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TOPIC: Risk Profile 1 

 2 

REFERENCE: 3 

 4 

“YECL’s proposal would fundamentally change how all diesel-related forecast risk is 5 

managed in Yukon (please refer to Table 1-1 for review of these traditional risk sharing 6 

relationships), and in effect seeks to replace the DCF with a diesel deferral account that: 7 

 8 

 At a basic level the proposal submitted by YECL would provide the basis for each 9 

utility to have a diesel deferral account that would fully protect and insulate each 10 

utility from any diesel related forecast risk, regardless of the cause; and 11 

 12 

 In contrast, as reviewed above, the proposal submitted by YECL would do 13 

nothing to manage on behalf of ratepayers the fundamental concerns regarding 14 

rate instability due to water variability on a predominantly hydro-based system. 15 

 16 

Historically, each utility has carried the risk for increased or decreased costs due to 17 

changes in the load compared to GRA forecasts and specifically with regard to load 18 

changes, equipment availability (i.e., unexpected maintenance or outages, except where 19 

such charges are appropriately part of insurance claims or uninsured losses) and 20 

generator efficiency. 21 

 22 

…  23 
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Table 1-1: traditional Diesel-related regulatory risk sharing relationships in Yukon, YEC 1 

Supplemental Filing 2 

 3 

Factors that 

affect diesel 

generation 

requirements 

Ability to forecast 

Who 

carries 

risk for 

forecast 

inaccuracy 

How is risk 

addressed 

1. Fluctuation 

in diesel 

price from 

GRA 

forecast 

Each utility provides a diesel price 

forecast for the test years; actual fuel 

prices may vary considerably from 

forecast due to volatile market 

conditions that are outside the utility’s 

ability to forecast 

Ratepayers Rider F and 

Diesel fuel 

price variance 

account 

(DFPVA) 

2. Availability 

of water 

and / or 

wind 

Each utility provides a forecast of 

expected LTA hydro generation; actual 

hydro generation may vary 

considerably from forecast depend on 

water availability in a given year. 

Ratepayers Diesel 

contingency 

fund 

3. Volume of 

interconnec

ted grid 

sales 

Each utility forecasts the volume of 

sales in GRA test years. 

Utilities Utility forecast 

risk 

4. Location of 

load (line 

losses) 

Each utility provides forecast of line 

losses in test years. 

Utilities Utility forecast 

risk 

5. Operation 

of system 

Each utility provides sales and 

generation forecasts based on its 

knowledge regarding how the system is 

expected to operate 

Utilities Utility forecast 

risk 

6. Unexpected 

event / loss 

Not forecastable Ratepayers Reserve for 

injuries and 

damages 

(RFID) and 

insurance. 

  4 
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YEC supplemental filing, June 30, 2014, pp 1-7 to 1-8 1 

 2 

“Specifically, items, such as efficiencies or inefficiencies related to actual YEC operation 3 

of its hydro or thermal generation facilities in any specific year are not addressed in LTA 4 

estimates such as those provided by YECSIM. If operational decisions result in the 5 

system being run more efficiently than assumed in the LTA estimates, then there will be 6 

more hydro generation [and less thermal] and a larger payment by YEC into the DCF (or 7 

a reduced rebate to YEC from the DCF); if operational decisions result in less efficient 8 

operation and higher diesel generation than assumed in the LTA estimates, then the 9 

YEC payment into the DCF will be smaller (or the rebate to YEC from the DCF will be 10 

larger). 11 

 12 

Overall, YEC seeks to operate its facilities as efficiently as possible. The goal is to use 13 

as much water as allowed in order to reduce thermal generation requirements. To this 14 

end, YEC’s staff continuously monitor the elevations in YEC’s reservoirs, based on 15 

actual levels and the trajectory of the water usage to low supply levels. Based on this 16 

monitoring, operators are advised what flow of water they can access. Updates are done 17 

several times a week, but can be daily, especially when approaching low supply levels in 18 

spring.” 19 

 20 

 YEC response to YUB-YEC-1-6(b), ERA Part 1 Application 21 

 22 

“Yukon Energy’s actual thermal generation cost and net income are determined each 23 

year solely based on the DCF Term Sheet Table [Table 3.4-1] as approved by the Board 24 

for determining expected diesel generation for the actual grid load.” 25 

 26 

 YEC response to YUB-YEC-1-6(a), ERA Part 1 Application 27 

 28 

“…the purpose of the DCF mechanism (and the earlier LWRF) as originally established, 29 

and as proposed to be updated and re-activated in the Application, is to provide a 30 

ratepayer trust fund (i.e., a fund that is funded by, and maintained for, the benefit of 31 

ratepayers) to smooth customer rate changes driven by changes in actual thermal 32 

generation costs caused by variances from LTA levels of hydro and wind generation due 33 

solely to water and wind availability.” [emphasis] 34 

 35 

 YEC Argument, October 29, 2014, page 5  36 
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PREAMBLE:  1 

 2 

AEY is interested in the regulated risk profile of the DCF and the purpose of the DCF. 3 

 4 

QUESTION: 5 

 6 

a) Please confirm that, under YEC’s DCF proposal, YEC does not carry the 7 

“4. Location of load” diesel-related risk described in the referenced table above. If 8 

not confirmed, please explain. If confirmed, please explain who carries the 9 

“4. Location of load” diesel-related risk. 10 

 11 

b) Please confirm that, under the DCF proposal, YEC does not carry the “5. 12 

Operation of system” diesel-related risk described in the referenced table above. 13 

If not confirmed, please explain. If confirmed, please explain who carries the “5. 14 

Operation of system” diesel-related risk. 15 

 16 

c) Please confirm that the proposed DCF mechanism does not isolate cost 17 

variances due “solely to water and wind availability”. If not confirmed, please 18 

explain. If confirmed, please discuss whether YEC believes the proposed DCF 19 

fulfills its purpose. 20 

ANSWER: 21 

 22 

(a), (b) and (c) 23 

 24 

As explained in detail below, YEC cannot confirm the statements made in (a), (b) and 25 

(c).  26 

 27 

Subject to the limitations discussed below, 1) YEC does carry the risk between GRAs for 28 

forecast inaccuracies in items 4 and 5 in Table 1-1, and 2) the proposed DCF 29 

mechanism does isolate cost variances due “solely to water and wind availability”.  30 

In summary, YEC believes that the proposed DCF fulfills its purpose, subject to the 31 

limitations related to the DCF cap as discussed in Section 1.4 of Appendix 3.4 of the 32 

GRA Application. 33 

YEC believes that the proposed DCF provides a consistent and reasonable basis to 34 

separate thermal cost variance due to water and wind availability (to be borne by 35 
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ratepayers) from thermal cost variance due to changes in total grid generation load (to 1 

be borne by the utilities). 2 

Table 1-1 referenced in the above question from YEC’s Supplemental Filing of June 30, 3 

20141 described how diesel-related forecast risk has traditionally been managed in 4 

Yukon.  5 

 It highlights key separations between ratepayer risks for forecast inaccuracy (for 6 

fuel price, water and/or wind availability, and unexpected events/losses) and 7 

utilities risks for forecast inaccuracy (for volume of interconnected sales, line 8 

losses and operation of the system).  9 

 Other mechanisms than the DCF exist to isolate fuel price variance (Rider F and 10 

Diesel Fuel Price Variance Account [DFPVA]) and unexpected event or loss 11 

(Reserve for Injuries and Damages [RFID]).  12 

 The prime purpose of the DCF, and the LWRF that was implemented prior to the 13 

DCF, is therefore to separate thermal cost variance due to water and wind 14 

availability from thermal cost variance due to changes in total grid generation 15 

load.  16 

 The DCF and the LWRF have each, to the extent feasible, accomplished this 17 

purpose.  18 

The following are noted with regard to specific items raised in the question: 19 

 Item 4 in the referenced table addresses line losses arising from load location. As 20 

such, line losses get added to sales and become part of overall generation. 21 

Under the DCF as approved by the Board, YEC bears the risk for changes in 22 

diesel generation due to changes in overall generation load requirements.  23 

 Item 5 in the referenced table addresses all potential operation risks that could 24 

affect diesel generation risks. The LWRF and the DCF as proposed in the 25 

Application have removed specific material non-water-related thermal generation 26 

operation risks, e.g., risks related to RFID events, capital projects, thermal unit 27 

fuel efficiencies, and (as proposed for the first time in the current Application) 28 

thermal generation maintenance and run-up requirements.   29 

                                                 
1 The same table is provided as Table A2.1-1 in YEC’s December 6, 2017 ERA Application filing. 
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YEC is not aware of any consistent and reasonable way to isolate operation risks 1 

related to use of water for hydro generation to the extent that these may impact 2 

thermal generation costs. Such isolation has not been attempted in either the 3 

LWRF or the DCF. Further, as noted in the response to YUB-YEC-1-6(b) (ERA 4 

Part 1 Application), YEC has well established systems to monitor its use of 5 

available water, and is not aware of any material impacts on the effectiveness of 6 

LWRF or DCF determinations related to the water management element of its 7 

systems’ operation. 8 

Overall, water-related variances on the Yukon Integrated System (YIS) can and will 9 

create very material changes in annual thermal generation costs over the life of existing 10 

hydro generation assets. The DCF fulfills its purpose to isolate thermal cost variance due 11 

to water and wind availability from thermal cost variance due to changes in total grid 12 

generation load.  13 
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TOPIC: Price Signals 1 

