidence being provided on 
what the money was spent on, it is impossible to conduct any prudency analysis on the proposed 

                                                           
159 Order 2013-01 - Reasons for Decision, page 82 
160 Application, Tables 5.4 and 5.5 
161 Application, Tables 5.5 and 5.6 
162 Order 2013-01 - Reasons for Decision, page 82 
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$71,819 addition to rate base and the amortization of the net $16,469 associated with the Biogas 
Study. 

 
371. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 

benefit from the costs incurred for these projects so these expenses should not be recovered 
through rates.  UCG submits that none of these costs should be added to rate base nor recovered 
from Yukon ratepayers. 
 
Home Heating Retrofit Options     $9,684 

 
372. In its deferred costs schedules for 2015 and 2016163, YEC shows costs of $6,270 incurred in 

2015 and $3,414 in 2016 (total $9,684) for a WIP project that it calls “Home Heating Retrofit 
Options” which YEC is proposing to add to rate base in 2016 and start to amortize over a 5 year 
period starting in 2016. 
 

373. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 
projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.164  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
374. UCG submits that there has been no detail provided on the completed “Home Heating Retrofit 

Options” WIP project and there has been no evidence provided that anything has been done as a 
result of these projects.  Without any evidence being provided on what the money was spent on, it 
is impossible to conduct any prudency analysis on the proposed $9,684 addition to rate base and its 
proposed amortization. 

 
375. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 

benefit from the costs incurred for this project so these expenses should not be recovered through 
rates.  UCG submits that none of these costs should be added to rate base nor recovered from 
Yukon ratepayers. 
 
 
Electric Vehicle Technical Study    $67,919 

 
376. In its deferred costs schedules for 2015 and 2016165, YEC shows costs of $52,444 incurred in 

2015 and $15,475 in 2016 and contributions of $3,500 in 2016 (total $64,419) for a WIP project that 
it calls “Electric Vehicle Technical Study” which YEC is proposing to add to rate base in 2016 and 
start to amortize over a 5 year period starting in 2016. 
 

377. UCG suspects that this project is related to a report prepared by ICF International in 2016 that 
found modest potential for electric vehicles in the Yukon, comparably modest GHG reduction 
potential and a constrained market potential for electric vehicles because of the cold weather.  ICF 
recommended that YEC support the deployment of electric vehicles through education and 
outreach to interested consumers (an O&M expense). 

 
378. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 

projects that are deemed feasible to move forward should remain in WIP until such time that the 
                                                           
163 Application, Tables 5.5 and 5.6 
164 Order 2013-01 - Reasons for Decision, page 82 
165 Application, Tables 5.5 and 5.6 
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project is set aside and YEC comes before the YUB for a prudence review.166  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
379. UCG submits that there has been no detail provided on the completed “Electric Vehicle 

Technical Study” WIP project and there has been no evidence provided that anything has been 
done as a result of this project.  Without any evidence being provided on what the money was spent 
on, it is impossible to conduct any prudency analysis on the proposed $67,919 addition to rate base 
and its proposed amortization. 

 
380. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 

benefit from the costs incurred for this project so these expenses should not be recovered through 
rates.  The only benefit realized from this project appears to be to ICF as it was hired to present its 
findings at the Electric Vehicle Symposium and Exhibition in Montreal in June 2016. 

 
381. UCG submits that there is no prudent reason substantiated by evidence why these costs should 

be recovered from ratepayers. 
 

 
Feasibility Studies Proposed to be Transferred to 2017 Rate Base 

Gladstone Diversion      $  4,521,265 
 

382. In its Order 2013-01 - Reasons for Decision dated March 25, 2013, the YUB found that this 
project had potential to be viable and directed that all project expenditures be held in WIP until the 
project is completed.  YEC was directed to cease work on this project if and when YEC concluded 
that there is no net economic benefit of the project to ratepayers.  While YEC may have identified 
how much had been spent during the pre-feasibility stage of this project during the review of its 
2012/2013 GRA, in its decision, YUB made no determination on the prudence of any of the costs 
incurred. 
 

383. The record of the current proceeding does not contain any evidence regarding details of the 
$4.5 million in costs incurred and when they were incurred.  It is evident from YEC’s IR responses 
that the Kluane First Nation Council made it clear in 2010 and 2011 that they were opposed to the 
project but YEC continued to incur an unknown amount of costs after these statements of 
opposition167.  UCG submits that any costs incurred after YEC received notice of this opposition to 
the project were incurred based on management’s decision to proceed on behalf of the 
shareholder’s interest not ratepayers’ interests. 

 
384. The pre-feasibility costs that YEC has incurred related to this project are not “used and useful” 

in the normal way that rate base assets must be to attract a return on investment. UCG submits that 
no utility property shall be deemed used and useful until it is providing actual utility service to the 
customers.  In no way should any of these pre-feasibility costs be considered an asset to be added 
to YEC’s rate base on which YEC earns a return. 

 
385. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 

benefit from the costs incurred for this pre-feasibility project so these expenses should be expensed 
in the years in which they were incurred. 

 

                                                           
166 Order 2013-01 - Reasons for Decision, page 82 
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386. UCG submits that It is clear that YEC was not thinking clearly when this project was proposed 
(i.e., diverting water currently flowing from the Gladstone River into Kluane Lake within a national 
park to flowing into the Aishihik reservoir).  UCG submits that this project should never have made it 
past the first stage of feasibility. 

 
387. UCG submits that YEC should not have proceeded with this project without first acquiring 

absolute support (i.e., a signed contractual arrangement) from the two First Nations affected 
(Champagne and Aishihik FN and Kluane FN) before ever proceeding with spending of millions of 
dollars. 

 
388. UCG submits that YEC should be directed to provide details of what costs were incurred and 

exactly when they were incurred.  With this detail, the YUB will be able to identify how much of 
these costs will be expensed, in which years these costs should be booked as an expense, and 
how much of these costs should be to the account of the shareholder.  Until that determination can 
be made, UCG submits that none of the costs should be added to rate base nor recovered from 
Yukon ratepayers. 

 
389. UCG submits that the lack of clarity on exactly what has been or will be paid out for this project 

requires the YUB to direct that an independent audit be conducted on actual expenditures with all 
the costs being held in a WIP until this audit is completed and publicly reviewed. 

 
 

Climate Change Study      $     598,120 
 

390. The record of the current proceeding does not contain any evidence regarding details of the 
$598,120 in costs incurred (UCG assumes) to develop a plan for YEC to mitigate and adapt to 
potential climate change effects on existing and future assets. 
 

391. According to YEC’s 2012/2013 GRA168, a climate change study was required to assess potential 
effects of climate change on YEC’s infrastructure and determine any plan required to adapt to, and 
mitigate the potential climate change effects on existing and future assets. This includes an 
education component for key YEC staff on mitigation and adaptation to climate change effects that 
need to be considered by YEC.  The budget for this study was $156,659 but YEC has managed to 
rack up nearly $600,000 in expenditures with no detail on why the costs have skyrocketed. 

 
392. According to the Resource Plan submitted with this GRA, the potential effects of climate change 

on electricity needs was reviewed and found to have a relatively small impact on expected future 
demands, slightly reducing peak and energy demand.  Given the small impact and the risks 
involved in planning to meet customer peak demand, YEC has not assumed a load reduction due to 
climate change.169 

 
393. UCG submits that there has been no detail provided on the costs incurred and there has been 

no evidence provided that anything has been done as a result of this study including the proposed 
education component.  Without any evidence being provided on what the money was spent on, it is 
impossible to conduct any prudency analysis on the original budget or the $450,000 over-budget 
expenditures. 

 
394. YEC has provided no evidence that Yukon ratepayers have received or will receive any specific 

benefit from the costs incurred for this climate change study so these expenses should not be 
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recovered through rates.  UCG submits that none of these costs should be added to rate base nor 
recovered from Yukon ratepayers. 
 
 
Detailed Line Inspection     $     428,362 

 
395. According to YEC, in order to properly plan and execute transmission line maintenance in an 

efficient and cost effective manner, having detailed and accurate information is critical. This project 
involves engaging a contractor to perform a ground and aerial survey in order to inspect and 
document the condition of every component of the transmission line structures. During the test 
years, the lines planned for inspection are L171 (Takhini to Aishihik), L172 (Riverside to Takhini), 
L169 (L172 to McIntyre Substation), L170 (Takhini to Carmacks), and L178 (Carmacks to Faro). 
 

396. UCG questions why work that is needed to execute maintenance on existing assets is not 
treated like any other maintenance work.  There has been no evidence provided that indicates that 
any of this inspection will lead to anything other than maintenance work so UCG submits that these 
costs should be expensed in the years in which these costs were incurred. 
 
 
Whitehorse Diesel Plant Conversion    $     318,814 
 

397. In its deferred costs schedules for 2013 through 2017, YEC shows accumulation of $318,814 in 
costs associated with what it calls “Whitehorse diesel plant conversion” but there is no evidence on 
the record of this proceeding to explain why these costs were incurred. 
 

398. In its Report to the Minister regarding YEC’s proposed LNG conversion project, the YUB was 
satisfied with the latest cost estimate provided by YEC and that sufficient contingencies are in place 
to cover any unplanned variances.170  The last capital cost estimate provided by YEC during the 
2014 review of the LNG conversion project was $36.5 million for the project to the end of 2014 and 
$5.5 million for the third engine in 2016 (including an added contingency of $1.1 million).  In its 
report to the Minister, the YUB was satisfied, from a capital cost perspective, that the Whitehorse 
Diesel to Natural Gas Conversion Project, as was proposed at that time by YEC, was reasonable. 

 
399. According to evidence in the current proceeding, the final completion costs for the LNG 

conversion project were approximately $41.933 million.  This is a cost overrun of $5.45 million 
related to construction contract cost increases, more detailed engineering work, YEC labour costs, 
permits and demolition work.  According to the YUB, the approved budget of $36.5 million was 
enough to cover any unplanned variances in costs.  While UCG submits that some of the added 
costs should have been anticipated by anyone who knows how to properly plan a project, there is 
absolutely no reason why these added costs should be put on the backs of Yukon ratepayers. 

 
400. Evidence submitted in this current proceeding provides a summary of when all of costs 

associated with the Whitehorse Diesel to Natural Gas Conversion Project were incurred in 2013 
through 2016.171 

 
401. UCG submits that since YEC has provided no evidence to explain the additional $318,814 in 

costs associated with the conversion of Whitehorse diesel to LNG to allow for a prudency review of 
these costs, none of these costs should be added to rate base nor recovered from Yukon 
ratepayers. 
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Large Hydro       $     291,237 
 

402. In its deferred costs schedules for 2013 through 2017, YEC shows accumulation of $291,237 in 
WIP costs associated with what it calls “Large Hydro” but there is no evidence on the record of this 
proceeding to explain why these costs were incurred. 
 

403. If these feasibility study costs were incurred to screen and/or update costs for potential hydro 
developments, then YEC is obligated to allow for a prudency review of the costs by providing 
evidence to explain how Yukon ratepayers have or will receive any specific benefit from the costs 
incurred for this pre-feasibility project.  At the very least, some detail needs to be provided on what 
costs were incurred before being allowing them to be added to rate base. 

 
404. UCG submits that none of these costs should be added to rate base nor recovered from Yukon 

ratepayers. 
 
 
LNG Transportation Options     $     277,700 
LNG Supply Option      $     273,095 
LNG Transportation Options Contribution   ($      15,000) 

 
405. In its deferred costs schedule for 2017, YEC proposes that studies related to LNG transportation 

and supply options be added to rate base.  In its Order 2013-01 related to YEC’s 2012/2013 GRA, 
the YUB specifically directed that any costs relating to LNG supply chain, as opposed to the 
economic viability of generating electricity, will not be paid by ratepayers until YEC demonstrates 
that those costs are solely for the benefit of ratepayers of electrical energy.172 
 

406. UCG submits that YEC has not provided any evidence related to these studies which would 
justify any of the costs being paid by Yukon ratepayers so these proposed additions to rate base 
should be disallowed. 
 
 
Condition Assessment of Selected YEC Assets  $     230,631 

 
407. In its deferred costs schedules for 2013 through 2017, YEC shows accumulation of $230,631 in 

completed project costs associated with what it calls “Condition Assessment of Selected YEC 
Assets” but there is no evidence on the record of this proceeding to explain why these costs were 
incurred. 
 

408. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 
specific benefit from the costs incurred for this feasibility project nor any evidence as to what type of 
work (maintenance or capital) might result from this assessment.  In fact, there has been no 
evidence submitted that indicates that any work resulted from this assessment. 

 
409. UCG submits that there is no prudent reason substantiated by evidence why these costs should 

be recovered from ratepayers. 
 
 

  

                                                           
172 Order 2013-01 - Reasons for Decision, page 79 



YEC 2017-2018 GRA – UCG Argument (August 9, 2018) Page 61 
 

Condition Assessment of WH & WD Assets   $     227,969 
 

410. In its deferred costs schedules for 2015 through 2017, YEC shows accumulation of $227,969 in 
WIP costs associated with what it calls “Condition Assessment of WH & WD Assets” but there is no 
evidence on the record of this proceeding to explain why these costs were incurred. 
 

411. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 
specific benefit from the costs incurred for this feasibility project nor any evidence as to what type of 
work (maintenance or capital) might result from this assessment.  In fact, there has been no 
evidence submitted that indicates that any work resulted from this assessment. 

 
412. UCG submits that there is no prudent reason substantiated by evidence why these costs should 

be recovered from ratepayers. 
 

 
Cross Arm Replacements Evaluation    $     189,614 

 
413. In its deferred costs schedule for 2017, YEC shows a transfer to rate base of $189,614 and the 

start of a 5 year amortization of costs related to a completed project referred to as “Cross Arm 
Replacements Evaluation”. 
 

414. There is no evidence on the record of this proceeding to explain why or when these costs were 
incurred.  This project does not show up in any deferred cost schedule prior to 2017. 

 
415. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific benefit from the costs incurred for this feasibility project nor any evidence as to what type of 
work (maintenance or capital) might result from this assessment.  In fact, there has been no 
evidence submitted that indicates that any work resulted from this assessment. 

 
416. UCG submits that there is no prudent reason substantiated by evidence why these costs should 

be recovered from ratepayers. 
 
 
Whitehorse Turbine Re-runnering    $     145,205 

 
417. In its deferred costs schedule for 2016, YEC shows a WIP cost of $145,205 being incurred for 

“Whitehorse Turbine Re-runnering” which is being proposed as a 2017 rate base addition. 
 

418. There is no evidence on the record of this proceeding to explain why or when these costs were 
incurred.  UCG assumes that it has something to do with replacing turbine runners but there is no 
explanation provided on whether these were costs incurred to lead to a capital project to actually 
replace turbine runners or if this was just a feasibility study that indicated that the runners do not 
need to be replaced.  This project does not show up in any deferred cost schedule prior to 2016. 