 2 

REFERENCE:  3 

 4 

“the DCF has been established to provide stability for rates, and to 5 

reflect the underlying long-term valuation of renewable hydro and 6 

wind generation (where economic feasibility typically is assessed 7 

based on long-term average energy supply). In this context, 8 

intergenerational equity is enhanced to the extent that the DCF is able 9 

to provide rate stability – and price signals (i.e., higher rates) during a 10 

drought to promote conservation are not seen as fair or reasonable.” 11 

 12 

YEC response to AEY-YEC-1-3(e), YEC 2017/18 General Rate 13 

Application 14 

 15 

“YEC has a $10 million line of credit that would be used to finance a 16 

DCF shortfall up to the current cap of $8 million. If the Board directed 17 

that this cap would be increased to $16 million, YEC would propose to 18 

accrue cash sufficient to cover the increase in a trust bank account 19 

over a reasonable period of time. This approach would avoid finance 20 

charges on this excess balance.” 21 

 22 

YEC response to AEY-YEC-1-3(b), YEC 2017/18 General Rate 23 

Application 24 

 25 

PREAMBLE:  26 

 27 

AEY is clarifying YEC’s discussion of price signals. 28 

 29 

QUESTION: 30 

 31 

a) Please confirm that YEC is of the view that the DCF provides a long-term price 32 

signal based on long term average hydro availability that helps promote 33 

intergenerational equity.  34 
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b) Please confirm that YEC is of the view that the DCF does not provide a short-1 

term price signal – i.e. that consumers are not encouraged to conserve energy 2 

when hydro energy is unavailable through their electricity rate. 3 

 4 

c) Please consider the following hypothetical scenario. “A large, new customer is 5 

connected for a term of 10 years. The customer uses approximately 25% of the 6 

grid energy each year. At the beginning of the term, the DCF is at its cap. Water 7 

is low throughout the term of the customer’s connection. At the end of term, the 8 

customer is disconnected and has benefited approximately $4 millions from the 9 

DCF, the DCF is depleted, and YEC has borrowed against its line of credit to the 10 

lower DCF cap.” For this scenario, please discuss:  11 

i. Has the DCF operated as intended? 12 

ii. If the answer to (i) is affirmative, please explain why this customer should 13 

not be provided a short-term price signal to encourage conservation if 14 

hydro is low or unavailable. 15 

 16 

ANSWER: 17 

 18 

(a) and (b) 19 

 20 

The statements in these questions reflect overall rate setting objectives for YEC GRA 21 

rates. However, the DCF mechanism as such only provides price signals when these 22 

objectives are not met, i.e., when the DCF cap results in Rider E rebates or charges.  23 

GRA rates for YEC are currently approved based on long-term average (LTA) hydro 24 

generation. As such, current GRA rates for YEC are not intended to reflect variances in 25 

costs related to forecast short-term (ST) water availability. Accordingly, price signals 26 

based on current GRA approved rates provide long-term price signals as regards water 27 

availability, and do not provide a short-term price signal in this regard. Please see 28 

response to YUB-YEC-2-13 for discussion of LTA versus ST alternative price signal 29 

issues. 30 

The current DCF reflects the LTA approach adopted for current GRA rate approvals. 31 

Excluding DCF cap impacts, the current DCF does not provide “price signals” -  it only 32 

addresses year-end outcomes, ensuring that YEC’s final thermal generation costs equal 33 

LTA hydro availability for the actual total firm grid generation in each year and that the 34 

balance in the DCF fund is adjusted accordingly at each year end.  35 
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However, DCF cap impacts can modify the GRA approved rates through Rider E rebates 1 

or charges, i.e., rebates occur when the $8 million DCF cap maximum is exceeded (as 2 

has been the case since 2013), and charges occur if the -$8 million DCF cap minimum is 3 

exceeded (as would occur in a drought [see Appendix 3.4 of GRA Application, 4 

Attachment 3.4.4]). The net result of Rider E rebates or charges can be as follows: 5 

 Rider E rebates result in rates that end up reflecting a form of short-term price 6 

signal (related to water availability) when abundant water availability and a full 7 

DCF enable net rate reductions below rates required at LTA hydro availability 8 

levels. [See ERA Application, pages 2-11 and 2-12.] 9 

 Rider E charges result in rates that end up reflecting a form of short-term price 10 

signal (related to water availability) when drought and a depleted DCF require 11 

rate increases above rates required at LTA hydro availability levels. Appendix 3.4 12 

of the GRA Application, Attachment 3.4.4 shows that at the GRA forecast load of 13 

about 420 GW.h/yr. and the current +/- $8 million DCF caps: 14 

o The average annual Rider E charge needed to recover -$8 million as a 15 

minimum cap over a consecutive seven years after a severe drought 16 

would approximate $4.2 million/year.  17 

o This Rider E requirement would drop to $2.2 million/year over six years if 18 

the DCF cap was increased to +/- $16 million.  19 

In Appendix A to Board Order 2015-01 (pages 14-15), the Board approved the current 20 

DCF caps of +/-$8 million “as an acceptable balance between frequency of rider 21 

applications and ability to handle material (drought) changes in hydro availability.” As 22 

reviewed in the GRA Application (Appendix 3.4, Attachment 3.4.4) and in response to 23 

YUB-YEC-1-47, Yukon Energy has provided updated information on the adequacy of the 24 

existing DCF cap. 25 

 26 

(c) 27 

 28 

The question is unclear as to what is being assumed, or how the assumed net benefit of 29 

$4 million was derived. The assumed 25% of overall grid load to any one new customer 30 

also exceeds any potential load scenario that YEC has considered to be relevant at this 31 

time. Accordingly, YEC has insufficient information to assess what is being assumed. 32 
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As reviewed separately in past filings and in response to (a) and (b) above, YEC rates 1 

are set based on LTA hydro availability. Short-term Rider E price charges per kW.h 2 

related to water availability apply equally to all firm retail and industrial customers (i.e., 3 

these are not applied only to the new industrial customer) and are only expected under 4 

severe drought conditions when the DCF is depleted to its minimum cap. The magnitude 5 

and duration of such Rider E charges under such circumstances will be determined by 6 

the Board at that time based on information then available to the Board and the duration 7 

of the low water conditions. The purpose of such Rider E charges is to refill the DCF in a 8 

fair and reasonable manner, and not to send price signals “to encourage conservation if 9 

hydro is low or unavailable”. 10 

The key assumptions in this question are that the DCF cap was at its maximum at year 0 11 

(i.e., just before the new customer connected), that water is “low” (i.e., at least below 12 

LTA) throughout the 10 years that the new customer is connected, and that the DCF is 13 

at its minimum cap after 10 years when the new customer is disconnected. 14 

In practice, review of available information (GRA Application, Appendix 3.4, Attachment 15 

3.4.4) shows that low water conditions occurred in a limited number of the 35 years of 16 

water record, and that depletion of the DCF cap appears to require a severe drought 17 

sequence event. Concurrent with (or even in advance of) the most severe drought-year 18 

event, for the 450 GW.h load examined in Attachment 3.4.4, a Rider E charge would be 19 

required due to the DCF falling to the allowed minimum (DCF cap minimums of -$8 and -20 

$16 million were assessed).  21 

In short, under the assumptions in this question, the available water record information 22 

indicates that a new customer would likely be facing material Rider E charges within the 23 

first five years of its operation and thereby contributing over the balance of its operating 24 

life a large share of the funds required to enable the DCF to get back to the minimum 25 

required amount. Absent the new large customer load, the remaining customers on the 26 

grid would still face Rider E charges as required to refill the DCF without any contribution 27 

from the new customer, i.e., it is possible that adverse impacts on other customers 28 

would be reduced if the new customer was connected.  29 

Actual impacts under each scenario (i.e., with and without the new customer) will 30 

depend on the actual DCF cap then in place, the overall grid loads assumed, the actual 31 

year-by-year water and fuel price conditions during the assumed 10-year period, and the 32 

actual Rider E charges approved by the Board following a severe drought event.  33 
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As reviewed in Appendix A of Board Order 2015-01 (pages 14-15), the overall objectives 1 

with the DCF cap determinations are to secure an acceptable balance between 2 

frequency of Rider E applications (which are to be minimized) and ability to handle 3 

material (drought) changes in hydro availability (the goal being to reduce Rider E charge 4 

levels and duration needed under such water conditions).  5 
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TOPIC: DCF ERA Appeal Decision 1 

 2 

REFERENCE:  3 

 4 

“The Board’s decision was unreasonable. By interpreting “actual 5 

diesel generation costs” for two rate stabilization mechanisms 6 

differently, in an internally inconsistent manner, the Board set a rate 7 

that prevents Yukon Energy from recovering diesel related costs it 8 

actually incurred for generating the electricity sold to its wholesale 9 

customer.” 10 

 11 

2017 YKCA 15 Yukon Energy Corporation v. Yukon (Utilities Board), 12 

page 2 13 

 14 

PREAMBLE:  15 

 16 

QUESTION: 17 

 18 

a) Please confirm that YEC is of the opinion that the ERA must be allowed because 19 

the DCF was allowed. Please discuss. 20 

 21 

b) Please discuss that the corollary to (a). i.e. the DCF should not be allowed, 22 

because the ERA was not allowed. 23 

 24 

ANSWER: 25 

 26 

(a) and (b) 27 

 28 

Section 7 of OIC 1995/90, as reviewed in paragraph 17 of the Yukon Court of Appeal 29 

judgement, directs the Board to fix rates of Yukon Energy for the wholesale customer 30 

that are “…sufficient to enable Yukon Energy Corporation to recover its costs that are 31 

not recovered from its other customers.” A mechanism such as the ERA is required 32 

pursuant to this OIC at least to enable YEC to recover diesel related costs (including 33 

related YEC payments required to be made into the DCF) it actually incurs for 34 

generating the electricity sold to its wholesale customer.  35 
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The costs required for inclusion in the ERA are affected by the DCF. However, the DCF 1 

was developed and approved to meet overall rate stabilization objectives for all Yukon 2 

customers in response to likely annual hydro generation fluctuations related to water 3 

availability. As shown in Board Order 2015-01, there is no apparent reasonable basis for 4 

refusing to proceed with the DCF due to issues related to the ERA, i.e., the ERA 5 

determinations must flow from GRA determinations (including adoption of LTA hydro 6 

forecasts and the related DCF) and not vice versa.  7 
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TOPIC: YECSIM Model 1 

 2 

REFERENCE:  3 

 4 

“The structure of the YECSIM model was custom-made by KGS Group 5 

to take into account all significant factors that affect the operation 6 

of the YEC power system including complex rules of operation and 7 

regulatory demands on YEC.” 8 

 9 

YEC response to AEY-YEC-1-1(b), ERA Part 1 Application  10 

 11 

PREAMBLE:  12 

 13 

QUESTION: 14 

 15 

a) Please confirm that YECSIM does not take into consideration instantaneous 16 

demand or load location. 17 

 18 

b) Please confirm that YEC believes instantaneous demand is not a significant factor 19 

affecting the operation of the power system.  20 

 21 

c) Please discuss response to (b). In your discussion, please include the following: 22 

i. Please explain what is the maximum hydro generation capacity. 23 

ii. Please explain how a load that is higher than the maximum hydro 24 

generation capacity would be served with generation. 25 

 26 

d) Please confirm that YEC believes load location is not a significant factor affecting 27 

the operation of the power system. 28 

 29 

e) Please discuss response to (d).  30 

 31 

f) Please provide all costs that YEC has paid in relation to YECSIM since its 32 

inception, by year and by party. 33 

 34 

g) Other than YECSIM, has YEC considered the use of any hydro generation grid 35 

software or is it aware of any such software, whether developed or conceptual? If 36 
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so, please list such software.  If not, please discuss how KGS Group was selected 1 

to provide YECSIM. 2 

 3 

ANSWER: 4 

 5 

(a) 6 

 7 

YECSIM uses weekly duration curves to calculate peak loads within a week. For detailed 8 

explanation please refer to Section 6.1.5 of the User Manual. YECSIM does not take into 9 

consideration the load location. 10 

 11 

(b) 12 

 13 

Considering that YECSIM uses weekly duration curves to calculate peak loads within a 14 

week, maximum weekly loads impact the model outputs. 15 

 16 

(c) 17 

 18 

The importance of maximum weekly loads is captured by using weekly duration curves as 19 

discussed in the response to AEY-YEC-2-4(b). 20 

 21 

i.  22 

 23 

For the details on how the model calculates hydro generation please refer to 24 

Sections 6.1.6 and 6.1.7 of the User Manual. Please note that the total discharge 25 

through the power house is limited by technical and environmental constraints.  26 

 27 

ii.  28 

 29 

The load that is higher than the maximum hydro generation is served by thermal 30 

generation. For the details please refer to Sections 6.1.11 to 6.1.15 of the User 31 

Manual. 32 

 33 

(d) 34 

 35 

YECSIM does not take into consideration load location.  36 
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(e) 1 

 2 

Considering the objective of the model and the fact that it is not intended to be a model 3 

used for operational purposes, it is considered that adding the load location would not 4 

materially improve the outputs. For the details on the objective of the model please refer 5 

to Section 1.2 of the User Manual. 6 

 7 

(f)  8 

 9 

As previously described, the YECSIM model was developed by KGS Group Consulting 10 

Engineers based in Winnipeg, MB. The cost to develop YECSIM over 2007 and 2008 was 11 

$370,000 ($278,000 in 2007; balance in early 2008). Subsequently, KGS was consulted 12 

periodically on specific issues with the models on various projects between 2009 and now. 13 

 14 

(g) 15 

 16 

YEC has been considering improving modelling capabilities by introducing other model(s). 17 

At this point in time, the final decision has not been made on the particular model. 18 



 

 

 

 

 

 

 

City of Whitehorse 
(CW) 
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TOPIC: 2017 Actual Results 1 

 2 

REFERENCE:  ERA Two Part Filing, page 2-3 3 

 4 

PREAMBLE:  On page 2-3, YEC states: 5 

 6 

Revenue requirements: Fuel and purchase power costs forecast of 7 

$2.381 million and $2.407 million in 2017 and 2018 respectively, 8 

including approval to assume that LTA thermal generation 9 

requirements (separate from thermal generation maintenance activity 10 

requirements) are supplied with a combination of 90% LNG and 10% 11 

diesel generation.  12 

 13 

 CW requires information to understand the requested costs. 14 

 15 

QUESTION: 16 

 17 

a) Please provide a detailed analysis in Excel format that compares forecast 2017 18 

costs to actual 2017 costs. In the response, please explain all variances. 19 

 20 

b) Please provide a detailed analysis in Excel format of the 2017 actual thermal 21 

generation, compared to the LTA with an explanation of all variances.   22 

 23 

c) Please fully explain how the 2017 actual results would impact the 2018 forecast. 24 

 25 

ANSWER: 26 

 27 

(a) and (b) 28 

 29 

Detailed analysis as requested is provided in Tables 1 to 3 and Attachment 1 to this 30 

response. Table 1 and Table 2 provide the GRA Forecast [as filed in June 2017]1; the 31 

                                                 
1 Table 2.1, 2.2 and 3.2 in the GRA application filing provides the initial forecast sales, generation, LTA 
thermal, and forecast fuel costs (which included LTA firm thermal generation requirements plus forecast 
maintenance requirements, but excluded forecast capital thermal generation requirements). 
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updated forecast as provided in response to YUB-YEC-1-32 [filed September 22, 2017] 1 

and preliminary actuals.  2 

In order to properly respond to the impact on costs, YEC must first review changes in 3 

generation. Table 1 below provides the prior sales and total generation forecasts for 4 

2017 and preliminary actuals for 2017 (see UCG-YEC-2-28(a) for revised Table 2.1). 5 

Overall firm sales are 5.5% higher than the updated forecast (21.55 GW.h), and firm 6 

load generation is 4.8% higher the updated forecast. Firm wholesales account for 66% 7 

of this sale increase, and industrial for 24%. Lower than expected winter temperatures 8 

were an important factor for sales increases well above forecast. Overall losses at 8.1% 9 

of sales were lower than the 8.8% forecast. Secondary sales were lower than forecast 10 

due to Whitehorse hospital boiler maintenance and lower than expected water at Mayo. 11 

                                                 
2 The response to YUB-YEC-1-3 [filed September 22, 2017] provided a revised Table 2.1 to reflect the AEY 
Compliance Firm Wholesale forecast for 2017 and related revised LTA thermal generation and fuel cost 
forecasts. 
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 1 
 2 

Table 2 below provides the break out of generation by sources for prior forecasts and 3 

preliminary actuals for 2017 (see UCG-YEC-2-39 for 2017 DCF Annual Report). In 4 

addition to the increase in firm sales and required firm generation, the following factors 5 

affecting actual generation in 2017 are noted: 6 

 7 

 AEY Fish Lake hydro generation was below expected due to maintenance at one 8 

of AEY’s units. 9 

Table 1: Yukon Energy Sales & Total Generation - 2017
GRA Forecast, Updated Forecast, and Preliminary Actuals
[GRA Forecast as filed June 2017; Update as per YUB-YEC-1-3]

GRA 
Forecast

Updated 
Forecast

Preliminary 
Actuals

Line 
No.

Description 2017 2017 2017

1 Sales (MW.h)
2
3 Residential 13,622 13,622 14,965
4 General Service 25,318 25,318 26,132
5 Industrial 38,219 38,219 43,419
6 Stree Lights 225 225 228
7 Space Lights 12 12 12
8
9 Total Firm Retail & Industrial 77,395 77,395 84,756

10
11 Firm Wholesale Sales 309,000 314,234 328,426
12
13 Total Company-Firm 386,395 391,629 413,182
14
15 Secondary Sales 11,464 11,464 8,385
16
17 Total Company Sales 397,859 403,093 421,567
18
19 Losses & Generation (MW.h)
20 Losses - MWh 35,012 35,472         33,987          
21 Losses - % 8.8% 8.8% 8.1%
22 Total Generation 432,871 438,565     455,554      
23

24
12,473 12,473         9,097            

25
26 Firm Load Generation 420,398 426,093     446,458      

1. 2017 Preliminary Actuals are unaudited actuals based on preliminary results and subject to change.

Secondary Sales Related 
Generation (incl. losses)
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 A combination of colder than expected weather and lower than expected water at 1 

Mayo increased actual diesel and LNG generation more than might otherwise be 2 

expected. 3 

 4 

 Wind generation was well below expected due to the turbines being shut down 5 

for the majority of the year due to required repairs. 6 

 7 

 The DCF transfer was all LNG generation due to the high level of actual diesel 8 

generation, i.e., the maximum allowed share of LNG was included in the 9 

estimated preliminary DCF transfer per the GRA proposals in Appendix 3.4 of the 10 

GRA. As a result, LNG share of final total LTA thermal generation was 86.5% 11 

rather than 90% as assumed in the GRA forecasts. 12 
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 1 
 2 

In summary, as shown in Table 2, expected LTA thermal generation was almost double 3 

the initial GRA forecast (26.8 GW.h actual versus 14.2 GW.h in the GRA forecast and 4 

17.0 GW.h in the updated forecast) due to total firm grid generation load being 23.6 5 

Table 2: Yukon Energy Capital, Maintentance & Firm Generation - 2017
[GRA Forecast as filed June 2017; Update as per YUB-YEC-1-3]

GRA 
Forecast

Updated 
Forecast

Preliminary 
Actuals

Line 
No.

Description 2017 MW.h 2017 MW.h 2017 MW.h

1 Firm Load Generation (YEC) 420,398 426,093 446,458
2 YECL Fish Lake Hydro          8,536          8,536            7,103 
3 Total Grid ex.  Secondary Sales      428,934       434,629        453,561 

4
5 Capital & RFID Generation
6 Diesel 596 596 766
7 LNG 0 0 158
8 Total 596 596 924
9 Maintenance Generation
10 Diesel 313 313 229
11 LNG 133 133 60
12 Total 446 446 288
13
14 Actual Firm Generation Source (ex Capital, RFID and Maintenance)
15 YECL Fish Lake 8,536         8,536         7,103            
16 YEC Hydro 418,688     424,155     433,164        
17 Wind 580 580 33
18 Diesel 113 136            3,623            
19 LNG 1,017 1,222         9,638            
20 Total 428,934 434,629 453,561
21
22 LTA Generation (for firm sales)
23 YECL Fish Lake 8,536         8,536         8,536            
24 YEC Hydro 405,672 408,514 417,640
25 Wind 580 580 580
26 Thermal [see note] 14,146 16,999       26,806          
27 Total LTA 428,934 434,629 453,561        
28
29 DCF Transfer (Thermal)
30 Diesel 1,302         1,564         -                
31 LNG [see note] 11,715       14,077       13,545          
32 Total 13,016 15,641 13,545
33
34 Mix of LTA Thermal Generation
35 Diesel 1,415         1,700         3,623            
36 LNG 12,732       15,299       23,183          
37 Total 14,146       16,999       26,806          

*Note: Line 26 determined based on DCF Term Sheet Table 3.4-1 in GRA.
Line 31 = 90%xLine 26-line 19, subject to limit that Line 31 cannot > line 32.
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GW.h higher than forecast (453.6 GW.h actual versus 428.9 GW.h forecast). The 1 

increased firm grid load was mainly the result of lower than normal winter temperature in 2 

the latter part of 2017. Due to the high levels of actual diesel generation, in part 3 

reflecting lower than expected water at Mayo, the DCF transfer is 100% LNG and the 4 

final LTA fuel mix for 2017 is 86.5% LNG and 13.5% diesel.  5 

 6 

Forecast 2017 costs (GRA) are compared to preliminary actual 2017 costs for fuel and 7 

purchase power as provided in Table 3 below. The fuel costs include LTA thermal 8 

generation plus maintenance fuel requirements (see Table 2), and assume fuel prices 9 

and efficiencies as per the GRA forecasts (actual diesel generation fuel costs reflect 10 

actual mix of plant generation sources). 11 

 12 

 13 
 14 

The above tables are provided in excel format as CW-YEC-2-1(a and b) Attachment 1.  15 

It is noted that 2017 Preliminary Actuals are unaudited actuals based on preliminary 16 

results and subject to change.  17 

Table 3: YEC Fuel & Purchase Power Costs for 2017
[GRA Forecast as filed June 2017]