 
419. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific benefit from the costs incurred for this feasibility project nor any evidence as to what type of 
work (maintenance or capital) might result from this feasibility assessment.  In fact, there has been 
no evidence submitted that indicates that any work resulted from this assessment. 

 
420. UCG submits that there is no prudent reason substantiated by evidence why these costs should 

be recovered from ratepayers. 
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Asset Condition Assessment     $     127,545 
 

421. In its deferred costs schedule for 2016, YEC shows a WIP cost of $127,545 being incurred for 
“Asset Condition Assessment” which is being proposed as a 2017 rate base addition. 
 

422. There is no evidence on the record of this proceeding to explain why or when these costs were 
incurred.  There is no explanation provided on whether these were costs incurred to lead to a 
capital project or if this was just a feasibility study that indicated that maintenance work may have 
been needed.  This project does not show up in any deferred cost schedule prior to 2016. 

 
423. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific benefit from the costs incurred for this feasibility project nor any evidence as to what type of 
work (maintenance or capital) might result from this asset assessment.  In fact, there has been no 
evidence submitted that indicates that any work resulted from this assessment. 

 
424. UCG submits that there is no prudent reason substantiated by evidence why these costs should 

be recovered from ratepayers. 
 
 
Enterprise Risk Management Report    $     169,398 

 
425. In its deferred costs schedule for 2013, YEC shows a completed “Enterprise Risk Management 

Report” feasibility project costing $43,767.  YEC’s 2014 deferred costs schedule shows the start of 
a 5 year amortization of the 2013 Enterprise Risk Management Report and a WIP addition for an 
“Enterprise Risk Management” project of $100,542.  In its deferred costs schedules for 2015 and 
2016, YEC has added another $68,856 to this second Enterprise Risk Management project (total 
$169,398).  This second Enterprise Risk Management study is not being proposed as a 2017 rate 
base addition. 
 

426. There is no evidence on the record of this proceeding to explain why a total of $213,165 has 
been incurred to study Enterprise Risk Management since 2013 nor any evidence as to what type of 
work (maintenance or capital) might result from these studies.  In fact, there has been no evidence 
submitted that indicates that any work resulted from these studies. 

 
427. If YEC undertook these studies to protect and create value for its shareholder, then these costs 

should be at the expense of the shareholder. 
 

428. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 
specific benefit from the costs incurred for these feasibility projects nor any evidence as to what 
type of work (maintenance or capital) might result from this studies.  In fact, there has been no 
evidence submitted that indicates that any work resulted from these studies. 

 
429. UCG submits that there is no prudent reason substantiated by evidence why this $213,165 in 

costs should be recovered from ratepayers. 
 

 
  



YEC 2017-2018 GRA – UCG Argument (August 9, 2018) Page 63 
 

Wind Feasibility - Ferry Hill     $     118,743 
 

430. In its 2012/2013 GRA, YEC indicated that it had incurred costs of $36,124 in 2010 and 
$391,917 in 2011 (total $428,041) related to a “Wind Feasibility – Ferry Hill” study which it proposed 
to start amortizing over 5 years starting in 2012 ($85,523 in 2012).173 
 

431. YEC’s 2012/2013 GRA also included an additional $100,000 in 2012 (forecast) and $100,000 in 
2013 (forecast) for a total of $627,617 related to the same “Wind Feasibility – Ferry Hill” study which 
increased the amortization to $105,523 in 2013.174 

 
432. As noted above, in its Order 2013-01 following the review of YEC’s 2012/2013 GRA, the YUB 

rejected the planning cost accounting policy proposed by YEC at that time.  The YUB did not accept 
the policy as the YUB and intervenors must be given the opportunity to test the prudence of all 
costs incurred by YEC in respect of deferred costs and the YUB felt that the proposed policy would 
allow the inclusion of these costs without any prior scrutiny by the YUB and intervenors. 

 
433. In its Order 2013-01, the YUB found feasibility project expenditures incurred prior to year-end 

2011 to be prudent and directed that they be capitalized175.  With respect to the Wind Feasibility - 
Ferry Hill (now Tehcho) feasibility study, YEC had spent $428,041 which was to be amortized over 
5 years (which YEC had started in 2012).  There was no approval to move any additional costs 
associated with the Wind Feasibility – Ferry Hill project out of WIP or to start amortizing them. 

 
434. In fact, the YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 

projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.176  UCG submits that a 
prudence review needs evidence on work completed before it can be evaluated. 

 
435. In the deferred costs schedule for 2013 in its current application, YEC shows a completed “Wind 

Feasibility – Ferry Hill (2011)” study costing $427,617 being amortized over 5 years starting in 2012 
($85,523 per year).  YEC also shows a “Wind Feasibility - Ferry Hill” project in WIP for which YEC 
incurred costs of $36,902 in 2012, $36,715 in 2013, $39,944 in 2014, $2,620 in 2015 and $2,562 in 
2016 (total $118,743) which YEC is now proposing as a 2017 rate base addition. 

 
436. There is no evidence on the record of this proceeding to explain why another $118,743 has 

been spent on a wind feasibility study associated with Ferry Hill nor any evidence as to what type of 
work (maintenance or capital) might result from this additional feasibility study.  In fact, there has 
been no evidence submitted that indicates that any work resulted from this study. 

 
437. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific benefit from the costs incurred for this feasibility project nor any evidence as to what type of 
work (maintenance or capital) might result from this study over and beyond what had been 
completed prior to 2012.  In fact, there has been no evidence submitted that indicates that any work 
resulted from this study. 

 
438. UCG questions how many wind studies are actually required at these constantly escalating 

costs. 
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439. UCG submits that there is no prudent reason substantiated by evidence why this $118,743 in 
costs should be recovered from ratepayers. 
 
 
Life Cycle Analysis LNG/Diesel    $     118,036 

 
440. In its deferred costs schedules for 2014 through 2016, YEC shows accumulation of $118,036 in 

WIP costs associated with what it calls “Life Cycle Analysis LNG/Diesel” but there is no evidence on 
the record of this proceeding to explain why these costs were incurred.  YEC is proposing that these 
costs be accepted as a 2017 rate base addition. 
 

441. There is no evidence on the record of this proceeding to explain why $118,036 has been spent 
on a LNG/Diesel life cycle analysis in a separate project given all of the work that was completed 
leading up to the conversion in 2015 of the Whitehorse diesel generators to LNG.   

 
442. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific benefit from the costs incurred for this feasibility project nor any evidence as to what type of 
work (maintenance or capital) might result from this study.  In fact, there has been no evidence 
submitted that indicates that any work resulted from this study. 

 
443. UCG submits that there is no prudent reason substantiated by evidence why this $118,036 in 

costs should be recovered from ratepayers. 
 
 
Aishihik Turbine Re-runnering     $     115,894 

 
444. In its 2012/2013 GRA, YEC proposed a $150,000 (2012) Aishihik Hydro Turbine Re-runnering 

feasibility study to determine if it was feasible and cost effective install new turbine runners at the 
Aishihik plant at a cost of $4 million.  The YUB did not specifically approve this feasibility study and 
stated that project expenditures incurred in 2012 and 2013 and beyond are to be held in WIP until 
such time the costs are brought before the YUB for a prudence review and have been approved. 
 

445. In its deferred costs schedules for 2013 through 2016, YEC shows accumulation of $115,894 in 
WIP costs associated with what it calls “Aishihik Turbine Re-runnering” but there is no evidence on 
the record of this proceeding to explain how these costs were incurred and what expenses are 
represented by these amounts.  YEC is proposing that these costs be accepted as a 2017 rate base 
addition. 

 
446. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific benefit from the costs incurred for this feasibility project nor any evidence as to what type of 
work (maintenance or capital) might result from this study.  In fact, there has been no evidence 
submitted that indicates that any work resulted from this study. 

 
447. UCG submits that there is no prudent reason substantiated by evidence why this $115,894 in 

costs should be recovered from ratepayers. 
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Building Condition Reports     $     104,405 
 

448. In its deferred costs schedule for 2015, YEC shows a WIP “Building Condition Report 2015” 
feasibility project costing $133,749.  The same WIP project is renamed “Building Condition Report” 
in the 2016 deferred costs schedule and indicates a $29,344 credit to the project costs which now 
total $104,405.  YEC is proposing that these costs be included as a rate base item in 2017. 
 

449. In its list of General Plant & Equipment projects for 2018, YEC lists a “Building Condition Report 
Response” project costing $299,000.177  YEC indicates that during 2016, an external consultant was 
hired to perform an asset assessment on YEC-owned buildings and facilities that have not recently 
been evaluated, mainly consisting of staff houses and administration buildings.  A number of 
building components were identified at each location as being at end of life or not in compliance 
with applicable code regulations.  The 2018 project is supposed to address the concerns identified 
by the report and bring YEC buildings up to an acceptable condition.178  

 
450. First, if YEC hired a consultant in 2016, why were a majority of the Building Condition Report 

costs incurred in 2015?  Second, if the Building Condition Report resulted in the proposed 2018 
project, why isn’t the report costs rolled into the 2018 project costs and amortized over the life of 
that project? 

 
451. There is no evidence on the record of this proceeding to explain how and when the $104,405 in 

study costs were incurred and whether they were prudent nor is there any evidence provided as to 
the type of work that will be undertaken in the proposed 2018 capital project (some of which may be 
better classified as maintenance).  Was there a bidding process to hire the consultant?  What were 
the actual costs covered by the contract with the consultant?  Why was there a credit to the study 
WIP account in 2016? 

 
452. UCG submits that there is no prudent reason substantiated by evidence why this $104,405 in 

costs should be recovered from ratepayers as proposed by YEC. 
 
 
Time of Use Rate Structure and Smart Grid   $     100,000  

 
453. In its application, YEC proposed to undertake a $100,000 feasibility study in 2017 to assess the 

potential for a time of use rate structure and associated smart grid to shift electricity demand to off-
peak times.  Additional project deliverables include implementation cost and schedule estimates, 
estimate of demand offset and potential savings, and development of smart grid conceptual network 
architecture.179  YEC is proposing that, without knowing the results of the study, these costs should 
be added to 2017 rate base and amortized over 5 years starting in 2017. 
 

454. In its Order 2013-01 regarding YEC’s 2012/2013 GRA, the YUB stated that project expenditures 
incurred in 2012/2013 and beyond are to be held in WIP until such time the costs are brought 
before the YUB for a prudence review and have been approved.180 

 
455. UCG submits that the YUB needs to have evidence regarding how and on what these costs 

were incurred in order to make a prudence determination.  There is no evidence on the record of 
this proceeding to explain how, if and when the $100,000 in study costs were incurred in 2017 and 

                                                           
177 Application, Table 5.2 
178 Application, page 5.3-9 
179 Application, page 5.4-3 
180 Order 2013-01 - Reasons for Decision, page 82 



YEC 2017-2018 GRA – UCG Argument (August 9, 2018) Page 66 
 

whether they were prudent.  It is YEC’s burden to establish prudence and they have not provided 
any evidence to justify the proposed treatment or that these costs were even incurred during 2017. 

 
456. When given an opportunity in this proceeding to discuss its views respecting time-of-use 

metering, YEC did not say anything about it.181 
 

457. The difficulty that UCG has with this proposed study is that time-of-use rates require smart 
meters and smart grid technology, as well as the costs associated with a data management system, 
workforce management, integration and customer education costs.  On top of that are the stranded 
costs associated with conventional or accumulation meters removed at the time of installation of 
smart meters.   

 
458. In its Order 2014-06 regarding YECL’s 2013-2015 GRA182, the YUB rejected YECL’s $3.9 

million proposed project to convert conventional electronic and mechanical meters to automated 
meter reading (AMR) technology in part because YECL confirmed that the proposed AMR meters 
will remain more expensive for ratepayers for at least 8 years after installation versus the status 
quo.  The YUB agreed with intervenors that 8+ years was too long for such a small customer base 
and given the rate at which technology changes. 

 
459. UCG submits that it is beyond comprehension how YEC could even think that time-of-use rates 

and smart meters could be any more economically viable for their total customer base of less than 
2,000 and that a study was warranted. 

 
460. Recent decisions in other jurisdictions have denied similar requests to pursue smart meters.  

For example, in New Brunswick, the Energy and Utilities Board has said no to New Brunswick 
Power’s application to install smart meters because the estimated capital cost for the project did not 
constitute a positive business case and therefore was not in the public interest despite New 
Brunswick Power (a Crown corporation) arguing (as YEC has argued) that the meters would lead to 
decreased consumption and lower costs for the utility183.  Similar to the New Brunswick case, YEC 
has not provided any proof that there will be positive impacts for Yukon ratepayers if smart meters 
and time-of-use rates are introduced in the Yukon. 

 
461. UCG submits that there is no prudent reason substantiated by evidence why this $100,000 in 

costs should be recovered from ratepayers as proposed by YEC. 
 
 
Vegetation Management on Powerline ROW   $       45,153 

 
462. In its Order 2013-01, the YUB directed YEC to create a vegetation management deferral 

account to defer brushing costs in excess of 2011 actual brushing costs.  YEC indicates in its 
application that the vegetation management deferral account has a balance of $2.215 million at the 
end of 2016 and is seeking approval to amortize the 2016 balance of the vegetation management 
deferral account over 10 years ($0.222 million per year) and is seeking approval to eliminate the 
requirement to defer brushing costs in excess of 2011 actual brushing costs. 
 

463. In its deferred costs schedule for 2016, YEC shows a WIP project “Vegetation Management on 
Powerline ROW” for which it incurred costs of $45,153.  YEC is proposing to add these WIP costs 
to rate base in 2017. 
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464. UCG is confused as to what these costs are supposed to represent.  YEC has already identified 
$571,000 in actual deferred vegetation management for 2016184 and there is no explanation 
provided in evidence for what the additional $45,153 represents. 

 
465. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific long-term benefit from the costs incurred for this WIP project nor any evidence as to why 
vegetation management wouldn’t be identified as a maintenance expense in the year it is incurred. 

 
466. UCG submits that there is no prudent reason substantiated by evidence why this $45,153 in 

maintenance costs should be recovered from ratepayers as proposed by YEC.  UCG submits that 
this is a maintenance expense that should be recovered from revenues earned in 2016. 
 

 
LNG Third Engine Assessment     $       40,464 

 
467. To partially address a capacity shortfall it has identified, YEC is planning to proceed to install 4.4 

MW of new LNG generation capacity at Whitehorse in Q1 2019.  In its evidence, YEC states that 
$5.950 million will be spend by December 31, 2018 on this $6.2 million project and it is not forecast 
to be in-service until Q1 2019 (and therefore not affect rate base in 2017 or 2018).185 
 

468. In its deferred costs schedule for 2016, YEC shows a WIP project called “LNG Third Engine 
Assessment” with costs totaling $25,464 in 2016.  In its deferred costs schedule for 2017, YEC 
shows a WIP project at line 102 of the Table 5.7 spreadsheet that contains a reference error.  UCG 
assumes that this line refers to the LNG Third Engine Assessment project which totals $40,464 in 
WIP at the end of 2017 which YEC is proposing to add to 2017 rate base and amortize over 5 
years. 

 
469. UCG does not understand why these assessment costs would not already be included within 

the $5.95 million already identified under the LNG Third Engine capital project. 
 

470. There is no evidence on the record of this proceeding to explain how and when the $40,464 in 
assessment costs were incurred and whether they were prudent.  YEC states in its evidence that it 
commissioned a small study in late 2016 to review options for commercially available gas-fired 
engines to meet desired performance requirements with the third LNG engine at the current LNG 
facility186 but it is not clear whether these costs are part of the $3.045 million identified as being 
spent in 2016 and 2017 on the capital project or if this was a study identified under the WIP project. 

 
471. UCG submits that there is no prudent reason substantiated by evidence why this $40,464 in 

WIP costs should be recovered from ratepayers as proposed by YEC.   
 
 
Resource Plan Update - 2016     $  2,004,466 

 
472. YEC states in its application that the 2016 Resource Plan update is forecast to cost $2.004 

million and will be completed in 2017.  YEC is proposing to add these costs to rate base in 2017 
and amortize the costs over 5 years starting in 2017.  YEC states that these costs primarily relate to 
internal and external consultant costs. 
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473. In its deferred costs schedules for 2015 through 2017, YEC shows a WIP “Resource Plan 
Update – 2016” project with costs accumulating to $2,004,466 over these 3 years.  There is no 
detail provided in evidence regarding what these costs entailed, especially versus the cost of the 
2011 Resource Plan Update that cost $978,388.  All YEC has provided is general statements 
regarding the type of work undertaken at a cost of over $2 million. 

 
474. As has been noted previously, the YUB cautioned YEC in its Order 2013-01 that feasibility 

expenditures associated with projects that are deemed feasible to move forward should remain in 
WIP until such time that the project is set aside and YEC comes before the YUB for a prudence 
review.187  UCG submits that a prudence review needs evidence on work completed and the 
associated costs before it can be evaluated. 

 
475. UCG submits that the YUB needs to have evidence regarding how and on what these costs 

were incurred in order to make a prudence determination.  There is no evidence on the record of 
this proceeding to explain how, if and when the $2,004,466 in costs were incurred in 2015 through 
2017 and whether they were prudent.  It is YEC’s burden to establish prudence and they have not 
provided any evidence to explain how these costs were incurred or to justify the proposed rate base 
treatment.  Only where costs are determined to be prudent can the YUB allow YEC an opportunity 
to recover them through rates. 

 
476. During the oral hearing, YEC’s President states that 2016 Resource Plan was a project 

managed by internal staff with assistance from consultants for specific pieces of detailed work.188 
 

477. The evidence contradicts this sworn statement.  In response to transcript undertaking #20, YEC 
states that internal costs were $0.624 million and consultant costs were $1.38 million or 69% of the 
project cost. 

 
478. This is a significant project and YEC has not provided a single piece of evidence that outlines 

the details of internal costs incurred, where and if O&M costs already recovered in rates have been 
removed from O&M expenses as a result of this project, describes how the consultant contracts 
were awarded, why internal resources could not be used to perform functions outsourced, etc. 

 
479. UCG questions why, for a project that was supposedly an internally managed project, so many 

activities were farmed out to consultants (at higher costs).  For example,  
• $135,000 spent on consultants for public engagement, presentation and document 

production.  Why couldn’t YEC’s internal staff that are already paid for through revenues 
recovered from ratepayers perform these functions? 

• $56,000 paid to BC Hydro for portfolio analysis and capacity expansion model.  Doesn’t 
YEC (or even AEY) already have the expertise in-house to perform these tasks. 

• $128,000 paid to Hatch consultants to use the VISTA interactive compilation system to find 
a way to optimize YEC’s systems in some way (although absolutely no detail is provided) 
that YEC’s own engineering staff could not figure out. 

• $57,000 for a “technical advisor” although there is no evidence regarding what technical 
expertise above what is within YEC was required. 

• $94,000 paid to Itron to produce a Long Term Load and Demand Forecast 2016-2035 that 
for some reason could not be completed using internal staff. 
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• $69,000 to compile a wind site inventory to identify potential wind project sites near existing 
or planned power infrastructure despite the fact that YEC is not pursuing new wind 
infrastructure.  UCG questions why any additional wind studies are actually required at the 
constantly escalating costs of these generation alternatives. 

• $56,000 paid to the Yukon government (YEC’s shareholder) for an Electricity Values Survey 
(which YEC refers to as a “report”)  to generate information on Yukon residents’ 
perspectives on factors that need to be considered in planning for Yukon’s future electricity 
needs.  The survey wasn’t focused on YEC’s current customers and could not be done 
internally for unexplained reasons.  Why was an affiliate organization given this contract?  

 
480. UCG does not see how the YUB can determine that all of the costs included in this $2 million 

project were prudently incurred if they have not been provided any detail regarding these costs.  
Were similar costs incurred in other projects and denied recovery by the YUB?  Were any of the 
costs incurred internal to YEC and already deemed to be recovered in base rates? 
 

481. UCG notes that none of the 34 appendices related to the 2016 Resource Plan were included in 
the application evidence that was submitted to this proceeding.  It wasn’t until September 2017 in 
response to an IR that YEC actually provided a link to the appendices189.  UCG submits that the 
material in these appendices has not been tested through an IR process to clarify many of the 
recommendations and opinions included in them.  There is no way that the YUB can seriously 
believe that every opportunity has been provided to the YUB and intervenors to fairly test the 
evidence presented in these appendices. 

 
482. UCG submits that there are too many unanswered questions and not enough detail to allow 

these costs to be recovered in the manner proposed by YEC. 
 

 
Demand Side Management (DSM)    $  2,693,854 

 
483. YEC is proposing that DSM costs previously held in WIP as per Order 2013-01 be added to rate 

base at the start of 2017 with $2,693,854 added to 2017 and a further $0.625 million added in 2018, 
with amortization over 10 years. 
 

484. In its deferred costs schedules for 2013 through 2017190, YEC shows DSM-related costs under 
the Regulatory WIP section.  YEC indicates that $828,466 in costs had been incurred by the end of 
2012.  In response to YUB-YEC-1-12, YEC indicates that DSM costs to the end of 2012 included in 
deferred costs is $1,183,000. There is no detail provided to explain this discrepancy and there is no 
detail in evidence regarding what this money was spent on through 2012. 

 
485. In its deferred costs schedules, YEC indicates that expenditures on DSM were $648,030 in 

2013 (offset by $76,884 in unexplained transfers), $443,794 in 2014 (offset by $60,611 in 
unexplained transfers), $297,584 in 2015, $403,474 in 2016, $210,000 in 2017 and $625,000 in 
2018. 

 
486. In its evidence191, YEC provides limited information regarding the DSM-related costs it has 

incurred since 2013.  Through 2016, YEC indicates that it has spent $1,205,000 on the inCharge 
Program, $82,000 on Industrial DSM programs, $51,000 on Pilot DSM Programs, $310,000 on LED 
Streetlight Retrofits, $353,000 on Internal Energy Conservation and $397,000 on administration. 
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487. YEC is also forecasting to spend another $461,000 on the inCharge Program and $20,000 on 
administration in 2017.  In 2018, YEC is forecasting spending $461,000 on the inCharge Program, 
$190,000 on New Programs, $20,000 on Pilot DSM Programs, $80,000 on LED Streetlight Retrofits, 
$25,000 on Internal Energy Conservation and $20,000 on administration in 2018 (total $796,000). 

 
488. First of all, there is no evidence provided that any of these expenditures for DSM-related 

activities have been approved by the YUB.  The only approval that the YUB has provided for DSM-
related budgets is its Order 2014-06 which approved a reduced level of DSM-related activity.  For 
YEC, Order 2014-06 only approved a budget of $438,000 for DSM activities in 2014 and 2015.  
(see additional detail below) 

 
489. UCG submits that while YEC has provided total costs for general program categories, there are 

no cost/benefit studies provided for the DSM programs for which costs have been incurred in order 
to conduct a prudence evaluation and determine that these DSM expenditures have been 
undertaken in the best interest of ratepayers. 

 
490. For the Industrial DSM programs, there is no evidence provided to allow the YUB to determine if 

specific industrial customers were the only beneficiary (and thus these costs should be directly 
assigned to the industrial customers only) of if there were cost sharing agreements in place.  It is 
generally accepted regulatory practice that costs should be collected equitably from those incurring 
the benefits. 

 
491. UCG does not see how the YUB can determine that all of the costs included in this $2.7 million 

cost category were prudently incurred if they have not been provided any detail regarding these 
costs.   

 
492. UCG submits that there are too many unanswered questions and not enough detail to allow 

these costs to be recovered in the manner proposed by YEC. 
 
 
Regulatory (less DSM)      $     598,206 

 
493. In its deferred costs schedules for 2013 through 2017192, YEC shows $598,206 in regulatory 

deferred costs that it wants added to rate base in 2017.  Based on UCG’s review of the evidence, it 
appears at these costs are related to International Financial Reporting Standards ($181,080), 
Resource Plan Update – 2011 ($238,223) and an Arc-Flash study ($178,903). 
 
International Financial Reporting Standards 

494. In its 2012/2013 GRA, YEC reported that WIP related to IFRS was $18,823 at the end of 2008 
and had accumulated to $565,769 at the end of 2011.193 In its Order 2013-01, the YUB found 
feasibility project expenditures incurred prior to year-end 2011 to be prudent and directed that they 
be capitalized194. 
 

495. In its 2012/2013 GRA, YEC reported that another $101,307 in IFRA-related costs had been 
incurred in 2012.  This amount was confirmed in YEC’s compliance filing related to its 2012/2013 
GRA (Table 1.1‐3). 
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496. YEC stated in its 2012/2013 GRA that it would be transitioning to IFRS and that it would report 
under IFRS for the first time in its year ended December 31, 2012.195 

 
497. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 

projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.196  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
498. In its deferred costs schedules for 2013 through 2017197, YEC indicates that WIP of $15,520 

had been deferred by the end of 2012 with another $589 added in 2013, $64,715 added in 2014, 
$98,514 added in 2015, and $1,743 added in 2016 (total $181,080) for a WIP project called 
“International Financial Reporting Standards”.  YEC is proposing to add the $181,080 amount to 
rate base in 2017 and to start amortizing it over 5 years starting in 2017. 

 
499. UCG submits that the YUB needs to have evidence regarding how and on what these costs 

were incurred in order to make a prudence determination.  There is no evidence on the record of 
this proceeding to explain how the $181,080 in study costs were incurred and whether they were 
prudent.  It is YEC’s burden to establish prudence and they have not provided any evidence to 
justify the proposed treatment. 

 
500. UCG submits that there are too many unanswered questions and not enough detail to allow 

these costs to be recovered in the manner proposed by YEC. 
 

Resource Plan Update – 2011 
501. In its 2012/2013 GRA, YEC reported that WIP costs related to “Resource Plan Update” were 

$175,097 in 2010, $633,906 in 2011 and another $225,000 in 2012.198 In its Order 2013-01, the 
YUB found feasibility project expenditures incurred prior to year-end 2011 to be prudent and 
directed that they be capitalized199. 
 

502. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 
projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.200  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
503. In its deferred costs schedules for 2013 through 2017201, YEC indicates that WIP of $211,676 

had been deferred by the end of 2012 with another $7,939 added in 2013, $8,332 added in 2014, 
$5,196 added in 2015, and $5,080 added in 2016 (total $238,223) for a WIP project called 
“Resource Plan Update - 2011”.  YEC is proposing to add the $238,223 amount to rate base in 
2017 and to start amortizing it over 5 years starting in 2017. 
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504. UCG submits that the YUB needs to have evidence regarding how and on what these costs 
were incurred in order to make a prudence determination.  There is no evidence on the record of 
this proceeding to explain how the $238,223 in Resource Plan Update – 2011 costs were incurred 
and whether they were prudent.  It is YEC’s burden to establish prudence and they have not 
provided any evidence to justify the proposed treatment. 

 
505. UCG submits that there are too many unanswered questions and not enough detail to allow 

these costs to be recovered in the manner proposed by YEC. 
 

Arc-Flash Study 
506. In its deferred costs schedules for 2016 and 2017202, YEC indicates that WIP costs of $178,903 

had been incurred in 2016 for a project called “Arc-Flash Study”.  YEC is proposing to add the 
$178,903 amount to rate base in 2017 and to start amortizing it over 5 years starting in 2017. 
 

507. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 
projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.203  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
508. UCG submits that the YUB needs to have evidence regarding how and on what these costs 

were incurred in order to make a prudence determination.  There is no evidence on the record of 
this proceeding to explain how the $178,903 in Arc-Flash Study costs were incurred and whether 
they were prudent.  It is YEC’s burden to establish prudence and they have not provided any 
evidence to justify the proposed treatment. 

 
509. UCG submits that there are too many unanswered questions and not enough detail to allow 

these costs to be recovered in the manner proposed by YEC. 
 
 
Dam Safety Review      $     147,712 

 
510. In its 2012/2013 GRA, YEC reported that costs related to a complete “Dam Safety Review” were 

$212,862 at the end of 2008 with another $118,734 added to the “completed” project in 2010 (total 
$ 331,597).204 In its Order 2013-01, the YUB found feasibility project expenditures incurred prior to 
year-end 2011 to be prudent and directed that they be capitalized205. 
 

511. In its deferred costs schedules for 2015 through 2017206, YEC indicates that additional WIP 
costs of $144,263 related to the Dam Safety Review project had been deferred in 2015 with another 
$3,449 added in 2016 (total $147,712).  YEC is proposing to add the $147,712 amount to rate base 
in 2017 and to start amortizing it over 5 years starting in 2017. 
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512. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 
projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.207  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
513. UCG submits that the YUB needs to have evidence regarding how and on what these costs 

were incurred in order to make a prudence determination.  There is no evidence on the record of 
this proceeding to explain how the $147,712 in Dam Safety Review costs were incurred and 
whether they were prudent.  It is YEC’s burden to establish prudence and they have not provided 
any evidence to justify the proposed treatment. 

 
514. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific long-term benefit from the costs incurred for this WIP project.  UCG suspects that the new 
warning alarm installed in 2016 at YEC’s hydroelectric dam in Whitehorse may have been triggered 
by this review but the YUB has no evidence in the current proceeding related to the result of the 
review or any work that it may have triggered. 