($000)
Proposed 2017

 GRA
Preliminary 2017

 Actuals

Fuel (Actuial generation - firm Load & Maintenance) 

Diesel 112$                       988$                          

LNG 169$                       1,422$                       

Total 281$                       2,411$                       

DCF Transfer

Diesel 343 0

LNG 1,718 1,987

Total 2,061 1,987

Purchased Power 39 49

Total Fuel and Purchased Power 2,381$                    4,446$                       

1. 2017 Preliminary Actuals are unaudited actuals based on preliminary results and subject to change.
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(c) 1 

 2 

2017 actual thermal generation results do not impact 2018 thermal generation forecasts. 3 

However, 2017 actual water/snow levels would impact 2018 forecasts. 4 
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TOPIC: Update to the DCF and LTA 1 

 2 

REFERENCE:  ERA Two Part Filing, page 2-4 3 

 4 

PREAMBLE:  On page 2-4, YEC states:  5 

 6 

Update to the DCF and LTA: Approval of Yukon Energy’s Revised 7 

DCF Term Sheet provided in Attachment 3.4-1 of Appendix 3.4 of the 8 

GRA necessary for determination of annual expected LTA hydro and 9 

thermal generation requirements and fuel costs, including proposed 10 

updates to the DCF for the following: 11 

o Updated table for “Expected YEC Thermal; Generation with 12 

LTA YEC Hydro Generation” to reflect updated information on 13 

LTA wind and hydro generation (YEC and AEY); and 14 

o Updates for incorporating LNG fuel and generation 15 

facilities into DCF cost determinations. 16 

 17 

Appendix 3.4 of the GRA also provided updates on the following: 18 

 19 

o Potential Thermal Generation Variability (GW.h/yr) Depending 20 

on Water Conditions (35 years) – Range of Grid Loads from 380 21 

to 450 GW.h/yr (Attachment 3.4.2); 22 

o Information on YECSIM Model (Attachment 3.4.3); and 23 

o DCF Cap Option Assessment (Attachment 3.4.4). 24 

No proposal regarding the Rate Schedule 42 ERA was provided in the 25 

2017-18 GRA application as the ERA was at that time the subject of an 26 

appeal to the Court from Board Order 2015-06. Yukon Energy noted 27 

that at such time as the Court's decision is provided, it would review the 28 

ERA and provide the Board with a filing on this matter. Subsequent to 29 

the Court of Appeal judgment in September 2017, and after receiving 30 

comments from parties in the GRA proceeding, the Board issued Order 31 

2017-08 on October 18, 2017: 32 

 Part 1 of this ERA Application addresses the outstanding 33 

matters with regard to the ERA prior to 2017, including a 34 

proposed amended Rate Schedule 42 wholesale rate effective 35 

January 1, 2012; and 36 
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 Appendix 2.2 of this ERA Application provides the short-term 1 

(“ST”) hydro-electric alternative GRA forecast (the “ST 2 

Alternative GRA Forecast”) for the test period as directed in 3 

Board Order 2017-08 so that this alternative can be included in 4 

the Part 2 assessments as directed by this same Board Order. 5 

 6 

QUESTION: 7 

 8 

a) Please confirm that the only changes to the GRA are discussed in the last to bullets 9 

of the referenced quote. If not confirmed, please fully explain all changes proposed 10 

for the GRA. 11 

 12 

ANSWER: 13 

 14 

(a) 15 

 16 

Yukon Energy is not proposing changes to the GRA as filed in June 2017. Specifically, 17 

Yukon Energy is continuing to seek Board approval of a revenue requirement based on 18 

LTA hydro generation forecasts. 19 

The referenced quote summarizes YEC’s current GRA as filed in June 2017, which has 20 

not been changed. The last part of the referenced quote reviews ERA related matters, 21 

noting why no proposal on the ERA was included in the GRA filing, and reviewing 22 

subsequent events regarding the Court decision and the ERA Application. 23 

The information discussed in the last two bullets noted above relate to information the 24 

Board directed Yukon Energy to file pursuant to Board Order 2017-08. With regard to the 25 

first bullet, the Part 1 ERA Application is being addressed via a separate written process 26 

as directed in Order 2018-01. With regard to the second bullet, the Board in Order 2017-27 

08 directed Yukon Energy to provide an alternative forecast revenue requirement for 28 

YEC’s 2017-18 General Rate Application using a short-term hydro-electric forecast for the 29 

test period and noting any consequent changes to the thermal generation forecast, 30 

removing any DCF references in that alternative forecast.  Appendix 2.2 of the Two Part 31 

ERA Application was provided to comply with this Board direction, so that this alternative 32 

can be included in the assessments for the period 2017 forward as part of the current GRA 33 

process. However, Yukon Energy has not altered the requested approvals outlined in its 34 

Application filed in June 2017.   35 
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TOPIC: Outcomes and Concerns 1 

 2 

REFERENCE:  ERA Two Part Filing, page 2-5 3 

 4 

PREAMBLE:  On page 2-5, YEC states:  5 

 6 

In summary, the Board in Order 2015-01 and Order 2015-06 7 

confirmed the need for a mechanism that effectively protects 8 

ratepayers from thermal generation cost impacts caused by 9 

fluctuation of hydro generation due to water conditions or 10 

changes in wind conditions, the use of LTA hydro forecasts for 11 

the 2012-13 GRA, the need for and justification of the DCF as 12 

currently modified, and the use of the YECSIM model to 13 

determine the 2012-13 GRA LTA hydro forecasts and DCF 14 

Term Sheet table determinations. YEC’s 2017-18 GRA 15 

reflected these prior Board decisions with the proposed LTA 16 

hydro forecasts and updated DCF mechanisms based on the 17 

updated YECSIM model. 18 

 19 

QUESTION: 20 

 21 

a) Please provide references to the specific place/s in Board Orders 2015-01 and 22 

2015-06 or the Appendices thereto where the Board required the specific solution 23 

recommended by YEC. 24 

b) Please confirm that the proposed DCF term sheet, using the LTA only recovers 25 

actual out of pocket costs of YEC, and does not in any way contribute to additional 26 

earnings of YEC. If not confirmed, please provide a detailed analysis of all 27 

incremental earnings. 28 

 29 

ANSWER: 30 

 31 

(a) 32 

 33 

Board Order 2015-01 approved the DCF subject to the directions set out in the Reasons 34 

for Decision (Appendix A of the Order), and directed YEC to commence quarterly reports 35 

regarding the balance in the DCF account effective March 31, 2015. 36 
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Appendix A of Board Order 2015-01 noted as follows in this regard:  1 

 With regard to need for a mechanism that effectively protects ratepayers from 2 

thermal generation cost impacts caused by fluctuation of hydro generation due to 3 

water conditions, the Board stated as follows:  4 

“The Board notes that all Parties to this proceeding agree that there is a 5 

need for a mechanism that effectively protects ratepayers from diesel 6 

generation cost impacts caused by fluctuation of hydro generation due to 7 

water conditions or changes in wind conditions. The question before the 8 

Board is: How is this best accomplished?” [Page 11, omits footnotes]  9 

In this regard the Board also noted as follows:  10 

“Therefore, although the Board has noted the other parties concerns 11 

regarding the YECSIM model, and is aware that the YECSIM model has 12 

not been tested before the Board, the Board accepts the DCF as proposed 13 

by YEC because it is a fund for customers to smooth rate impacts for those 14 

occasions when hydro generation is less than LTA or to build up the fund 15 

when hydro generation is greater than LTA. The Board approves the DCF 16 

as proposed by YEC. However, the Board directs that the DCF fund is to 17 

be used only for variations from LTA water availability. Any application to 18 

utilize the fund in some other fashion will require the closing of the fund, 19 

the refunding of any balances to customers, and the direction for YEC to 20 

use short-term forecasts for its hydro generation for future GRAs.” [Page 21 

14, omits footnotes]. 22 

 With regard to use of LTA hydro generation, the Board noted that it “has previously 23 

accepted LTA hydro generation as the basis for YEC GRA forecasts.” [Page 14, 24 

omits footnotes]. 25 

 With regard to the use of the YECSIM model to determine the 2012-13 GRA LTA 26 

forecasts and the DCF Term Sheet table determinations, the Board also noted that 27 

“the 2012-13 LTA forecast was provided by means of YEC’s YECSIM model and 28 

was not contested at that time. Moreover, no evidence has been presented in this 29 

proceeding that the YECSIM model does not operate as it is intended, or that there 30 

would be any harm to customers if the model is used in a consistent fashion for 31 

DCF purposes.” [Page 14]. 32 
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In Appendix A of Order 2015-06 the Board noted that it “approved the DCF as proposed 1 

by YEC including the DCF cap of +/- $8 million.” [Page 4, omits footnote referencing Board 2 

Order 2015-01, Page 15].   3 

In Appendix A of Order 2015-06 the Board also noted as follows regarding the requested 4 

approvals related to the DCF [Page 10]:  5 

 “The Board approves the Revised DCF Term Sheet as set out in Attachment 1 of 6 

YEC’s April 7, 2015 Compliance Application.” 7 

 “The Board approves the DCF amounts as provided in Table A1 of Appendix A for 8 

2012 and 2013 as final and for 2014 as preliminary.” 9 

 “The Board approves a DCF Rider rate schedule (Rider E) as shown in response 10 

to YUB-YEC-1-006, Table 1, applied to consumption effective September 1, 2015 11 

and until or on March 31, 2016, with a rebate of 0.68 cents/kW.h for all firm kW.h 12 

retail and major industrial sales in Yukon of YEC and YECL.” 13 

(b) 14 

 15 

The proposed DCF Term Sheet, using the LTA, results in YEC’s costs for thermal 16 

generation being based on LTA hydro generation (per the approved DCF Term Sheet 17 

table) as applicable to the actual firm grid load each year. As a result, YEC does not secure 18 

additional earnings when water conditions are better than LTA, and YEC’s earnings are 19 

not reduced when water conditions are worse than LTA. 20 

This principle is summarized in Figure 1 below. Figure 1 sets out LTA diesel generation 21 

for 2012 based on 2012 actual total generation. It demonstrates that the LTA diesel 22 

generation and cost to YEC remain unchanged, even when water conditions are changed 23 

from the actual 2012 water conditions, or actual diesel generation operated by YEC (net 24 

of capital projects and RFID diesel generation) vary based on water conditions. 25 
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Figure 1: LTA Diesel at 2012 Actual Loads (MW.h) 1 