 
515. UCG submits that there are too many unanswered questions and not enough detail to allow 

these costs to be recovered in the manner proposed by YEC. 
 

 
Feasibility Studies Proposed to be Transferred to 2018 Rate Base 
 
Moon Lake Hydro Project     $    171,512 

 
516. In its deferred costs schedules for 2015 through 2018208, YEC indicates that WIP costs of 

$104,564 related to a Moon Lake Hydro Project had been deferred in 2015 with another $32,948 
added in 2016 and $34,000 added in 2017 (total $171,512).  YEC is proposing to add the $171,512 
amount to rate base in 2018 and to start amortizing it over 5 years starting in 2019. 
 

517. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 
projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.209  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
518. UCG submits that the YUB needs to have evidence regarding how and on what these costs 

were incurred in order to make a prudence determination.  There is no evidence on the record of 
this proceeding to explain how the $171,512 in Moon Lake Hydro Project costs were incurred and 
whether they were prudent.  It is YEC’s burden to establish prudence and they have not provided 
any evidence to justify the proposed treatment. 

 
519. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific long-term benefit from the costs incurred for this WIP project.  The YUB has no evidence in 
the current proceeding related to the result of the feasibility project or any work that it may have 
triggered. 
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520. UCG submits that there are too many unanswered questions and not enough detail to allow 
these costs to be recovered in the manner proposed by YEC. 

 
 
Mount Sumanik Wind Feasibility Study   $    840,280 

 
521. In its deferred costs schedules for 2014 through 2018210, YEC indicates that WIP costs of 

$12,607 related to a “Mt Sumanik Wind Feasibility Study” had been deferred in 2014 with another 
$372,821 added in 2015, $154,852 added in 2016 and $50,000 proposed to be added in 2017 and 
$280,000 added in 2018 (total $840,280).  YEC is proposing to add the $840,280 amount to rate 
base in 2018 and to start amortizing it over 5 years starting in 2019. 
 

522. The only evidence that YEC has provided regarding this project is a high-level project 
description that it involves the completion of early planning studies for potential wind farm sites 
throughout the Yukon as well as the installation of monitoring equipment on Mount Sumanik.211 The 
Mount Sumanik wind project is not proposed in the 2016 Resource Plan Action Plan.  It is UCG’s 
understanding that wind and weather data collection equipment was installed by YEC in late 2015 
on Mount Sumanik. 

 
523. The YUB cautioned YEC in its Order 2013-01 that feasibility expenditures associated with 

projects that are deemed feasible to move forward should remain in WIP until such time that the 
project is set aside and YEC comes before the YUB for a prudence review.212  UCG submits that a 
prudence review needs evidence on work completed and the costs incurred before it can be 
evaluated. 

 
524. UCG submits that the YUB needs to have evidence regarding how and on what these costs 

were incurred in order to make a prudence determination.  There is no evidence on the record of 
this proceeding to explain how the $840,280 in Mount Sumanik Wind Feasibility Study costs were 
incurred and whether they were prudent.  It is YEC’s burden to establish prudence and they have 
not provided any evidence to justify the proposed treatment. 

 
525. YEC has provided no explanation of how Yukon ratepayers have received or will receive any 

specific long-term benefit from the costs incurred for this WIP project.  The YUB has no evidence in 
the current proceeding related to the result of the feasibility project or any work that it may have 
triggered. 

 
526. Again, UCG questions how many wind studies are actually required at these constantly 

escalating costs. 
 

527. UCG submits that there are too many unanswered questions and not enough detail to allow 
these costs to be recovered in the manner proposed by YEC. 
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Other WIP Accounts 
 

528. YEC has proposed to track several projects in WIP accounts that have not been proposed to be 
amortized or transferred to rate base.  Similar to the direction in the 2012/2013 GRA proceeding, 
UCG submits that YEC should be directed to keep all such costs in WIP until an independent audit 
can be undertaken of all costs incurred and these projects can be submitted to the YUB for a 
prudence review. 

 
Mayo Lake Outlet Channel 

• forecast WIP cost of $426,376 by end of 2018 
 

Mayo & Aishihik Climate Change 
• forecast WIP cost of $441,530 by end of 2018 

 
Assessment of Transformer T9 

• forecast WIP cost of $105,337 by end of 2018 
  

Development of Asset Management Program 
• forecast WIP cost of $350,000 by end of 2018 

 
Marsh Lake Storage Enhancement 

• forecast WIP cost of $8,156,354 by end of 2018; potential in-service by 2022 
• while listed as a "Feasibility Study", this project involves a number of other “project 

mitigation works” which UCG assumes refers to capital improvements to the Lewes Lake 
control structure, an amendment to YEC’s water licence to hold back up to an additional 
0.3 meters of water in Marsh Lake in the fall and withdraw the water over the winter 
period, and mitigation of shoreline erosion. 

• In its 2012/2013 GRA, YEC submitted that a decision had to be made whether or not to 
proceed with the project by the end of 2012.213 

• In its current GRA, YEC submits that a decision to proceed to the YESAB assessment 
phase will be made during the 4th quarter of 2017.214  As far as UCG knows, YEC has 
not updated the YUB regarding the “go/no go” status of this project despite being 
specifically asked about the decision process during the oral hearing.215 

• It is UCG’s understanding that this project does not have the blessing of the First Nations 
in their specific land claim areas, yet YEC continues to spend millions on so-called 
feasibility.  What is particularly disturbing is that the Marsh Lake proposal has been on 
the books for over 10 years, with YEC spending hundreds of thousands of dollars on 
feasibility studies as well as environmental reviews using sole-sourced contracts.216 

• Most of the residential and business lots on the Marsh/Tagish system are on a flood 
plain, with many influential Yukoners owning expensive homes and lots. As such, it is 
highly unlikely that this project will ever move forward. 
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• UCG submits that these costs should remain in WIP until an independent audit can 
determine their prudency and whether they should be expensed or capitalized. 

• UCG submits that it is far past the time to cut this project loose. YEC management, 
consultants and directors must take on some responsibility for this fiasco of poor 
planning and pay at least half the costs that are determined to be prudent and qualify for 
recovery from Yukon ratepayers. 

 
Battery Project 

• forecast WIP cost of $8,856,000 by end of 2018; planned in-service in 2019 
• This feasibility work could lead to a $21 million project to simply increase the capacity of 

YEC’s system.  There has been no evidence provided to explain the business case 
behind pursuing such a project. 

• Given the uncertainty of potential Federal funding and whether this project is in fact 
prudent to pursue, UCG submits that this project’s costs should remain in WIP until an 
independent audit can determine their prudency. 

• UCG submits that YEC should be directed to ensure that if this project is pursued, a 
comprehensive Part 3 review is undertaken before the project proceeds. 

 
Thermal Plant 

• forecast WIP cost of $4,211,000 by end of 2018; planned in-service in 2020 
• This project is looking at the feasibility of adding up to 20 MW of new diesel or natural 

gas thermal generation to YEC’s system by 2021. 
• Given the uncertainty of the capacity requirement and what options will be pursued, 

UCG submits that this project's costs should remain in WIP until an independent audit 
can determine their prudency. 

• UCG submits that YEC should be directed to ensure that if this project is pursued, a 
comprehensive Part 3 review is undertaken before the project proceeds. 

 
Whitehorse Hydro Uprate 

• forecast WIP cost of $450,000 by end of 2018 
 
Small Hydro 

• forecast WIP cost of $625,000 by end of 2018 
 
Mayo Lake Storage Enhancement Project (Relicensing) 

• forecast WIP cost of $3,356,102 by end of 2018; potential in-service in 2022 
• In its 2012/2013 GRA, YEC estimated that permitting and licensing costs to the end of 

2013 would total $2.1 million.  In its Order 2013-01, the YUB approved the project as 
proposed assuming a budget of $2.1 million (including $660,000 spent in 2012/2013).217 

• In its current GRA, YEC is now indicating that $2.121 million was spent by the end of 
2015, another $285,000 was spent in 2016, and another $950,000 would be spent in 
2017 and 2018.218 
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• Like the Marsh Lake project, it is UCG’s understanding that this project does not have 
the blessing of the First Nations in their specific land claim areas, yet YEC continues to 
spend millions on so-called research.  Mayo Lake is considered a spiritual lake by the 
N'acho N'yak Dun with members living on the shore, utililizing the lake and surroundings 
for fish, hunting, trapping, berry-picking, medicines and other traditional uses. 

• This project has also been on-going for a number of years and is a placeholder for the 
rationale to build the Mayo B facilities. 

• UCG submits that these costs should remain in WIP until an independent audit can 
determine their prudency and whether they should be expensed or capitalized. 

• Like Marsh Lake Storage, at least half of the costs that are determined to be prudent and 
qualify for recovery from Yukon ratepayers should be the responsibility of YEC 
management and decision-makers. 

 
Aishihik Relicensing 

• forecast WIP cost of $2,899,086 by end of 2018 
 
 
Legacy Infrastructure Projects 
 
529.  In its application (page 5.2), YEC states that for three major legacy projects (Carmacks-Stewart 

Transmission Project (CSTP) – Stage 2; Aishihik Third Turbine; and the Mayo Hydro Enhancement 
Project (Mayo B)) that were complete and in service in 2011, costs were incurred after 2012 (and 
not included in the 2012/13 GRA forecasts) to address outstanding issues for each project.  In each 
case, no further spending is anticipated in the 2017/18 test years. 
 

530. Like the LNG project, UCG is troubled by the justification originally provided for these legacy 
projects and the lack of accountability for the actual costs incurred. 

 
531. For example, the original Mayo B cost/benefit analysis was contingent on the Mayo Lake 

drawdown of up to a meter of water.  During the project review hearing, it was qualified that the 
enlargement of the Mayo Hydroelectric Facility from 5 MW to 15 MW within a two-year fast track 
schedule required this change in the water license allowing for an extra foot and a half drainage. 

 
532. At the time, YEC did not clarify the final cost for Mayo B nor did they outline the accounting 

demonstrating how the YDC financial grant was utilized, only that this money came directly off the 
rate base. 

 
533. UCG maintains that YEC strategically used this tactic in order to get these legacy infrastructure 

projects through initial regulatory hurdles.  UCG requests that the YUB reconsider how these 
projects were originally justified, compare it to how these projects are now being used and planned 
to be used, and do something to correct the original recommendation to approve the projects. 

 
534. UCG also wants to note that Mayo and Aishihik facilities have past practices of storage and 

usage, mainly for winter use.  UCG is concerned that with new mines coming online, the grid will be 
greatly affected by the larger loads and usage of these facilities may change, creating lost winter 
storage and the need for much more thermal power. 
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Transmission Vegetation Management Policy 
 
535.  In its application (Appendix 3.1), YEC submitted a proposed Vegetation Management Policy.  

The proposed policy was drafted by internal YEC staff and reflects a review of brushing practices 
which was reviewed in the 2012/13 GRA application.  While YEC did some cursory reviews of other 
utility brushing approaches, these reviews were not used in any substantive way in the YEC policy 
development.219 
 

536. Given that this is supposed to be a proposed policy being submitted to the YUB for approval, 
UCG questions why a copy of the proposed policy, signed off by the YEC President has been 
posted on YEC’s web site as its official policy.220  UCG submits that this illustrates the type of 
arrogance that is not needed in the Yukon. 

 
537. UCG submits that the approach taken by YEC to develop its proposed vegetation management 

policy is another example of where collaboration between the Yukon’s utilities (YEC and AEY) could 
have helped to establish a vegetation policy applicable throughout the Yukon.  

 
538. It is not clear why the proposed vegetation policy only applies to transmission and sub-

transmission rights-of-way and not to substations, generation facilities or distribution lines.  UCG 
submits that a corporate policy on vegetation management should not be restricted to simply a 
brushing policy but rather address the broader issue of how vegetation impacts all parts of the 
electricity system.  The aim of the policy should be to improve performance and reduce reliability 
issues for all parts of the electricity system. 
 

539. While acknowledging that it has identified high impact rights-of-way in which YEC’s strategy will 
focus on performing vegetation management on an optimum cycle to better mitigate large outages, 
improve asset condition and realize the cost benefits, YEC has not been forthcoming with any 
related details.221 

 
540. While acknowledging that it has established a tactical maintenance program on lower impact 

rights-of-way in which YEC will manage vegetation using a flexible, risk based approach that targets 
vegetation management on the worst performing and oldest assets in the inventory, YEC has not be 
forthcoming with any related details.222 

 
541. While the proposed policy identifies generic goals of a brushing program, it does not specify 

what the acceptable level of reliability incidents caused by vegetation is, what cost threshold is 
being monitored, and how ratepayers’ tolerance is supposed to be measured.  Also missing from 
this proposed policy are repercussions if the policy is not followed or if it is not effective in achieving 
its goals that must have metrics upon which to evaluate the policy’s effectiveness. 

 
542. UCG submits that the proposed vegetation management policy should include a scorecard that 

measures the reduced number of vegetation-related interruptions during the next several years.  A 
target number of interruptions should be set (e.g., average of last 5 years) along with a vegetation 
management budget vs. actual expenditures monitoring metric and a metric that measures budget 
vs. actual expenditures on line sustaining work (incidents, trouble calls, etc.).  Other useful metrics 
to attach to this policy are labour hours for routine maintenance, vegetation management costs per 

                                                           
219 CW-YEC-1-29(b) 
220 https://yukonenergy.ca/media/site_documents/Vegetation_Mangement_Policy.pdf 
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customer.  UCG submits that a policy such as this must be able to influence continuous 
improvement in reliability and reduced costs. 

 
 

Depreciation 
 
543. YEC is seeking approval of depreciation and amortization expenses forecast at $10.814 million 

for 2017 and $11.094 million for 2018.  This compares to $8.6 million allowed by the YUB for 2013 
and reflects increases to net fixed asset depreciation and deferred cost amortization.223 

 
544. From a fixed asset perspective, YEC is looking for approval a depreciation level that increases 

from $8.989 million allowed for 2013 to $12.217 million in 2017 and $12.419 million in 2018 
representing a 38% increase in just 5 years as a result of YEC’s capital expenditures program.224 

 
545. UCG submits that this increase in depreciation costs has a significant impact on the revenue 

requirements that Yukon ratepayers are being forced to pay for and there has been no indication 
that any impact analysis of YEC’s spending habits has been undertaken.  UCG submits that the 
expense associated with the escalation of the depreciation of fixed assets has gotten out of control. 

 
546. The purpose of the depreciation expense is to recover YEC’s plant investment incrementally 

throughout the service lives of the assets.  A basic principle to ratemaking is to only charge 
ratepayers for assets that are used to provide them service.  Essentially, today’s customers should 
pay for today’s plant, not tomorrow’s or yesterday’s plant. 