 2 

In summary, although payments into or out of the DCF fund in any year can potentially be 3 

affected by items other than changes in forecast water levels (including activities such as 4 

enhancing winter storage and changes due to actual system operations), such items do 5 

not affect the final LTA diesel generation amount for the year (as estimated using the 6 

approved DCF Term Sheet and the total actual generation load for the year) – and 7 

therefore such items do not affect YEC earnings.  8 
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TOPIC: Risks 1 

 2 

REFERENCE:  ERA Two Part Filing, page 2-13 3 

 4 

PREAMBLE:  On page 2-13, YEC states:  5 

 6 

Considerable separate risk is related to water conditions, i.e., there is 7 

the potential material risk that water conditions will deteriorate, and very 8 

little possibility that water conditions could be better than assumed in 9 

the ST forecast for the 2017-18 GRA. 10 

 11 

QUESTION: 12 

 13 

a) Please provide all analysis or research in support of the statement: “Considerable 14 
separate risk is related to water conditions.” 15 

 16 
ANSWER: 17 

 18 

(a) 19 

 20 

No specific analysis or additional research has been undertaken in support of this specific 21 

statement outside of analysis and assessments included in the 2017/18 GRA [see 22 

Appendix 3.4, and specifically detailed assessments provided in Attachment 3.4.2 and 23 

Attachment 3.4.4] and in the Two Part ERA Application.  24 

With regard to the specific statement noted, please see response to YUB-YEC-2-15 which 25 

also reviews the limitations in this regard of a ST hydro forecast and the forecast included 26 

in Appendix 2.2 of the Two Part ERA Application.    27 
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TOPIC: ST Forecasts 1 

 2 

REFERENCE:  ERA Two Part Filing, page A2.2-2 3 

 4 

PREAMBLE:  On page A2.2-2, YEC states that the ST forecast was not prepared for 5 

the purpose of setting GRA revenue requirement. 6 

QUESTION: 7 

 8 

a) Please fully explain the purpose of the ST forecast, and what it is used for. 9 

 10 
ANSWER: 11 

 12 

(a) 13 

 14 

Short-term thermal forecasts are used by YEC for operational purposes and to assist with 15 

financial planning. Operations uses it by assessing water availability and forecast loads to 16 

determine the need for thermal and the optimal allocation of generation sourcing. Finance 17 

uses the short-term thermal forecasts to determine the expected short-term fuel costs for 18 

forecasting cash flows.   19 
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TOPIC: YECSIM MODEL 1 

 2 

REFERENCE:  ERA Two Part Filing, page 2.4-1 3 

 4 

PREAMBLE:  On page 2.4-1, YEC states:  5 

 6 

1) Constraints - In the case of YECSIM, constraints are related to 7 

the physical state of the system, such as maximum and 8 

minimum lake elevations, storage elevation curves of the lakes, 9 

and physical characteristics of power generation plants. 10 

Constraints are also related to environmental requirements such 11 

as, for example, minimum fish flows and meeting the electricity 12 

load. 13 

 14 

QUESTION: 15 

 16 

a) Please provide list of all constraints considered in the development of the model.  17 

In the response, please fully discuss each constraint, including the limiting factors 18 

for each constraint, the maximum or minimum value for each constraint, and any 19 

operating policy limits that may be different than the physical limit.  As an 20 

example, discuss whether YEC has an operating policy for minimum reservoir 21 

levels that may be different than the physical limit, which may be different than 22 

the engineering design limit.   23 

 24 

b) Please fully discuss how the YECSIM model accounts for any systematic biases 25 

in data and models arising from using an LTA that may occur as a result of things 26 

such as climate change. As an example, if climate change is impacting weather, 27 

and water levels, how has the YECSIM model been designed to account for such 28 

biases? 29 

 30 

ANSWER: 31 

 32 

(a) 33 

 34 

For details on the model constraints, operating policies and rules that supersede the 35 

physical limits please refer to Sections 6.1.1 to 6.1.16 of the User Manual inclusive, as 36 

well as Appendices D and E of the User Manual. 37 
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For example, physical limits of elevations in the lakes are superseded by min/max 1 

elevations prescribed in water use licenses that are presented in Appendix E. 2 

 3 

(b) 4 

 5 

The model uses the input data provided by the user. The model neither creates nor 6 

modifies the input data, such as, for example, inflows to the lakes or loads. To eliminate 7 

potential biases arising from the potentially inadequate input data, such as for example 8 

climate change impact on the inflows to the lakes, the input data need to be addressed.  9 

No changes to the model inputs have been made with regard to climate change, given 10 

the lack of any clear basis for undertaking specific changes. Climate change impacts are 11 

understood to involve long timelines. As such, these impacts will not affect GRA test 12 

year assessments.  13 
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TOPIC: Risks 1 

 2 

REFERENCE:  Table A2.1-1 3 

 4 

PREAMBLE:  In Table A2.1-1, YEC discusses the allocation of traditional sharing of 5 

regulatory risk for diesel generation.  6 

 7 

QUESTION: 8 

 9 

a) Please fully discuss each risk, and how the allocation of risk may have changed 10 

as a result of Part 2 of this application.   11 

 12 

b) Please fully discuss each risk, and how the total level of risk may have changed 13 

as a result of Part 2 of this application. 14 

 15 

ANSWER: 16 

 17 

(a) and (b) 18 

 19 

Please see response to AEY-YEC-2-1 for discussion of specific risks noted in this table.  20 

As reviewed in response to CW-YEC-2-2, YEC has not changed its GRA as filed in June 21 

2017. The ERA Application, Part 2, addresses matters as directed by the Board in Order 22 

2017-08, including the provision of a ST Alternative GRA Forecast. The implications of 23 

adopting a ST versus LTA GRA forecast are addressed in the ERA Application, including 24 

the increased risk of rate instability related to water variability.  25 

In the final analysis, the ERA Application notes that thermal generation cost risks related 26 

to water variability continue to be borne by ratepayers rather than the utility, regardless 27 

as to whether a ST or LTA forecast is adopted for GRA purposes, and the appropriate 28 

contingency fund mechanisms are required in either event (see Figure 2-1, page 2-8 of 29 

ERA Application).  30 
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TOPIC: Portable Diesel Generators 1 

 2 

REFERENCE:   3 

 4 

PREAMBLE:  The City of Whitehorse is aware of four trailers that appear to house 5 

diesel turbines.  The City of Whitehorse also is aware of external fuel 6 

tanks.   Late last fall, the City of Whitehorse received notification from 7 

YEC that due to water levels at Mayo dam, that Secondary Power sales 8 

were immediately ended, including the system at the City’s  multiplex 9 

which has secondary power system controlled by YEC’s SCADA 10 

system.  The City of Whitehorse requires information to assess the 11 

facilities. 12 

 13 

QUESTION: 14 

 15 

a) Please provide a full explanation of the facilities referred to in the preamble.  In the 16 

response, please provide references to the initial approvals for the facilities and 17 

any updates to the facilities.  In the response please indicate if the facilities are 18 

permanent or temporary, and discuss the long term strategy for the facilities. 19 

 20 

b) Please provide a full analysis of the use of the generation from the facilities for 21 

2014, 2015, 2016, 2017 and forecast for 2018.  In the response, please indicate 22 

the portion of the supply from these facilities used to supply communities and 23 

customers north of Whitehorse, such as Stewart, Pelly and Dawson as well as the 24 

City of Whitehorse, in arriving at total generation. 25 

 26 

ANSWER: 27 

 28 

(a) 29 

 30 

There are four 2 MW diesel rental units installed at the Whitehorse Rapids generating 31 

facility. These units were installed in late November 2017 to provide 8 MW of additional 32 

short-term dependable capacity in response to the forecast dependable capacity shortfall 33 

of 7.6 MW for 2017 (see GRA, page 2-15).     34 

Each trailer mounted generator has an associated pad mount transformer with cabling 35 

from the generator to the transformer and from the transformer to the S150 substation.  36 
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Fuel is supplied from a common 61,000 liter tank. There is a separate station service 1 

supply to each unit for heat and ancillary supply.   2 

The rental units are temporary. YEC currently plans to use mobile diesel units again for 3 

the winter of 2018-19, at which time the Third LNG Engine will also provide added 4 

permanent dependable capacity for the Yukon Integrated System. 5 

 6 

(b) 7 

 8 

The rental installation was not completed until December 2017.  There has been no 9 

generation of the rentals from installation until the end of February 2018 other than 10 

monthly run-ups for maintenance.   11 

If the rental units were used for generation, YEC would not be able to estimate the portion 12 

supplied to specific communities as Yukon is an integrated grid. 13 



 

 

 

 

 

 

 

 

 

John Maissan 

(JM) 
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TOPIC: Section 1 Introduction 1 

 2 

REFERENCE:  Page 1-3 L20-26 Re. YDC Contributions “…with $18.3 million used to 3 

offset the capital costs of the Whitehorse Diesel Natural-Gas 4 

Conversion Project (LNG Project) added to rate base in 2015…”  5 

And CBC radio media coverage on March 13 at approximately 7:20 AM 6 

in which Mr. Brad Cathers (the then Minister responsible for the Yukon 7 

Development Corporation and the Yukon Energy Corporation) is heard 8 

to say that the $18.3 million was YDC’s equity contribution to the LNG 9 

project as the Yukon Utilities Board requires Yukon Energy to have a 10 

60:40 debt equity ratio. 11 

 12 

QUESTION: 13 

 14 

a) Was the $18.3 million given to YEC by YDC intended to be YEC’s equity portion 15 

of the project? 16 

 17 

b) If so, does the balance of the LNG Project costs of $23.633 million ($41.933 million 18 

less $18.3 million) attract debt cost only as opposed to a mixture of debt and 19 

equity? 20 

 21 
c) If the answer to (a) is no, please explain the apparent discrepancy between the 22 

referenced two pieces of information and provide documentation to support YEC’s 23 

position. 24 

 25 

ANSWER: 26 

 27 

(a) (b) and (c) 28 

 29 

No. The $18.3 million given to YEC by YDC was not intended to be YEC’s equity portion 30 

of the project. YEC received $22.4 million of construction financing that was converted to 31 

a capital contribution, with $18.3 million of this specified as the capital contribution 32 

allocated to the LNG plant. The balance was added to utility rate base and therefore 33 

attracts debt and equity in accordance with approved capital policy. 34 

YEC cannot comment on the media reports. 35 
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TOPIC: Section 2 Sales and Generation 1 

 2 

REFERENCE: Various media coverage involving contact with YEC, has indicated that 3 

YEC is experiencing lower than long term average (LTA) water flows 4 

available for generation due to low water levels in Mayo Lake. 5 

 6 

PREAMBLE: 7 

 8 

QUESTION: 9 

 10 

a) What flow volume and generation is available from the Mayo Hydro system this 11 