 
547. Generally accepted accounting principles (GAAP) require utilities with property, plant, and 

equipment to amortize the cost of such assets over the period of time that they provide useful 
service.  Determination of such periods of time (total service lives) is generally based on 
engineering studies, asset retirement statistics and the experience of other utilities with like assets. 
Total service lives are reviewed on a regular basis to ensure they are current.  Experts in 
depreciation studies recommend that an annual review of the depreciation rates using the same 
estimates and methods be undertaken to ensure that proper fixed asset accounting is 
maintained.225  UCG notes that it is now 8 years since KPMG conducted the last depreciation study 
on YEC’s assets. 

 
548. There is no evidence presented in this application regarding when and if YEC has undertaken 

on-site visual inspections of its assets including an inventory and evaluation of common assets and 
property.  Where is YEC’s analysis of the anticipated cost of future repairs for assets?  Where is 
YEC’s description of factors and assumptions used to calculate future costs and the impact on 
service lives?  UCG questions how the YUB can make any type of determination on current and 
anticipated service lives without this most basic of information being provided by YEC in order to 
defend the proposed depreciation of its assets. 

 
549. When asked to provide a detailed working paper that applies the depreciation rates used by 

YEC to plant and contribution balances to arrive at total depreciation and amortization, YEC simply 
provided a summary table of asset groups with ranges of depreciation lives without any specifics to 

                                                           
223 Application, pages 3-2 – 3-3 
224 Application, Table 3.14 
225 http://www.atcoelectricyukon.com/Documents/Regulatory/2013-05-27%20YECL%202013-
2015%20GRA%20Part%201.pdf (Section 7, Attachment 1); http://www.ntpc.com/docs/default-source/default-document-
library/ntpc-general-rate-application-appendices.pdf?sfvrsn=2 
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allow the YUB to adequately conduct a prudence review.226  UCG submits that adequate prudence 
reviews cannot be conducted using data that has been rolled up to a high aggregate level as has 
been done here. 

 
550. According to its evidence, YEC is proposing to depreciate two assets capitalized since the last 

GRA using rates not previously reviewed by the YUB nor supported by a depreciation study:227 
 

• LNG storage; and 
• LNG fencing. 

 
551. YEC has not provided any expert testimony regarding anticipated service lives of these assets 

and have simply assumed service lives based on claims made by manufacturers and assumptions 
regarding the quality of material used when compared to diesel equipment.228 UCG submits that this 
is not enough information to allow the YUB to make a fully informed decision on the proposed 
depreciation of these assets. 
 

552. Where is the review and analysis of comparable depreciation policies and normal useful life 
estimates from other jurisdictions?  Where are the assessment reports related to these LNG 
assets?  Where is the evidence of the alternative methods for depreciating these LNG assets?  
Where is the proof that the fence surrounding the LNG compound is constructed to a much higher 
standard and so should be depreciated over 30 years? 

 
553. As was noted in the depreciation study prepared by KPMG for YEC’s 2012/2013 GRA229, while 

actual data is heavily relied upon, a prudent level of expert judgment is also applied in estimating 
average service lives as there are limitations to what is achievable solely with quantitative methods.  
This is why the YUB has always required utilities to provide expert evidence before agreeing to a 
depreciation rate or method. 

 
554. YEC states that replacement of components of the transmission system contribute to life 

extension but have determined (without assistance from experts) that this does not necessarily 
translate into lower depreciation expense because of the time value of money.230 
 

555. UCG submits that YEC has not provided any evidence that actually proves this assumption to 
be accurate.  Without the actual numbers, there is no proof that this is actually the case and UCG 
believes that a thorough study by depreciation experts is required before accepting YEC’s proposal 
for the LNG assets.  UCG submits that it is important to regularly review how utility assets are 
depreciated, and it is equally important to have all Yukon utility assets reviewed at the same time 
(i.e., including AEY) to ensure consistency. 

 
556. In its application, YEC lists the approvals requested.  Nowhere on this list is a request to 

approve new depreciation rates.  UCG submits that any application submitted to the YUB should 
include a comprehensive list of approvals requested.  UCG submits that the YUB should deny the 
request to change depreciation rates due to a lack of supporting evidence and the lack of a formal 
request for approval. 
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227 YUB-YEC-1-18(a) 
228 YUB-YEC-1-18(b) 
229 YEC 2012/2013 GRA, Tab 10, page 10-7 
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Property Taxes 
 
557. In its application, YEC is forecasting property taxes paid to Yukon communities of $696,000 in 

2017 and $708,000 in 2018.  These reflect increases of 113% and 117% respectively over the 
amount allowed to be recovered in 2013 rates due primarily to the additional property for the LNG 
plant and forecast increases to property tax rates.231 
 

558. YEC states in an IR response that its forecast of Whitehorse property taxes is based on “the 
City of Whitehorse forecast increases of 1.7% and 2.3% in 2018”.232  UCG is confused as to how 
two percentage increases are being applied to 2018 so we assume that the 1.7% increase refers to 
2017.  UCG notes that YEC has not provided any evidence that shows where these forecasts are 
published, how any of its property assessments have been changed nor how the increase in 
property tax has been calculated every year since 2013. 

 
559. The Whitehorse tax rate increase was 1.7% in each of 2014, 2015 and 2016233 and yet YEC’s 

property taxes increased by 43% in 2015 and another 45% in 2016 with no detailed calculations 
provided by YEC.  The property tax increase was 1.2% in 2017234 and has been set at 2.3% for 
2018.235 

 
560. In accordance with legislation and its mandate, the Property Assessment & Taxation Branch of 

the Yukon’s Department of Community Services’ property assessors determine the assessed value 
of property by adding the market value of the land to the depreciated replacement cost of the 
buildings.  Property taxes are then calculated on the assessed value of property.  Land and 
improvement values are reviewed and reassessed every 2nd year.  The market value of land is 
reviewed and any changes in value noted from market evidence may lead to a change in land value 
for property tax purposes.236 

 
561. If the LNG plant was installed in late 2015, it appears that it should not get included in YEC’s 

property assessment until 2017.  YEC has not presented any evidence that the market value of its 
assets will be reviewed during the test years nor that any changes in value are expected.  Without 
any evidence being provided by YEC to justify the unbelievably high increases in property taxes in 
2015 through 2018, UCG submits that the YUB does not have adequate information to allow YEC to 
recover any more property taxes in rates paid by Yukon ratepayers than what was allowed in 2013.  

 
  

                                                           
231 Application, page 3-15 
232 CW-YEC-1-20 
233 http://www.whitehorse.ca/departments/financial-services/frequently-asked-questions#203; 
http://www.whitehorse.ca/home/showdocument?id=6132 
234 http://www.whitehorse.ca/home/showdocument?id=7964 
235 http://www.whitehorse.ca/home/showdocument?id=9456 
236 http://www.community.gov.yk.ca/property/pat_faq.html 
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Capital Structure / Cost of Capital 
 
Capital Structure 
 
562. YEC has applied to continue to finance its capital structure with 60% long term debt and 40% 

common equity.  The current capital structure of YEC has prevailed following the past several 
determinations of the same by the YUB.  While YEC indicates that several jurisdictions recognize 
business risk within the equity thickness of the capital structure, YEC is seeking continuation of its 
currently approved common equity ratio for each 2017 and 2018. 
 

563. UCG submits that YEC’s current capital structure overstates its overall business risk including 
its ability to access capital markets.  The riskier the firm, the more likely that capital markets will 
expect that it will be financed by higher levels of equity.  Firms with low business risk are able to 
finance with greater debt and still have ready access to financial markets. 

 
564. Business risk is comprised of many elements.  For an electricity utility, these elements include 

the utility's related ability to attract customers and retain its customer base, which affect throughput 
levels and system load factors.  Consumer sentiment, environmental considerations and 
government policy also play important roles in the determination of the utility’s risk profile.  These 
risk factors determine whether the utility will be able to recover its investments in rate base over 
time and affect its ability to achieve its allowed return. 

 
565. Financing with debt reduces the revenue requirement of the utility.  This is because equity 

shares carry a higher return than debt, and the cost of debt is deductible from the firm’s income 
while the cost of equity is paid with after-tax income. 

 
566. The Ontario Energy Board’s Report on Cost of Capital for Ontario’s Regulated Utilities provided 

guidelines with respect to utility capital structure. The report on page 50 states237: 
 

The Board has determined that a split of 60% debt, 40% equity is appropriate for all electricity 
distributors. Capital structure was not a primary focus of the consultation and the Board notes 
that the comments made by participants in the consultation largely supported the continuation of 
the Board’s existing policy. 
 
For electricity transmitters, generators, and gas utilities, the deemed capital structure is 
determined on a case-by-case basis. The Board’s draft guidelines assume that the base capital 
structure will remain relatively constant over time and that a full reassessment of a gas utility’s 
capital structure will only be undertaken in the event of significant changes in the company’s 
business and/or financial risk. 

 
567. UCG submits that there has been no evidence put on the record of this proceeding that should 

persuade the YUB to alter the previously approved capital structure for YEC.  At the same time, 
there has been no evidence provided that adequately confirms that there hasn’t been nor will there 
be significant changes to YEC’s business and/or financial risks. 
 

568. UCG submits that continuing to link YEC’s return on equity to cost of capital formulas developed 
in other jurisdictions will reduce regulatory costs but should also warrant a review of the equity 
thickness of YEC’s capital structure.  Given that YEC’s return on equity has and should be 
established based on levels established in Alberta, UCG submits that YEC’s equity thickness 
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should be reduced to 37% to match the level established by the Alberta Utilities Commission for its 
benchmark utility (see more detail below). 

 
 
Return on Equity 
 
569. For the current proceeding, YEC is proposing that a recently approved BCUC low risk utility 

benchmark of 8.75% be adopted for the purposes of setting rates for YEC in 2017 and 2018 with a 
risk premium adder of 0.57% (as the midpoint of risk premium adders approved for potentially 
comparable BCUC regulated utilities).  After reduction of the 0.50% as required by Order in Council 
1995/90, the result is an overall proposed ROE for the test years of 8.82%, and would increase the 
ROE by 0.57% from the last approved ROE of 8.25%. 
 

570. YEC is basing its proposed return on equity on the BCUC Decision and Order G-129-16 dated 
August 10, 2016 which was issued in response to a FortisBC Energy application for its common 
equity component and return on equity for 2016.  In its Decision, the BCUC determined that a return 
on equity of 8.75% within the context of a 38.5% equity capital structure met the Fair Return 
Standard and was appropriate for FortisBC Energy effective January 1, 2016 and represented no 
change from the 2013 Generic Cost of Capital Decision where the BCUC determined the same 
return on equity.  The BCUC directed that the common equity component and ROE approved in this 
decision will serve as the benchmark cost of capital for any other utility in British Columbia that uses 
the benchmark utility to set rates. 

 
571. YEC contends that it is comparable to FortisBC Electric (owned by Fortis Inc.) with respect to 

being a peer for risk comparisons.238  FortisBC Electric was originally known as West Kootenay 
Power which was owned by Teck Resources Ltd. (formerly Cominco) until 1987 when it was 
acquired by Missouri-based UtiliCorp United (later renamed Aquila Networks).  In 2003, Fortis 
acquired Aquila’s Alberta and BC electricity distribution and retail assets.  FortisBC Electric is now 
owned by Fortis Inc. which is an international company with operations in various parts of the world.  
Given the importance of ownership on risk, it is not clear how YEC could compare itself to Fortis. 

 
572. When questioned by YUB counsel about comparing itself to FortisBC Electric, YEC witnesses 

responded to various questions assuming that they were experts in rate of return and comparing 
utilities.  There is no evidence on the record that any of the YEC witnesses are experts in this field. 

 
573. When asked about the regulation of FortisBC Electric, YEC referred to (without being specific to 

the source) information that is not on the record of this proceeding but rather on the record of AEY’s 
previous GRA proceeding: 

 
“Ms. Bentivegna: All right, thank you. Now, with respect to the BCUC Order G-47-14, is because 
Fortis -- sorry, is FortisBC Energy Inc. a performance based utility, as far as you're aware? 
 
Mr. Osler: As far as we're aware, it currently has been or is a performance based utility. 
 
Ms. Bentivegna: All right, thank you. And are performance based regulated utilities considered a 
higher risk than cost of service regulated utilities? 
 
Mr. Osler: Our understanding is that the generic comment is that performance based regulated 
utilities tend to have a higher risk than cost based rate -- regulated utilities. We're also aware 
that in the AEY hearing, there was a Concentric IR response that said in the case of this 
particular utility in British Columbia, they looked at its history when it had been through both 
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within and without performance based regulation, and the premium it was given, the 40 percent 
over the benchmark, hadn't changed. So it may not always apply or there may be other reasons 
that affect the overall conclusion is what we deducted from all that.”239 
 

574. First, providing a random reference to unspecified evidence that may or may not have been 
provided in another utility’s hearing does not contribute to the YUB’s current deliberations on YEC’s 
application. 
 

575. Second, UCG submits that only a very limited comparison can be made between YEC and a BC 
utility that has been in and out of cost of service (2005-2006, 2012-2013) and performance-based 
regulation (1996-2004, 2007-2011, 2014-2019). 
 

576. In its Order 2013-01 dated March 25, 2013, the YUB confirmed that the use of a generic cost-of-
capital model from another jurisdiction is the most efficient method for determining ROE for utilities 
under the jurisdiction of the YUB.  However, the YUB noted that questions remained as to which 
generic cost-of-capital model should be used and from which jurisdiction.  The YUB accepted YEC’s 
proposal to change models from the BCUC model to the Alberta Utilities Commission model 
because it provided more up-to-date information and accounted for significant changes in the 
economy.  The YUB also determined that it may, in a future proceeding, allow the BCUC model to 
continue as the precedent if it is current.  

 
577. Regarding the addition of a risk premium, the YUB found that since the AUC model did not allow 

for an equity premium, no equity premium would be allowed.  The YUB directed YEC to use a ROE 
of 8.25% effective January 2012 to account for the 50 basis points reduction required pursuant to 
OIC 1998/32 (Section 2). 

 
578. While YEC did not say why it chose to follow the August 10, 2016 determination of the BCUC 

when the Alberta Utilities Commission issued its most recent Generic Cost of Capital Decision in 
October 2016240 which addressed the most up-to-date information on interest rates and the 
economy and would be consistent with the ROE basis that has been used for YEC since 2012.  The 
only obvious reason is that the BCUC allowed ROE is higher and allows for an added risk premium. 
 

579. The AUC allowed a return on equity of 8.5% for 2017 and a 37% equity component to capital 
structure for Alberta’s electricity utilities.  These levels were approved on an interim basis for 2018, 
and for each subsequent year thereafter, unless otherwise directed by the AUC.  Again, the AUC 
determined that an additional equity premium was not warranted. 

 
580. UCG submits that the rate of return on equity established for the utilities regulated by the 

Alberta Utilities Commission (8.5% for 2017 and beyond) are more current (i.e., October 2016) and 
consistent with the ROE currently incorporated in rates being charged by YEC. 

 
581. UCG submits that YEC is also at a lower risk due to deferral account “safety nets” (e.g., the 

DCF), ongoing bailouts and contributions by the Yukon government and YDC when trying to get 
projects in place, and revenue guarantees provided by mechanisms like rate relief programs and 
the ERA that have been in place.  It appears to UCG that the apparent use of the DCF to relieve 
YEC from operational risk would distinguish YEC from most comparators in a way that may not 
have been captured previously. 
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582. UCG submits that YEC’s 40% equity ratio provides a sufficient estimate of its relative riskiness 
in the list of utilities examined in the Alberta decision.  In other words, if the YUB wishes to use the 
Alberta Decision to set YEC’s ROE, the common equity ratio currently in place allows the YUB to 
use the generic ROE of 8.5% without making any additional risk premium adjustments. 

 
583. UCG submits that YEC has not provided any evidence that they have completed any analysis of 

the risk-reducing nature of its deferral accounts (DCF, RFID, Site Restoration (RFSR), etc.) and 
there has been no evidence presented by YEC to justify a difference in risk from the benchmark 
utility in Alberta. 

 
584. UCG submits that YEC should be directed to use the low risk utility return on equity approved by 

the Alberta Utilities Commission and that there should not be any add-on of additional risk premium.  
UCG recommends that YEC’s return on equity for 2017 and 2018 be set at 8.0% (8.5% - 0.5%). 

 
 
Cost of Debt 
 
585. In its Order 2013-01, the YUB adopted an historical formulaic approach (120 basis points above 

long-term Canada bonds) for forecasting future costs of debt for YEC.  The YUB agreed with 
intervenors that such an approach creates a simplification which reduces the regulatory burden and 
brings the cost-of-debt approach congruent with YEC’s approach for ROE. 
 

586. YEC has not provided any expert advice regarding its proposed cost of debt. 
 

587. UCG submits that the same formulaic approach (120 basis points above long-term Canada 
bonds) for forecasting future costs of debt for YEC should continue to be used for YEC so that 
Yukon ratepayers are not burdened with additional interest fees.  Consistency in the YUB’s 
approach would add to the understandability of the regulatory process. 

 
588. Notwithstanding YEC’s apparent high degree of confidence in the accuracy of their forecast, 

UCG suggests that the long term Canada rate is largely a matter of speculation as well as the 
actual rates that the market will demand when the debt issue may occur.  UCG submits that the 
YUB must also be aware of the fact that YEC has some ability to control the date of issuance to 
garner a favourable rate. 

 
 

Demand Side Management 
 
589. In its Reasons for Decision in its Order 2009-02 (February 19, 2009) and Order 2009-08 

(September 8, 2009), the YUB directed YEC and YECL (now AEY) to develop a policy paper with 
respect to Demand Side Management (DSM) initiatives. 
 

From Appendix A to Order 2009-02: 
The Board views DSM as another critical issue for Yukon. The Board directs YECL in 
conjunction with YEC, to consult with stakeholders and develop a policy paper with respect to 
DSM initiatives and include this policy paper as part of YECL’s and YEC’s next GRA. To be 
clear, YEC and YECL are to jointly lead these processes and jointly submit the policy papers 
(IPP and DSM) in their next GRA. The DSM policy papers are to provide DSM initiatives 
developed through negotiations with Intervenors and communities in its service territory and 
YEC’s service territory. 
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From Appendix A to Order 2009-08: 
Furthermore, the Board finds DSM to be a critical issue for all electric rate payers in Yukon. The 
Board directs YEC in conjunction with YECL, to consult with stakeholders and develop a policy 
paper with respect to DSM initiatives. YEC and YECL are to jointly lead this process and submit 
a policy paper (Plan) in their next GRA. Further the utilities are to be cognizant of and work with 
ESC where necessary so as not to duplicate efforts. 

 
590. In its 2012/2013 GRA dated April 27, 2012, YEC stated that it had engaged in material 

consultation and planning work related to the development of robust DSM programming for Yukon, 
that it had been working to develop and deliver an audit pilot program as part of ongoing DSM 
initiatives, and that it was proposing to spend $49,000 in each of 2012 and 2013 on “DSM 
Administration” which included administration and other general overhead expenditures, staff 
training and specific expenditures related to information programs and advertising that were not 
directly attributed to a specific DSM program. 
 

591. YEC’s 2012/2013 GRA also noted that an Energy Conservation Department was created in 
2011 to work with stakeholders on Yukon-wide energy conservation programs and also focus on 
YEC’s DSM programs.  This included two new staff positions created in 2011 – a Manager, Energy 
Conservation that was required to manage the department, including work with stakeholders on 
Yukon-wide programs and YEC-specific DSM programs; and an Energy Conservation Administrator 
that would provide support to the Energy Conservation Manager. 

 
592. YEC’s 2012/2013 GRA included the proposed recovery of $1.037 million (offset by $0.735 

million contribution) in DSM program spending to the end of 2011, forecast spending in 2012 of 
$1.074 million and forecast spending in 2013 of $1.635 million that would be added to YEC’s rate 
base and amortized over ten years (starting in 2012) pursuant to a proposed DSM Accounting 
Policy which required DSM costs to be closed out and amortized each year over a 10 year period. 

 
593. In its 2012/2013 GRA, YEC was looking to recover DSM-related costs of pilot projects despite 

the fact that audit recommendations had not been implemented and no peak-shaving benefits 
would be realized in the 2012/2013 test years. There was limited explanation provided regarding the 
DSM-related activities identified in evidence and it was impossible to guess what might have been 
included under various cost categories (e.g., “YEC – Owner Costs”, “DSM Reallocations” and 
“Phone & Cell”). 

 
594. When it was asked during the 2012/2013 GRA proceeding to provide a cost-benefit analysis 

and full description of all DSM-related activities undertaken in 2010, 2011 and forecast for 2012 and 
2013, YEC stated that over 90% of the $1.037 million DSM-related spending to the end of 2011 was 
related to DSM planning for which program cost benefit assessments were not applicable, including 
the DSM Conservation Potential Review, pilot programs, community engagement, end use surveys, 
working groups, energy audit and management plan, and public education/communication.241 

 
595. YEC also stated that cost benefit analyses are provided for specific programs when these 

programs are developed after a Conservation Potential Review is undertaken, that the Conservation 
Potential Review was undertaken in 2011, and that a DSM working group was still in the drafting 
stage of a 5-year DSM plan which will be submitted to the YUB upon completion. 
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596. While YEC indicated that a material portion of the DSM-related cost forecasts for 2012 and 
2013 ($1.074 million in 2012 and $1.635 million in 2013) related to internal DSM within YEC, at the 
time of the review of the 2012/2013 GRA review, YEC admitted that only an audit of YEC’s key 
facilities had been completed and that it was still evaluating the recommendations and completing 
cost/benefit analysis of the potential projects.  At the time, no specific DSM-related projects had 
been identified for execution.242 

 
597. In its Order 2013-01 (March 25, 2013) following the review of YEC’s 2012/2013 GRA, the YUB 

determined that it was premature to approve or disallow DSM expenses until YEC and YECL jointly 
file a DSM plan as directed in Order 2009-08.  Until a DSM plan was filed and reviewed by the YUB, 
YEC was directed to create a deferral account within which to hold DSM O&M-related costs and to 
hold all DSM-related capital costs held in WIP. 

 
598. The YUB also directed YEC to remove all internal labour and Energy Conservation Department 

costs attributable to DSM from the revenue requirement for the 2012 and 2013 test years and to 
include these costs in the deferral account established for DSM-related O&M costs. 

 
599. In its Order 2013-01, the YUB also deferred its findings and directions regarding YEC's DSM 

accounting policy until YEC and AEY had jointly filed a DSM plan. 
 

600. In its 2013-2015 General Rate Application dated May 27, 2013, AEY submitted a five-year 
(2013-2018) DSM plan developed with YEC to implement and measure DSM programs.  AEY’s 
evidence referred to the proposed DSM plan as a “policy paper” in an attempt to somehow tie the 
proposed plan into the directions provided by the YUB to consult with stakeholders and develop a 
policy paper with respect to DSM initiatives for review and approval prior to implementation. 

 
601. Following the oral hearing on AEY’s 2013-2015 GRA, YEC and AEY submitted estimates of the 

total costs spent, and forecast to be spent, by each utility on DSM-related activities, minus the cost 
related to the development of the plan or the policy paper, from 2011 to 2018 which totaled nearly 
$8 million: 

 
 YEC AEY Total 

2011 $   215,216 $     47,000 $   262,216 
2012 $   309,164 $       4,000 $   313,164 
2013 $   385,000 $   105,000 $   490,000 
2014 $   472,000 $   522,000 $   994,000 
2015 $   650,000 $   730,000 $1,380,000 
2016 $   726,500 $   792,500 $1,519,000 
2017 $   663,000 $   732,000 $1,395,000 
2018 $   770,000 $   842,000 $1,612,000 
Total: $4,190,880 $3,774,500 $7,965,380 

 
 

602. In its Order 2014-06 dated April 23, 2014 related to AEY’s 2013-2015 GRA, the YUB noted that 
the utilities had begun incurring costs either in anticipation of the DSM plan being approved or 
implementation of the DSM program itself.   The YUB was of the view that many DSM-related 
expenditures already incurred by the utilities tested the limits of what would be expected of a policy 
paper. The YUB further noted that the utilities must have been aware that to proceed with any DSM 
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activities beyond the YUB’s direction could result in the incurred costs being disallowed if the DSM 
plan was rejected by the YUB. 
 

603. The YUB noted in its Order 2014-06 that the avoided costs of new generation resulting from the 
proposed DSM plan were estimated at $1.95 million by the end of the fifth year of the DSM plan and 
that the total costs of implementing the DSM plan as proposed were approximately $6.9 million. 

 
604. The YUB had a number of reservations with respect to the proposed 2013-2018 DSM program 

because not all of the program elements passed the Rate Impact Measure.  As a result, the YUB 
could not approve the proposed program in its entirety.  In the YUB’s view, all program elements 
must at least be rate-neutral for all ratepayers and did not agree that DSM programming should be 
extended to government buildings or the commercial sector at that time.  Before the utilities 
consider other additional initiatives, the YUB wanted to see that the utilities could deliver on the 
promised electricity and cost savings of the proposed program elements first. 

 
605. In its Order 2014-06, the YUB only approved program elements of the residential non-

government DSM portfolio that pass all of the four cost-effectiveness measures for 2014 and 2015 
which included the LED Lighting and Automotive Heater Timer Rebates and the Low-cost Energy 
Efficient Products program elements.  The YUB directed YEC and AEY to make a formal application 
to the YUB before expanding the DSM program elements beyond that approved above or beyond 
2015. 

 
606. Since the YUB had ordered a substantial reduction in the scope of the DSM program, the 

utilities were directed to reduce the amount of DSM-related administrative and overhead costs, 
communication and engagement costs, and staffing costs, on a pro-rata basis with the new DSM 
budget.  AEY was also directed to provide to the YUB with a schedule outlining the targets (i.e., key 
performance indicators) for the approved DSM program elements for each of 2014 and 2015. 

 
607. The YUB also directed the utilities to reduce the costs spent on DSM in 2011, 2012 and 2013 

but not related to the “development of the plan or the policy paper” on a pro-rata basis with the new 
DSM budget.  The YUB directed AEY to capitalize the amounts spent in 2011, 2012, and 2013 
related to “development of the plan or policy paper” and the pro-rata amount of the costs already 
spent in 2011, 2012 and 2013 but not related to the “development of the plan or policy paper,” and 
to amortize these costs over the 2014 to 2018 period.  The YUB also directed AEY to track all DSM 
programming costs occurring in 2014 and 2015 in a deferral account and to apply for recovery of 
those costs in its next GRA. 

 
608. As a result of Order 2014-06, approved DSM-related activity costs were reduced to the 

following:243 
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  YEC AEY Total 

2011 
Development of Plan - $   153,000 $   153,000 

DSM Programs - $   175,000 $   175,000 

2012 
Development of Plan - $   135,000 $   135,000 

DSM Programs - $   139,000 $   139,000 

2013 
Development of Plan - $     30,000 $     30,000 

DSM Programs - $     45,000 $     45,000 

2014  $   198,000 $   198,000 $   396,000 
2015  $   240,000 $   240,000 $   480,000 
2016  - - - 
2017  - - - 
2018  - - - 
Total:  $   438,000 $1,115,000 $1,553,000 

 
 
609. In its 2016-2017 General Rate Application filed May 11, 2016, AEY applied for recovery of 

previously approved DSM costs (incurred from 2014 through 2016) over the following five years in a 
manner consistent with previously approved DSM costs.  There are no DSM-related costs forecast 
in 2017 because the YUB-approved DSM program was to be finished in 2016. 
 

610. In its Order 2017-01 dated April 27, 2017 related to AEY’s 2016-2017 GRA, the YUB approved 
“the transfer of the DSM program study costs out of the deferral account and into rate base to be 
amortized over a period of five years”.  It is not clear what the YUB meant by “DSM program study 
costs” since there were no costs identified this way in AEY’s application.  AEY interpreted this to 
mean all costs incurred related to DSM activities. 

 
611. As can be clearly seen, the only DSM-related budget approved for YEC by the YUB is $438,000 

related to reduced DSM activity scheduled for 2014 and 2015.  As noted previously in this 
argument, YEC is proposing that DSM costs previously held in WIP as per Order 2013-01 be added 
to rate base at the start of 2017 with $2,693,854 added to 2017 and a further $0.625 million added 
in 2018, with amortization over 10 years. 

 
612. UCG submits that YEC is now asking for permission to recover extensive levels of DSM-related 

expenditures for which it had no YUB authority to spend.  As is noted above, the YUB specifically 
directed YEC (and AEY) to make a formal application to the YUB before expanding the DSM 
program elements beyond that approved above or beyond 2015.  UCG assumes that YEC did not 
come forward with an application regarding 2016 DSM expenditures because they were only 
provided approval for DSM budgets in 2014 and 2015. 

 
613.  UCG submits that any DSM-related activity undertaken by YEC that was above and beyond the 

$438,000 approved by the YUB was undertaken at its own risk.  Not only is the evidence lean on 
what exactly YEC has spent of DSM activities, UCG submits that there is no evidence indicating 
that Yukon ratepayers actually realized benefits from these expenditures. 
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614.   In its deferred costs schedules for 2013 through 2017244, YEC shows DSM-related costs under 
the Regulatory WIP section.  YEC indicates that $828,466 in costs had been incurred by the end of 
2012.  In response to YUB-YEC-1-12, YEC indicates that DSM costs to the end of 2012 included in 
deferred costs is $1,183,000.  Whichever number is accurate, YEC did not have YUB approval to 
spend any of it because there was no agreed upon policy or plan to follow. 