2017-2018 winter and what are the long term winter averages for this system? 12 

 13 

b) Are the flows and generation available from Whitehorse Rapids and the Aishihik 14 

generating stations this winter at LTAs? 15 

 16 
c) If not, please provide the actual flow and generation available from these two 17 

plants and what are the LTAs? 18 

 19 
d) Please provide a forecast for the winter of 2017-2018 (assuming spring flows will 20 

be at LTA) of the shortfall in hydro generation (requiring additional thermal 21 

generation) compared to LTA. 22 

 23 
e) What will this the cost of this generation be, and will this come out of the DCF? 24 

 25 

ANSWER: 26 

 27 

(a), (b) and (c) 28 

 29 

The current analysis uses actual flows measured at the YEC hydro facilities.1  30 

Table 1 presents, for each of the three hydro facilities, a comparison of actual average 31 

flows for the 2017-2018 winter (assumed to be November to March) and LTA flows 32 

                                                 
1 At this time, reservoir level and flow data from Water Survey of Canada for 2017 and 2018 used to calculate 
inflows are not available. Consequently, the response uses actual flow records measured at the YEC hydro 
generating stations and are presented for illustration purposes. 
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obtained from YECSIM as per the GRA with total generation adjusted to match the actual 1 

production observed over the same period. 2 

Table 1. Comparison of Actual & LTA Flows: YEC Hydro Facilities: Winter 2017-18 3 

 
Hydro Facility 
(Nov‐March) 

 

Actual 
Avg. 
Flows 

LTA 
Avg. 
Flows 

[m3/s]  [m3/s] 

Mayo  12.26 24.72

Aishihik  18.37 18.20

Whitehorse  155.14 137.15

   

   
Table 2 presents, for each of the three hydro facilities, a comparison of actual generation 4 

for the 2017-2018 winter and LTA hydro generation obtained from YECSIM. 5 

Table 2. Comparison of Actual & LTA Hydro Generation: Winter 2017-18 6 

 7 

Hydro Facility 
(Nov‐March) 

 

Actual 
Hydro 

Generation 

LTA Hydro 
Generation 

[GWh]  [GWh] 

Mayo  18.37 31.64

Aishihik  105.75 86.20

Whitehorse  86.08 88.31

A higher Aishihik Lake level at the beginning of the winter period allowed YEC to generate 8 

more power out of Aishihik GS to deal with higher than forecasted loads and to 9 

compensate for the low water conditions at Mayo GS.  10 

In comparison, Marsh Lake levels at the start of the winter were lower than long-term 11 

average. Higher generation at the beginning of the winter period out of Whitehorse GS 12 

was also required to meet the greater loads and to compensate for the low water 13 

conditions at Mayo GS. The higher generation combined with water levels falling below 14 

historical range led YEC to reduce generation in the latter part of the winter at Whitehorse 15 

GS. Consequently, actual hydro generation out of Whitehorse GS is slightly less than LTA 16 

hydro generation calculated by YECSIM for a similar grid load.  17 
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(d) and (e) 1 

 2 

The response above provides actual generation for the winter of 2017-2018 – there is no 3 

basis for providing the requested forecast for this same winter assuming spring flows at 4 

LTA. 5 

Please see response to JM-YEC-2-3 regarding ST hydro forecast updates for 2018. YEC 6 

costs for thermal generation fuel for 2018 will be determined by LTA as at year end, and 7 

will not be affected by actual water conditions and hydro generation. 8 
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TOPIC: Short-term Hydro Alternative GRA Forecast (Appendix 2.2 to two-1 

part ERA application December 6, 2017) 2 

 3 

REFERENCE: Page A-2.2-1 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) Given the below LTA hydro experienced so far this winter, would the ST hydro 10 

forecast be any different if it was being run today compared to when it was run for 11 

this application? 12 

 13 

ANSWER: 14 

 15 

(a) 16 

 17 

A ST hydro forecast for 2018  run today, based on reservoir levels last November, yields 18 

lower forecast thermal generation for 2018 than was forecast for the December 2017 ERA 19 

Application. Each forecast excludes thermal generation for capital and unit maintenance. 20 

 21 

The ST hydro and thermal generation forecast for 2018, as filed in the December 2017 22 

ERA Application, was prepared based on actual reservoir levels as at Nov 29, 2016 and 23 

assumed LTA inflows thereafter, assuming GRA forecast loads and wind generation at 24 

approximately 0.5 GW.h/year. The 2018 forecast was the second year in the ST 25 

assessment, and reflected lower reservoir levels forecast for November 2017 based on 26 

LTA inflows and the forecast grid load. The resulting initial ST thermal generation forecast 27 

for 2018 was 8,226 MW.h.  28 

 29 

An updated ST hydro and thermal generation forecast for 2018 has been prepared based 30 

on actual reservoir levels as at Nov. 19, 2017 and assumed LTA inflows thereafter, as well 31 

as GRA forecast loads and wind generation at approximately 0.5 GW.h/year. The resulting 32 

updated ST thermal generation forecast for 2018 is 2,795 MW.h. It is much lower than the 33 

earlier ST forecast for 2018, reflecting that 2018 is now the first year in the ST forecast. 34 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

JM-YEC-2-3 

April 6, 2018 Page 2 of 2 

The difference between the 2018 forecast resulting from second year of simulation (8,226 1 

MWh) vs 2018 run with updated water information and as first year of the simulation (2,795 2 

MWh) is caused by two factors: 3 

 4 

1) Higher initial water levels – actual water levels were higher than forecast in the 2 5 

year simulation; and  6 

 7 

2) When run as the first year of a simulation, the model more aggressively dispatches 8 

hydro resources, thereby reducing the thermal requirement.  9 
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TOPIC: Short-term Hydro Alternative GRA Forecast (Appendix 2.2 to two-1 

part ERA application December 6, 2017) 2 

 3 

REFERENCE: Page A2.2-3 top bullets re diesel-LNG allocation 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) Whether LTA or ST hydro is assumed for forecasting thermal generation 10 

requirements, the actual thermal requirements in any year will be the same. How 11 

then can actual LNG-diesel allocation be 60:40 with ST forecasting and 90:10 12 

when using LTA forecasting? 13 

 14 

b) Why would the actual operational practice of running LNG or diesel be any 15 

different if the actual requirement is the same (the forecast method cannot 16 

change the actual hydro availability)? 17 

 18 

ANSWER: 19 

 20 

(a) and (b) 21 

 22 

The LTA and ST forecasts address totally different time periods for assessing the LNG-23 

diesel allocation. As a result, the allocations used for LTA forecasts differ materially from 24 

the allocations used for ST forecasts. The forecast related to diesel or LNG usage will 25 

change depending on whether a short term or a long term average perspective is taken. 26 

Overall, the forecast for 2017/18 and high water provide a solid basis for a ST LNG: 27 

diesel split that is very different than the LTA LNG: diesel split for the same load. 28 

As noted in the ERA Two Part Application, Appendix 2.2, page A2.3-3, the 60/40 29 

LNG/diesel allocation of forecast short term generation specifically for expected 30 

favourable water conditions in the 2017 and 2018 test years reflects the tendency for 31 
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diesel generation to dominate smaller and shorter duration thermal generation1, and the 1 

lack of any useful additional assessments as to a forecast allocation for each test year.  2 

In contrast, the 90/10 LNG/diesel allocation for LTA forecast thermal reflects an 3 

assessment that considers a long term perspective over all 35 water years; it 4 

acknowledges that some years will have below average water levels and that the 5 

majority of thermal generation would occur within these years; while other years will 6 

have minimal thermal generation, e.g., at grid load of 420 GWh/year 75% of thermal 7 

generation requirement over 35 years would occur in 20% of the water years and less 8 

than 1% of this thermal generation would occur in 46% of water years. The basis for the 9 

90/10 LNG/diesel allocation for LTA generation was reviewed in detail in Appendix 3.4 of 10 

the 2017/18 GRA Application and in the following IR responses: YUB-YEC-1-25;  11 

JM-YEC-1-13; YUB-YEC-1-42; YUB-YEC-1-43; YUB-YEC-1-36 and YUB-YEC-1-39. 12 

Please also see response to YUB-YEC-2-19 and YUB-YEC-2-21. 13 

                                                 
1 Please see YUB-YEC-2-6 ((c) at page 5) and YUB-YEC-1-38 for review of information from Appendix 3.4 
of the GRA on the tendency for diesel generation to dominate smaller and shorter duration thermal 
generation requirements under these forecast test year conditions. 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

JM-YEC-2-5 

April 6, 2018 Page 1 of 1 

TOPIC: Short-term Hydro Alternative GRA Forecast (Appendix 2.2 to two-1 

part ERA application December 6, 2017) 2 

 3 

REFERENCE: Page A2.2-5 Item 3b 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) Is this section essentially saying that rates will be more volatile using a ST 10 

forecasting method; i.e. they will vary with water availability? 11 

 12 

b) Does YEC have a preference for one forecasting method or the other? 13 

 14 

ANSWER: 15 

 16 

(a) and (b) 17 

 18 

Yes. Appendix 2.2 notes that the Board has previously approved LTA hydro forecasts as 19 

the basis for setting revenue requirements in order to provide greater long-term rate 20 

stability for ratepayers than is provided by ST hydro forecasts. Specifically, short-term 21 

hydro forecasts for the current test years reflect current very favourable water conditions 22 

and would move rates below the LTA revenue requirement levels required for long term 23 

rate stability for ratepayers. Please see response to YUB-YEC-2-3(c) for review of 24 

history regarding ST versus LTA forecast use in the 1990s, and YUB-YEC-2-12 25 

regarding the ST alternative in the current proceeding. Related impact issues regarding 26 

the DCF cap are addressed in response to YUB-YEC-2-11(c and d).  27 

Yukon Energy supports use of long term average generation forecasts that provide for 28 

greater rate stability over time.  29 
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TOPIC: YECSIM Model 1 

 2 

REFERENCE: At the YECSIM workshop February 12, 2018 it was explained that 3 

YECSIM could not model the benefits of the diurnal variations in 4 

intermittent energy supply options such as solar PV and wind power. 5 

Solar power only being available in the day time when electrical loads 6 

are higher and wind power which is higher in the afternoons when 7 

electrical loads are higher and lower in early mornings when electrical 8 

loads are typically lower. 9 

 10 

PREAMBLE:  11 

 12 

QUESTION: 13 

 14 

a) Please describe how YEC would or does assess the added value of such beneficial 15 

diurnal patterns when assessing such supply options. 16 

 17 

b) Can the YESIM [sic] model adequately assess the value of uprates to the existing 18 

hydro plants and changes to the storage ranges of hydro reservoirs? 19 

 20 

c) Can the YECSIM model adequately assess smaller run-of-river hydro plants that 21 

may be considered in future? 22 

 23 

d) When YEC installs the proposed short-term battery energy storage project, 24 

would/could the YECSIM model be updated to include it being operated as 25 

intended? 26 

 27 

ANSWER: 28 

 29 

(a) 30 

 31 

Considering that YECSIM provides outputs at the weekly time step, YECSIM has not been 32 

designed to address diurnal patterns of intermittent resources. YECSIM can introduce 33 

intermittent resources as averaged non-dispatchable resources. The nuances of diurnal 34 

variations of those resources are lost in the averaging though.  35 
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(b) 1 

 2 

Yes. 3 

 4 

(c) 5 

 6 

To adequately assess run-of-river hydro plants YECSIM will need to be adapted. 7 

 8 

(d) 9 

 10 

If YEC installs the proposed energy storage, YEC will assess the modelling needs and 11 

either upgrade YECSIM or introduce a more advanced model to address the impact 12 

caused by the energy storage. 13 
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TOPIC: 1 

 2 

REFERENCE:  Reference: YECSIM Model in GRA Presentation, February 12, 2018, 3 

page 5“Water-Related & Thermal Generation Forecasts” 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) Please explain how the YECSIM model incorporates the benefits of other 10 

renewable sources of generation like solar and options such as battery storage. 11 

 12 

b) If the YECSIM model does not include the benefits of solar generation, please 13 

explain how the model can be updated. 14 

 15 

ANSWER: 16 

 17 

(a) 18 

 19 

Considering the weekly time step YECSIM provides outputs for, YECSIM is not specifically 20 

designed to incorporate intermittent resources, such as solar and wind, that can vary their 21 

generation within a day or week. However, YECSIM can incorporate intermittent resources 22 

such as solar and wind by averaging them over the time step and considering them as 23 

non-dispatchable resources. The daily and weekly variations of those resources are lost 24 

in the averaging.  25 

 26 

YECSIM has not been designed to incorporate battery storage. 27 

 28 

See also response to JM-YEC-2-6. 29 

 30 

(b) 31 

 32 

A model with a higher resolution in terms of the time step would be more beneficial to 33 

address intermittent resources such as solar. 34 
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TOPIC: 1 

 2 

REFERENCE:  YECSIM Model in GRA Presentation, February 12, 2018, page 3 

6“Change in water from GRA forecast is a ratepayer risk” 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

9 

a) Please explain why YEC does not accept any of the forecast risk related to hydro10 

generation to ensure that YEC is motivated to optimize its forecast model and the11 

use of generation assets.12 

 13 

ANSWER: 14 

15 

(a) 16 

 17 

Based on normal regulatory principles, risks related to water variance are not borne by the 18 

utility. 19 

20 

Please see response to YUB-YEC-2-2(c) for detailed review of relevant GRA filings and 21 

Board Orders regarding the principle that risk of low water conditions variance relative to 22 

GRA forecasts, as regards added cost of thermal generation, is borne by customers of the 23 

utility. See response to YUB-YEC-2-9(e) and YUB-YEC-2-31(c) and (d) regarding 24 

contingency fund approaches used with regard to water-related hydro generation 25 

variances in other Canadian jurisdictions. 26 
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TOPIC: 1 

 2 

REFERENCE:  YECSIM Model in GRA Presentation, February 12, 2018, page 8 3 

“Regardless of forecast used, need consistent implementation in 4 

GRA and for determining diesel generation costs at each year 5 

end.” 6 

 7 

December 18, 2017 Alternative GRA Forecast Submission, page 3 8 

“The current level of existing firm rates result in a $3.320 million 9 

rate revenue shortfall in 2017, and a $5.881 million rate revenue 10 

shortfall in 2018 compared to revenue requirements set out in Tab 11 

3. These shortfalls, which are outlined in Table 1 below, form the 12 

basis for the proposed rate increases in this Application.” 13 

 14 

PREAMBLE:  15 

 16 

QUESTION: 17 

 18 

a) Please confirm that, from YEC’s perspective, it doesn’t actually matter whether you 19 

use a short-term forecast or a long-term average forecast as long as there is 20 

consistency with forecast and year-end reconciliations. 21 

 22 

b) Please confirm that the forecast revenue shortfalls have been reduced by $2.03 23 

million and $0.7 million in 2017 and 2018 respectively as a result of using the short-24 

term hydro generation forecast. 25 

 26 

c) Please provide specific details of all costs that have been reduced as a result of 27 

using the short-term hydro generation forecast. 28 

 29 

ANSWER: 30 

 31 

(a) 32 

 33 

Not confirmed. Specifically, Yukon Energy is not requesting approval of a ST hydro 34 

forecast for the 2017/18 GRA and is seeking approval of a LTA hydro generation forecast 35 

[as applied for in the June 2017 GRA Filing].  As noted in YEC’s December 6, 2017 letter, 36 

and in Section 2.2 and 2.5 and Appendix 2.2 of the ERA Application Part 2 Filing, Yukon 37 
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Energy does not consider the ST Alternative GRA Forecast to be appropriate for rate 1 

setting at this time, and YEC is not applying for and does not support the ST Alternative 2 

GRA Forecast. 3 

 4 

The basis for adopting a LTA forecast instead of a ST forecast are outlined in detail in the 5 

Two Part ERA Filing at pages 2-11 to 2-15. The following is summarized at page 2-14 of 6 

the Two Part ERA Filing regarding why use of the LTA forecast for hydro generation is 7 

being sought and is considered better than use of the ST forecast:   8 

 9 

 Discontinuing for the 2017 period forward a DCF based on LTA water conditions 10 

(and instead relying on short-term water conditions forecasts and a related ST DCF 11 

or contingency fund mechanism) would:  12 

 13 

o Increase rate instability for ratepayers; 14 

o Mask rather than display the expected long term cost of power;  and 15 

o Frustrate rather than facilitate intergenerational equity and fair treatment 16 

related to the benefits provided by hydro generation over its long term 17 

economic life. 18 

 19 

 Retaining LTA forecasts for hydro generation for the 2017 period forward, as 20 

provided for in the current GRA, adopts the approach that the Board has previously 21 

approved, and what YEC has applied for in the current GRA, in order to address 22 

rate stability objectives and appropriate LTA price signals to ratepayers.  23 

 24 

The sentence in the preamble relates in part to Figure 2-1 of the ERA Two Part Application 25 

which outlines the linear nature of the key inter-relationships between LTA hydro 26 

generation, the DCF and the ERA.  The key point outlined in Figure 2-1 and outlined in 27 

the reference quotation from the YECSIM Model GRA Presentation is that the forecast 28 

approach adopted in the GRA [whether LTA or ST] must be consistently used for 29 

contingency fund implementation (post GRA) and for determining final utility costs for each 30 

fiscal year (in particular ERA determinations).  Simply put, both steps are needed (i.e., the 31 

GRA forecast and the subsequent contingency fund implementation) whether a ST or LT 32 

forecast is adopted, and the same forecast methodology must be used at each step.  33 
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(b) and (c) 1 

 2 

Not confirmed. Yukon Energy is not requesting approval of a ST hydro forecast for the 3 

2017/18 GRA and is seeking approval of a LTA hydro generation forecast [as applied for 4 

in the June 2017 GRA Filing]. As such, the forecast revenue shortfalls in Yukon Energy’s 5 

Application have not been reduced.  6 

 7 

The referenced document provided by Yukon Energy on December 18, 2017, was 8 

provided in response to the Board’s direction in Order 2017-08 to provide an alternative 9 

GRA forecast using a short-term hydro-electric forecast.  Appendix 2.2 of the Two Part 10 

ERA Application outlines the key differences and specific details of all costs that are 11 

changed in the ST Alternative Forecast compared to the LTA forecast that Yukon Energy 12 

is seeking approval for in its GRA.  13 
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TOPIC: 1 

 2 

REFERENCE:  YECSIM Model in GRA Presentation, February 12, 2018, page 9 3 

“History Leading to YECSIM in 2017/18 GRA” 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) Please confirm that the mechanisms in place during the 1990s were the result of 10 

a negotiated settlement. 11 

 12 

b) Please confirm that there was abundant hydro generation available in the 1998-13 

2011 time period which resulted in the suspension of the DCF. 14 

 15 

c) Please provide a chronological history of the DCF noting the drivers and purposes 16 

for additions and withdrawals to the DCF. Please provide explanations for 17 

differences in drivers and purposes. 18 

 19 

d) Please provide a schedule showing demand as a percentage of hydro generation 20 

available for the years 1997 through 2017. 21 

 22 

e) Please confirm that natural load growth has more than made up for the load lost 23 

when the Faro mine ceased operations. 24 

 25 

ANSWER: 26 

 27 

(a) 28 

 29 

Not confirmed. See response to YUB-YEC-2-2(c-d) and YUB-YEC-2-3(b-d). The DCF was 30 

approved following a negotiated settlement that occurred for the 1996/97 GRA. The earlier 31 

Low Water Reserve Fund was approved as part of the 1991/92 GRA and the 1993/94 32 

GRA and did not involve a negotiated settlement.  33 

 34 

(b) 35 

 36 

Confirmed as a general statement of load relative to LTA hydro.  37 
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The DCF was effectively suspended in 1998 after the closure of the Faro mine resulted in 1 

a material surplus of hydro generation on the WAF system at LTA and diesel no longer 2 

being considered on the margin.   3 

 4 

However, it is noted that in 1999 pursuant to the DCF rules then in place, the DCF was 5 

used to pay for the costs of baseload generation using diesel due to extremely low water 6 

conditions. See response to YUB-YEC-2-3(b, c and d). 7 

8 

(c) 9 

 10 

Attachment 1 to this response provides the continuity schedule for the years 1996-2013 11 

filed as part of the 2014 DCF/ERA proceeding in response to UCG-YEC-1-6(b). Appendix 12 

3.5 of the 2017-18 GRA provides DCF continuity from 2012 to 2016. 13 

14 

Attachment 2 to this response provides an excerpt of the response to UCG-YEC-1-2(a) 15 

filed as part of the 2014 DCF/ERA proceeding. This reviews the Board Orders related to 16 

the DCF [additions/ deletions etc.] between 1997 and 2011. See response to YUB-YEC-17 

2-3(d), and the related attachment, for detailed review of DCF operation, drivers and 18 

changes during the period through to end of 1998 when the DCF was last active. 19 