 
615. In its deferred costs schedules, YEC indicates that expenditures on DSM were $648,030 in 

2013 (offset by $76,884 in unexplained transfers), $443,794 in 2014 (offset by $60,611 in 
unexplained transfers), $297,584 in 2015 and $403,474 in 2016.  However, in its evidence245, YEC 
indicates that through 2016, it has spent $1,205,000 on the inCharge Program, $82,000 on 
Industrial DSM programs, $51,000 on Pilot DSM Programs, $310,000 on LED Streetlight Retrofits, 
$353,000 on Internal Energy Conservation and $397,000 on administration. 

 
616. YEC is also forecasting to spend another $461,000 on the inCharge Program and $20,000 on 

administration in 2017.  In 2018, YEC is forecasting spending $461,000 on the inCharge Program, 
$190,000 on New Programs, $20,000 on Pilot DSM Programs, $80,000 on LED Streetlight Retrofits, 
$25,000 on Internal Energy Conservation and $20,000 on administration in 2018 (total $796,000). 

 
617. UCG does not understand how any of these numbers explain exactly what YEC has spent on 

DSM versus the approved budget.  Given that the record of this proceeding is lacking accurate and 
understandable evidence related to what YEC has spent in relation to what it was authorized to 
spend ($438,000), anything spent above the allowed amount is at the expense of the shareholder 
since there is no evidence that Yukon ratepayers benefited in any way. 

 
618. YEC testified that it has contracted the ICG consulting company to conduct a capacity DSM 

feasibility study in 2018 to help design a suite of new peak load reduction aimed DSM programs.  
YEC has also applied for Federal funding for a pilot capacity DSM program.246  Any program fully 
funded from outside sources should be pursued. 

 
619. YEC is forecasting to spend another $461,000 on the inCharge Program and $20,000 on 

administration in 2017.  In 2018, YEC is forecasting spending $461,000 on the inCharge Program, 
$190,000 on New Programs, $20,000 on Pilot DSM Programs, $80,000 on LED Streetlight Retrofits, 
$25,000 on Internal Energy Conservation and $20,000 on administration in 2018 (total $796,000).  
UCG dos not believe that sufficient evidence has been provided to explain how the money 
forecasted to be spent will result in actual benefits to ratepayers.  Without a comprehensive and 
transparent cost/benefit analysis of these expenditures, UCG submits that the YUB does not have 
sufficient grounds to determine that these expenditures are in the public interest. 
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246 Transcript, Volume 2 – June 27, 2018, page 245 
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Quality of Service 
 
620. UCG submits that without an established benchmark, the YUB and ratepayers cannot determine 

how well YEC is actually performing with respect to SAIFI (System Average Interruption Frequency 
Index), SAIDI (System Average Interruption Duration Index) and CAIDI (Customer Average 
Interruption Duration Index) reliability performance indices.   
 

621. YEC states in its application that their system experienced more outages than the CEA average 
(YEC 5-year average SAIFI index of 10.23 compared to 2.81 for CEA); however, they were of a 
shorter duration (YEC 5-year average SAIDI index of 4.66 compared to 7.40 for CEA); and 
customers experienced a shorter overall duration without power (YEC 5-year average CAIDI index 
of 0.45 compared to 2.63 for CEA).247 
 

622. YEC contributes lower customer hour interruptions to having back-up generation in communities 
which is readily available when an outage occurs that impacts transmission infrastructure.248 

 
623. UCG submits that YEC’s reliability performance measures should include customer-specific 

reliability measures (e.g., customers experiencing multiple interruptions) as well as ways to monitor 
momentary outages which are a significant issue for Yukon residences and business. 

 
624. UCG submits that the YUB should establish performance and reliability benchmarks and YEC 

should be directed to report its actual performance against these benchmarks. 
 
 

Cost of Service vs Performance-Based Regulation 
 
625. As is noted in its financial statements249, the operations of YEC are regulated by the YUB 

pursuant to the Public Utilities Act and YEC is subject to a cost of service regulatory mechanism 
under which the YUB establishes the revenues required (i) to recover the forecast operating costs, 
including depreciation and amortization, of providing the regulated service, and (ii) to provide a fair 
and reasonable return on utility investment in rate base. 
 

626. UCG submits that the current cost of service / rate base regulation regime in the Yukon has 
become compromised by ongoing problems associated with: 
 

• forecasting becoming increasingly counter-productive, both for rate setting as well as 
designing contingencies such as the DCF and ERA; 

• the delay by utilities to submit applications during test years and far too many years between 
revenue requirement applications; 

• the burden, complexity and expense of regulation; 
• far too many years between cost of service-based rates for ratepayers groups; 
• more and more investment risk being placed on the backs of ratepayers; 
• less certainty that YEC is operating efficiently to minimize costs to ratepayers; 
• lack of follow-up for regulatory directions and recommendations; 
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249 UCG-YEC-2-43 Attachment 1 



YEC 2017-2018 GRA – UCG Argument (August 9, 2018) Page 92 
 

• ongoing difficulties for YEC to implement cost controls that have been recommended (i.e., 
by Auditor General and YUB) and the lack of incentive being provided to utilities to cut costs 
and become more efficient;   

• no recognition in rates of long-time firm sales customers for “heritage” assets (e.g., 
Whitehorse hydro facility, Aishihik and Mayo hydro generation facilities, the integrated 
transmission grid) that have been paid off by long-term firm sales customers especially as 
large industrial customers are added to the grid; and 

• other hydro jurisdictions having lower electricity rates than the Yukon 
 

627. The traditional cost of service regulation model does not provide utilities with sufficient 
incentives to operate as efficiently as they would in the competitive market place.  Because a utility 
may recover cost increases simply by demonstrating a higher revenue requirement, a utility has 
little reason to strive to become more efficient and, as a corollary, keep its costs low. 
 

628. The ongoing practice of Yukon utilities submitting rate applications in the middle of a test year 
causes a delay in setting rates for the test year and sends improper messages to ratepayers (i.e., 
not allowing ratepayers to make energy use decisions based on known costs) while driving 
intergenerational issues with respect to cost recovery. 
 

629. UCG submits that the reviews of general rate applications have become increasingly complex 
as is demonstrated by a larger contingent of regulatory support for the YUB and the never-ending 
use of sole-sourced consultant contracts.  These practices have caused regulatory costs included in 
rates to mushroom. 

 
630. The Yukon government has to take the blame for some of these issues given its social policy 

since 2007 to cater to industrial customers by not allowing cost of service analysis to be used to 
determine rates to be paid in the Yukon. 
 

631. UCG is also concerned about the lack of regulatory scrutiny and follow-up of the utilities during 
non-test years.  In UCG’s view, it has become increasingly apparent that the YUB simply does not 
have the resources or the capacity to keep up to the required monitoring of reporting and 
compliance on directions. 

 
632. Under cost of service regulation, the utility is only supposed to spend what the regulator 

approves.  If, as is the case with YEC, the last time the utility comes forward to get approval of 
revenue requirements was 2013, then it is assumed that the utility can operate with the budget that 
was established in 2013 for as many years as they take to submit another revenue requirement for 
approval.  For YEC, the assumption is that they were able to operate within their approved 2013 
budget through 2016 and were willing to assume the risk for forecast accuracy of revenue 
requirement components.  However, based on the cost increases and extraordinary increases to 
rate base, it is obvious that YEC was not able to operate under the approved budget and now want 
ratepayers to pick up the tab. 
 

633. Regulation is intended to prevent any abuse of market power by monopolies like YEC. 
However, replacing market forces with regulation eliminates the automatic incentives that 
competitive market pricing and investment behavior provide in terms of promoting operational 
efficiency, fostering innovation, and balancing the rates customers pay against the return the utility’s 
shareholders are allowed to earn on their investment.  UCG believes that it is time to bring the 
Yukon into the 21st century with respect to utility regulation. 
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634. UCG understands that rates need to be set at a level to recover prudently incurred costs but if 
rates are going to be set using forecasts of costs and sales, then there must be an assumption that 
the costs will be incurred by an efficient and economical utility management. 

 
635. UCG submits that there needs to be a greater recognition in rates for “heritage” assets (e.g., 

Whitehorse hydro facility, Aishihik and Mayo hydro generation facilities, the integrated transmission 
grid) that have been paid off by long-term firm sales customers.  The addition of large industrial 
customers has been disruptive to other firm sales customers in that the benefits from these heritage 
assets have been given to these transient industrial customers at no cost.  As noted above in 
submissions on the Diesel Contingency Fund, there are relevant mechanisms in place such as 
British Columbia’s Heritage Special Direction No. HC2 used to establish a Heritage Contract with 
the generation and distribution arms of BC Hydro to ensure that electricity costs are passed from 
the generator to the distributor at embedded costs. 
 

 
Need for Cost Allocation Study 
   
636. YEC has incorrectly assumed that the rebalancing of rates between different customer classes 

cannot be undertaken until mid-2019 at the earliest.250  UCG submits that this position is contrary to 
what YEC has already stated on the public record and does not meet ratepayer expectations. 

 
637. OIC 2014/23 is a specific direction of the Yukon Government that prevents rate rebalancing 

between rate classes until after December 31, 2018.  There has been no determination that a cost 
of service analysis cannot be undertaken.  In fact, YEC has previously acknowledged that it is not 
specifically prohibited from conducting a fully allocated cost of service study, subject to securing 
from AEY the information needed for completing a consolidated cost of service study for all Yukon 
including both YEC and AEY facilities and customers251. UCG submits that without an updated fully 
allocated cost of service study, the YUB can’t determine whether the costs being recovered in 
charges in YEC’s application are fair and reasonable.  

 
638. While legislation currently prevents the YUB from rebalancing rates until after December 31, 

2018, UCG submits that there is nothing preventing the YUB from directing the utilities to develop a 
fully allocated cost of service analysis in order to determine if all customer groups will indeed be 
paying their fair share of costs.  UCG submits that this should be done as soon as practical and 
before the end of 2018 in order to be able to review rate rebasing proposals that could be 
implemented in January 2019. 

 
639. UCG submits that it is time for the YUB to direct YEC and AEY to submit a fully allocated cost 

allocation study based on revenue requirements approved for 2017. 
 
 
Performance-Based / Incentive Regulation 
 
640. The YUB is required (per the Rate Policy Directive) review and approve rates in accordance 

with principles established in Canada for utilities, including those principles established by 
regulatory authorities of the Government of Canada or of a province regulating hydro and non-hydro 
electric utilities.  Increasingly, regulators are introducing mechanisms to streamline rate setting and 
implement incentives to utilities to trim costs while maintaining high quality service. 
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641. Performance-based regulation is widely heralded as a superior approach to utility regulation.  
Rather than specifying the actions regulated entities must take, performance-based regulation 
instead requires the attainment of outcomes and gives flexibility in how to meet them. 
 

642. Over 11 years ago, in its recommendations on the 20-year Resource Plan, the YUB stated: 
 

“Now is an appropriate time for YEC and YECL to have a complete review of all GRA Phase I 
and Phase II matters.  The Board recommends that YEC and YECL file a full GRA application 
before October 31, 2007.  The application should include a full cost of service, rate design and 
an update of the Electric Service Regulations.  The Board also suggests that YEC and YECL 
consider a performance-based regulation mechanism.  As well, the Board recommends that 
evidence be provided as to what other utilities provide for Maximum Company Investment and 
model theirs accordingly.”252 

 
643. There is no evidence that YEC has completed any detailed assessment of performance-based 

regulation in the Yukon nor has it completed a review of the legislation to offer an opinion on YEC’s 
position that performance-based regulation is not possible under current legislation.  During 
testimony, YEC stated that it was not up to YEC to have an opinion on regulatory change or to try to 
influence what YEC believes is within the purview of the Yukon government253.  UCG submits that 
YEC has underestimated the influence that it should have on the regulatory regime used in the 
Yukon.  In UCG’s view, if YEC wanted to pursue a movement to a performance / incentive-based 
regulatory regime, it could convince the Yukon government to at least consult on such a regime.  
The YUB (as an arm of the Yukon government) has already recommended that the utilities should 
consider a performance / incentive-based mechanism so there is no excuse not to pursue it.  
 

644. According to the InterGroup consultant, performance / incentive-based regulation is not as 
useful when there is only a few utilities and it's not very useful when regulating a generation utility 
like YEC.254  UCG submits that performance-based regulation is widely used in all situations and 
should be considered typical of how utilities are regulated in North America and around the world.  
Given the YUB’s mandate to review and approve rates in accordance with principles established in 
Canada for utilities, including those principles established by regulatory authorities of the 
Government of Canada or of a province regulating hydro and non-hydro electricity utilities255, UCG 
submits that it is obvious that performance / incentive-based regulation needs to be addressed and 
ultimately adapted for the Yukon. 

 
645. The Ontario Energy Board has developed an incentive-based regulatory regime for electricity 

distributors that reflects the unique features of Ontario’s industry (there are approximately 70 OEB-
regulated electricity distributors that had no experience prior to 2006 in prepare comprehensive rate 
applications).  Many of these utilities also face growing capital requirements.  The regulatory regime 
has been complicated with the evolving government policy framework that has included the 
introduction of unbundled electricity services, an increasing focus on conservation, and the 
requirement to connect renewable generation, among other policy goals. 

 
646. In Alberta, performance-based regulation was first introduced in 2009 when Formula-Based 

Ratemaking (FBR) was approved by the Alberta Utilities Commission for ENMAX.  A generic 
version of this ratemaking methodology was adopted for the other Alberta distribution utilities in 
2013.  The Alberta design included a capital tracker mechanism that is used to pass through capital 
costs outside of the CPI-X rate adjustment formula.  Capital tracker applications require a detailed 
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understanding and testing of individual utilities’ proposals.  Overall the AUC clearly considered the 
benefits of including this feature to outweigh the costs although it sacrifices the benefit of 
streamlining the regulatory process that many regulators consider to be an important reason for 
adopting performance-based regulation. 

 
647. On December 16, 2016, the Alberta Utilities Commission issued Decision 20414-D01-2016 to 

establish the parameters to be included in the next generation of performance-based regulation 
(PBR) plans to be implemented for the 2018 to 2022 period. This decision applies to 4 electricity 
distribution utilities and 2 gas distribution utilities such that their rates are adjusted annually by 
means of an indexing mechanism that tracks the rate of inflation, less an offset to reflect the 
productivity improvements the utility can be expected to achieve during the PBR plan period plus 
other specific adjustments.  As a result, with the exception of specifically approved adjustments, a 
utility’s revenues are generally no longer linked to its costs which in turn promotes behaviours that 
increase productivity and decrease costs. 

 
648. In British Columbia, performance-based regulation has been practiced since the mid-1990s with 

the following key components: 
• A baseline revenue requirement is set by cost category that can be modified for inflation, 

productivity and other factors in the future. 
• An incentive mechanism is created, such as a sharing account whereby both customers and 

shareholders are rewarded for management's cost reduction measures that realize revenue 
requirements lower than the modified baseline. 

• A quality control mechanism is established to ensure that the utility does not pursue cost 
savings at the expense of system reliability, safety, customer satisfaction or other measure 
of quality including energy efficiency. 

• Demand-side management - energy management services are encouraged by the removal 
of disincentives and the addition of positive incentives for the cost effective achievement of 
verified energy and capacity savings. 

 
649. In Quebec, the Régie de l’énergie held a public hearing to establish a performance-based 

regulation regime for Hydro Quebec’s (the only service provider) distribution and transmission 
divisions.   In April 2017, the Regie issued its decision which included direction to Hydro Quebec to 
operate under a multi-year rate plan featuring a revenue cap index that will reflect inputs of price 
inflation, customer growth, and trends in the multi-factor productivity of power distributors.  Hydro 
Quebec has also been directed to develop an incentive mechanism for its power procurement 
services.  Performance-based regulation is required in Quebec by provincial statute.  The statute 
states the goals of PBR to be continuous improvement in utility operating performance, sharing of 
benefits and streamlining of the regulatory process. 

 
650. The National Energy Board uses a regulatory approach that can be characterized as a hybrid of 

both performance based and prescriptive regulation.  The NEB’s expectation is that a utility’s 
approach to operating is systematic, comprehensive and proactive in managing risks, and that this 
approach is appropriately integrated into the utility’s overall management system to provide for 
safety, security, and protection of the environment throughout the lifecycle (design, construction, 
operation, maintenance, abandonment) of an energy distribution system.  The NEB also expects 
continual improvement with regard to safety, security and environmental protection, and the 
promotion of a safety culture. 

 
651. Many U.S. states are considering moving or have moved from cost-of-service regulation for 

utilities toward a regulatory structure that incentivizes efficient fleet turnover, incorporates clean 
energy and other cost-effective technologies and stimulates smarter build-or-buy decisions.  These 
discussions are motivated by a number of factors, including aging infrastructure, new customer 
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energy-use patterns, innovative competition from third-party service providers, the need for flexibility 
to accommodate carbon-free variable generation, a recognition of utilities’ unique role in the 
electricity system, and a commensurate desire to ensure they remain financially viable. 

 
652. The New York Public Service Commission has adopted multi-year rate plans for Consolidated 

Edison (the largest utility in New York). While multi-year regimes generally provide less effective 
incentives for improving productivity than CPI-X rate adjustment regimes, they do provide greater 
opportunities for a utility to benefit from efficiency improvements than annual cost of service 
reviews.  Multi-year reviews also tend to reduce regulatory costs. Con Edison’s rates are now 
usually determined for a three-year period which gives the company significant flexibility to change 
the way it allocates resources during the rate term of the plan. The Public Service Commission’s 
reviews of the company focus on the utility’s performance based on service objectives defined by 
the regulator as well as its actual costs as compared to the approved forecast costs for the period 
under review. 

 
653. Performance-based regulation has emerged as a promising potential solution to challenges 

faced by many public utility regulators.  Some, like Ohio, Minnesota, and Missouri, have initiated 
informal discussions or official workshop series on the topic.  Others, like Pennsylvania and 
Michigan, have commissioned or directly conducted research.  And still more, like Rhode Island and 
Illinois have already taken concrete steps in this direction. 

 
654. The need to improve utility incentives is reaching consensus in most jurisdictions, and the 

potential for performance-based regulation to meet the task is widely discussed.  But regulators 
interested in performance-based regulation are searching for real-life examples where it has worked 
well.  The United Kingdom began moving in this direction a few years ago.  Though the U.K. is 
different in its public policy priorities and regulatory capacity and philosophy than many North 
American jurisdictions, its experience already provides several relevant lessons. 

 
655. In the United Kingdom, the price control regime initially adopted by the regulator (OFGEM) for 

both electricity distributors and transmitters was a form of price cap.  For transmitters, the average 
revenue per MW was capped, with annual adjustments based on an RPI-X rate adjustment formula.  
The initial rate for each price control cycle was established based on a review of each utility’s costs.  
The price control mechanism for transmitters was changed from a price cap to a revenue cap in 
1995.  The intention was to remove the incentive for the utilities to increase their volume throughput 
in order to increase profitability. 

 
656. UCG submits that the most important experience so far supports the notion that revenue caps 

with capital expenditure caps and carefully calibrated outcome-based performance incentives can 
drive innovation, stabilize or improve utility profitability and focus utility attention on the outcomes 
customers most want. 

 
657. UCG submits that there is no reason why a performance-based regulation or an incentive 

regulation mechanism could not be considered for the Yukon following the completion of a Phase 2 
review and that there are several compelling reasons to do so.  It appears to UCG that there are 
considerable asymmetries in information between YEC, AEY, the YUB and intervenors that make it 
difficult to ensure that the utilities are carrying on operations in an efficient manner.  A performance / 
incentive-based mechanism can alleviate the difficulty associated with that regulatory duty by 
incorporating a formula that provides both ratepayer protection together with a productivity dividend 
and a financial incentive on the part of the utilities to become more efficient.  As well, there should 
be a considerable reduction in regulatory costs which are significant considering the size of the 
customer base. 
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Cost of Service – Disallowed Cost Recovery 
 
658. Over the last few years, the YUB has disallowed YEC from recovering $839,354.43 in costs it 

has claimed in various regulatory proceedings. 
 

• Reference – Board Order 2018-08 (August 3, 2018) - The Board disallowed $28,887.10 in 
consultant costs claimed by YEC related to the review of the Victoria Gold PPA. 
 

• Reference – Board Order 2015-04 (June 1, 2015) - The Board disallowed $59,757.70 in 
legal and consultant costs claimed by YEC related to the review of the Diesel Contingency 
Fund and ERA Adjustments. 

 
• Reference – Board Order 2014-12 (August 8, 2014) - The Board disallowed $26,262.12 in 

legal costs, consultant costs and disbursements claimed by YEC related to the review of 
YEC’s LNG Conversion Project. 

 
• Reference – Board Order 2013-08 (September 13, 2013) - The Board disallowed 

$269,351.19 in legal costs, consultant costs and disbursements claimed by YEC related to 
the review of the YEC 2012/2013 Revenue Requirements Application. 

 
• Reference – Board Order 2012-01 (February 27, 2012) - The Board disallowed $6,609.67 in 

legal costs and consultant costs claimed by YEC related to the review of the YEC / YECL 
Fuel Adjustment Rider Application. 

 
• Reference – Board Order 2011-09 (July 21, 2011) - The Board disallowed $3,140.00 in legal 

costs, consultant costs and disbursements claimed by YEC related to the review of the YEC 
Alexco PPA Application. 

 
• Reference – Board Order 2011-08 (June 28, 2011) - The Board disallowed $181,197.09 in 

legal costs, consultant costs and disbursements claimed by YEC related to the review of the 
YEC/YECL 2009 Joint Phase II Application. 

 
• Reference – Board Order 2010-09 (September 2, 2010) - The Board disallowed $39,915.82 

in legal costs, consultant costs and disbursements claimed by YEC related to the review of 
the YEC Mayo B Application. 

 
• Reference – Board Order 2009-11 (December 8, 2009) - The Board disallowed $224,233.74 

in legal costs, consultant fees and disbursements claimed by YEC related to the review of 
the YEC 2008/2009 General Rate Application. 

 
659. YEC has also admitted that the hourly rates claimed through the YUB’s cost claim process for 

the last few years for legal counsel were not the actual rates charged to and paid by YEC for these 
services.  UCG submits that YEC should clearly identify in its compliance filing all costs incurred in 
regulatory proceedings that are higher than amounts the YUB allows to be recovered.  This includes 
costs related to legal and consultant rates that are above the rates approved by the YUB as 
reasonable to be recovered from ratepayers. 
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660. YEC testified that these unrecoverable regulatory fees and costs are expensed but are not 
recovered in rates.  UCG submits that for its compliance filing, YEC should be directed to submit a 
financial schedule clearly showing the itemized detail on where these unrecoverable regulatory 
costs have been recorded such that they are not included in rates.   UCG submits that there has not 
been a clear explanation provided on exactly how much regulatory costs YEC has incurred that is 
not recoverable in rates.  Without this detail, UCG submits that the YUB and intervenors cannot 
verify that ratepayers are not paying for costs being incurred on behalf of YEC’s shareholder. 

 
 

Rate Impacts / Affordability / Mitigation 
 
661. In its application, YEC goes out of its way to state that its last requested rate increase was for 

the 2012 and 2013 test years and that this was the first requested increase in YEC firm retail rates 
for non-industrial customers since the 1998/1999 rate review (which focused on issues arising from 
the closure of the Faro mine). 
 

662. UCG submits that this is a shameful example of how the government-owned utility continually 
tries to make itself look good with half-truths and misdirection.  YEC has confirmed that the bills of 
Yukon ratepayers have continued to change since the 1998/1999 rate review due to the reliance by 
YEC and YECL/AEY on across-the-board percentage rate riders (e.g., Riders F, J and R) to recover 
approved revenue requirements and changes to fuel costs beyond what was provided by base 
rates.256 

 
663. YEC has provided calculations that show the steady increase in bills over the last several years.  

For residential customers using 1000 kWh per month, the bill was proposed to increase in 
September 2017 to a level that is 21% above January 2012 levels and increase again in January 
2018 to an unbelievable 28% above the 2012 bill.  This does not take into consideration the bill 
impacts that are pending related to AEY recovering additional ERA-related costs starting in 2018. 

 
664. YEC continually congratulates itself for its effort to continue development of Yukon's capability 

to meet ongoing growth with what it considers to be “affordable” electricity and that the Yukon 
continues to offer the lowest electricity rates in Northern Canada257 even though sources of 
generation and political environments are different in these other jurisdictions258.  Even at the start 
of the oral hearing of this application, one of the first things said by YEC’s President was that YEC 
realizes the importance of affordable, flexible and reliable supply sources of generation but also to 
mitigate and manage rate impacts to its customers259. 

 
665. UCG submits that YEC and the Yukon government continue to wrongly assume that the costs 

being thrust upon Yukon ratepayers through electricity bills are anywhere near affordable.  The 
average cost for a residential customer living in Whitehorse has risen from 11.754 ¢/kWh in 2012 to 
15.037 ¢/kWh proposed for 2018260 (versus the Canadian average of 10.5 ¢/kWh).261  That’s an 
astounding 30% increase in the cost of using electricity in the Yukon with additional ERA-related 

                                                           
256 UCG -YEC-1-3 
257 YEC Opening Statement, page 2 
258 Transcript, Volume 1 – June 26, 2018, pages 173-174 
259 Transcript, Volume 1 – June 26, 2018, page 16 
260 UCG -YEC-1-3, Table 1-2 
261 https://electricity.ca/learn/future-of-electricity/electricity-rates/ 

https://electricity.ca/learn/future-of-electricity/electricity-rates/
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charges of $0.0011 per kWh still to come262.  UCG submits that there is no possible way for the 
disposable income of Yukon ratepayers to keep up with that sort of cost increase. 

 
666. UCG does not see what difference it could possibly make to the YUB’s deliberations on YEC’s 

application if electricity rates are cheaper in the Yukon versus the Northwest Territories and 
Nunavut.  YEC appears to have deceived itself into thinking that Yukon electricity rates provide 
some sort of attraction to businesses to locate here versus other northern locations.  There is 
absolutely no benefit provided to the YUB or intervenors that are reviewing YEC’s applications to 
continually clog up the evidentiary record of regulatory proceedings with misdirecting information 
about electricity rates in other jurisdictions that operate under completely different political, utility 
and business environments that serves no useful purpose. 

 
667. Although YEC congratulates itself for having the lowest rates for electricity in the North, no 

evidence was submitted regarding the amount of heritage assets related to hydro generation and 
transmission exist in these other northern jurisdictions.  Given that 76% of the 136.5 MW installed 
generation capacity in the Northwest Territories is thermal (diesel and natural gas)263 and 100% of 
the installed generation capacity in Nunavut is made up of 25 stand-alone diesel power plants264, it 
stands to reason that Yukon generation, transmission and distribution costs will be significantly 
lower. 

 
668. As is illustrated at Table 4.2A-1 in the Application, jurisdictions known to have significant hydro 

generation assets (Quebec, Manitoba, BC, Newfoundland, New Brunswick, Nova Scotia, PEI and 
Saskatchewan) all have lower bills than the Yukon. 

 
669. UCG submits that even if there are no other rate adjustments approved within the next few 

months, Yukon ratepayers are saddled with a significant increase in their electricity bills for the 
2018/2019 winter when consumption is highest.  UCG submits that affordability issues are a 
significant concern that will not only impact residential ratepayers but also adversely impact 
potential business expansion and the Yukon economy. 

 
670. It is revealing to note that the only mitigation measures that YEC has identified as occurring 

since 2012/2013 to help manage ongoing cost pressures are measures that required no actual 
efficiency efforts by YEC and focused only on ensuring that YEC’s return on equity stays at a high 
level.265 

 
671. UCG submits that YEC is out of touch with what its customers consider affordable when it 

comes to the cost of electricity.  The longer term impact of a series of rate adjustments during a 
year can be significant.  UCG submits that YEC should be directed to not only address bill 
mitigation but to develop and implement a policy as part of the next GRA proceedings. 

 
672. Despite the fact that affordability has always been an important issue in the Yukon, YEC has not 

provided any evidence that it is currently working with any social agencies to address the needs of 
low income Yukoners nor does YEC appear aware of any low income assistance programs that 
exist in other jurisdictions. 

 

                                                           
262 YUB Order 2018-07 
263 NWT Power 2016/2017 Annual Report 
264 Qulliq Energy Corporation 2016/17 Annual Report 
265 Application, starting at page 1-3 
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673. UCG submits that YEC should be directed to address the difficulties faced by low income 
ratepayers and develop programs in conjunction with Yukon’s social agencies to assist these 
Yukoners. 

 
674. UCG submits that YEC should be directed to ensure that the next Phase II application 

addresses bill mitigation for any year-over-year bill impacts of 10% or more and addresses the 
affordability issue that is affecting ratepayers with low or fixed incomes. 

 
 

 
All of which is respectfully submitted this 9th day of August, 2018. 
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