20 

(d) 21 

 22 

Please see Table 1 below for the requested information. It includes total YEC load 23 

(including secondary sales) and hydro generation on all systems, i.e., prior to new 24 

transmission connections the load includes Dawson City and Mayo hydro as well as WAF.25 
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Table 1: Total YEC Load and Hydro Generation for 1997-2017 Years 1 

 2 

 3 
 4 

(e) 5 

 6 

Not confirmed, assuming “natural growth” references non-industrial firm loads. 7 

 8 

The Faro mine’s last full year (1996) showed a mine load of 178 GW.h; with losses, this 9 

accounted for 191 GW.h of YEC generation. By 1997, the last year of Faro operation, its 10 

generation load had declined to about 83 GW.h. 11 

 12 

Non-industrial firm load growth since 1996 for all YEC systems (i.e., not only WAF) was 13 

about 72 GW.h by 2016 and 104 GW.h by 2017. If measured since 1997 (when non-14 

Total Load, 

GW.h
Hydro, GW.h

% Hydro of 

Total Load

1997 349 253 72.5%

1998 287 264 92.3%

1999 270 243 89.8%

2000 269 252 93.9%

2001 273 257 94.1%

2002 280 262 93.8%

2003 295 282 95.8%

2004 303 301 99.3%

2005 309 308 99.5%

2006 327 325 99.3%

2007 333 331 99.5%

2008 344 342 99.4%

2009 374 371 99.2%

2010 382 377 98.6%

2011 401 384 95.9%

2012 427 423 99.2%

2013 423 421 99.5%

2014 402 400 99.5%

2015 418 413 98.7%

2016 418 411 98.4%

2017 456 441 96.8%
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industrial load was about 30 GW.h lower than in 1996), non-industrial firm load growth for 1 

all YEC systems was about 102 GW.h by 2016 and 134 GW.h by 2017.1  2 

 3 

In short, “natural growth” since 1996 or 1997 has been well below the total load lost when 4 

the Faro mine ceased full operations.  5 

                                                 
1 Non-mine total YEC generation firm load in 1996 (all systems) was about 296 GW.h; in 1997, this load had 
declined to about 266 GW.h; in 2016, this load was about 368 GW.h; in 2017, this load was about 400 
GW.h. 



FOR THE 
YEAR
1996 Opening balance 500,000.00          

YUB approved deposits 3,540,046.00       4,040,046.00         
YEC withdrawals - Fuel (942,817.87)        
YEC withdrawals - O&M (189,048.95)        (1,131,866.82)        
YECL withdrawals (325,803.92)           
Interest Income/Service Fees 188,741.49            
Ending Balance 2,771,116.75         

1997 Opening balance 2,771,116.75         
YUB 1997/7 Drawdown (346,275.62)           
YEC Whitehorse Hydro Plant Fire 516,167.23            
YEC drawdown - Fuel (11,039.59)          
YEC drawdown - O&M (2,213.61)            (13,253.20)             
YECL withdrawals (177,878.50)           
Interest Income/Service Fees 85,132.72              
Ending Balance 2,835,009.38         

1998 Opening balance 2,835,009.38         
DCF Rider Drawdown (1,283,018.76)        
YEC Forest Fire  - Transfer impact to RFID 58,182.00              
YEC buildup - Fuel 399,743.47          
YEC buildup - O&M 80,154.48            479,897.95            
YECL Net withdrawals (12,958.18)             
Interest Income/Service Fees 158,646.58            
Ending Balance 2,235,758.97         

1999 Opening balance 2,235,758.97         
DCF Rider Drawdown (1,173,011.23)        
YEC buildup - Fuel (943,298.36)        
YEC buildup - O&M (189,145.28)        (1,132,443.64)        
YECL Net withdrawals -                         
YEC Whitehorse Hydro Plant Fire 674,413.21            
Interest Income/Service Fees 43,291.97              
Ending Balance 648,009.28            

2000 Opening balance 648,009.28            
DCF Rider Drawdown -                         
YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         
YECL Net withdrawals -                         
Interest Income/Service Fees 34,712.64              
Ending Balance 682,721.92            
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Diesel Contingency Fund ("DCF") 
& Related Amendments 
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Yukon Energy Corporation 
UCG-1-6(b) Attachment 1
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FOR THE 
YEAR

YUKON ENERGY CORPORATION
DIESEL CONTINGENCY FUND

CONTINUITY SCHEDULE

2001 Opening balance 682,721.92            
DCF Rider Drawdown -                         
YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         
YECL Net withdrawals -                         
Interest Income/Service Fees 32,510.57              
Ending Balance 715,232.49            

2002 Opening balance 715,232.49            
DCF Rider Drawdown -                         
YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         
YECL Net withdrawals -                         
Interest Income/Service Fees 19,135.69              
Ending Balance 734,368.18            

2003 Opening balance 734,368.18            
DCF Rider Drawdown -                         
YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         
YECL Net withdrawals -                         
Interest Income/Service Fees 21,056.11              
Ending Balance 755,424.29            

2004 Opening balance 755,424.29            
DCF Rider Drawdown -                         

YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         

YECL Net withdrawals -                         
Interest Income/Service Fees 16,296.98              

Ending Balance 771,721.27            

2005 Opening balance 771,721.27            
DCF Rider Drawdown -                         

YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         

YECL Net withdrawals -                         
Interest Income/Service Fees 19,184.49              

Ending Balance 790,905.76            
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FOR THE 
YEAR

YUKON ENERGY CORPORATION
DIESEL CONTINGENCY FUND

CONTINUITY SCHEDULE

2006 Opening balance 790,905.76            
DCF Rider Drawdown -                         

YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         

YECL Net withdrawals -                         
Interest Income/Service Fees 29,701.89              

Ending Balance 820,607.65            

2007 Opening balance 820,607.65            
DCF Rider Drawdown -                         

YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         

YECL Net withdrawals -                         
Interest Income/Service Fees 35,413.19              

Ending Balance 856,020.84            

2008 Opening balance 856,020.84            
DCF Rider Drawdown -                         

YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         

YECL Net withdrawals -                         
Interest Income/Service Fees 26,672.56              

Ending Balance 882,693.40            

2009 Opening balance 882,693.40            
DCF Rider Drawdown -                         

YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         

YECL Net withdrawals -                         
Interest Income/Service Fees 3,967.40                

Ending Balance 886,660.80            

2010 Opening balance 886,660.80            
DCF Rider Drawdown -                         

YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         

YECL Net withdrawals -                         
Interest Income/Service Fees 4,443.48                

Ending Balance 891,104.28            
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FOR THE 
YEAR

YUKON ENERGY CORPORATION
DIESEL CONTINGENCY FUND

CONTINUITY SCHEDULE

2011 Opening balance 891,104.28            
DCF Rider Drawdown -                         

YEC buildup - Fuel -                      
YEC buildup - O&M -                      -                         

YECL Net withdrawals -                         
Interest Income/Service Fees 10,752.27              

Ending Balance 901,856.55            

2012 Opening balance 901,856.55            
DCF Rider Drawdown -                         

YEC buildup - Fuel 3,714,782.34       
YEC buildup - O&M -                      3,714,782.34         

YECL Net withdrawals -                         
Interest Income/Service Fees 9,970.59                

Ending Balance 4,626,609.48         

2013 Opening balance 4,626,609.48         
DCF Rider Drawdown -                         

YEC buildup - Fuel 3,517,981.67       
YEC buildup - O&M 3,517,981.67         

YECL Net withdrawals -                         
Interest Income/Service Fees 52,410.15              

Ending Balance 8,197,001.30         
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1996 DCF CALCULATIONS - REVISED

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31

Continuity schedule, year ending Dec. 31, 1996  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 30,465,457      32,454,966      32,760,654      29,982,564      27,039,651      23,572,986      25,817,964      28,198,591      28,573,048      27,038,103      23,736,101      29,701,916      339,342,001        

Wind 1a Manual Input (40)                  28,080            39,790            13,110            17,210            18,730            6,960              11,380            27,270            12,000            25,560            30,120            230,170               

Diesel 2 Manual Input 17,177,760      7,209,330        5,989,070        5,977,420        7,005,540        7,243,322        4,933,088        3,162,720        3,625,520        10,750,230      16,753,380      14,727,960      104,555,340        

Total 3 Line 1 + Line 2 47,643,177      39,692,376      38,789,514      35,973,094      34,062,401      30,835,038      30,758,012      31,372,691      32,225,838      37,800,333      40,515,041      44,459,996      444,127,511        

Forecast Generation - KWh

Hydro 4 Manual Input 29,406,071      26,221,576      26,492,008      26,018,859      24,202,463      30,159,783      31,072,278      30,772,277      31,299,877      32,502,304      33,164,963      29,775,270      351,087,729.50   

Wind 4a Manual Input 30,000            28,000            28,000            25,000            24,000            15,000            15,000            20,000            25,000            30,000            30,000            30,000            300,000.00          

Diesel 5 Manual Input 13,546,393      12,320,651      12,307,032      9,070,912        9,656,998        1,921,573        920,630          1,321,175        1,857,321        3,507,206        5,491,645        11,938,380      83,859,916.00     

Total 6 Line 4 + Line 5 42,982,464      38,570,227      38,827,040      35,114,771      33,883,461      32,096,356      32,007,908      32,113,452      33,182,198      36,039,510      38,686,608      41,743,650      435,247,645.50   

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 1,029,346        6,233,470        6,280,436        3,951,815        2,830,398        (6,583,067)      (5,262,354)      (2,582,306)      (2,724,559)      (5,482,201)      (9,433,302)      (73,234)           (11,815,558)         

Diesel 8 Line 2 - Line 5 3,631,367        (5,111,321)      (6,317,962)      (3,093,492)      (2,651,458)      5,321,749        4,012,458        1,841,545        1,768,199        7,243,024        11,261,735      2,789,580        20,695,424          

Total (favourable) 9 Line 3 - Line 6 4,660,713        1,122,149        (37,526)           858,323          178,940          (1,261,318)      (1,249,896)      (740,761)         (956,360)         1,760,823        1,828,433        2,716,346        8,879,866            

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input 1                     1                     1                     1                     1                     1                     1                     1                     1                     1                     1                     1                     1                         

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 13,546,393      12,320,651      12,307,032      9,070,912        9,656,998        1,921,573        920,630          1,321,175        1,857,321        3,507,206        5,491,645        11,938,380      83,859,916.00     

Total variance 12 Line 9 4,660,713        1,122,149        (37,526)           858,323          178,940          (1,261,318)      (1,249,896)      (740,761)         (956,360)         1,760,823        1,828,433        2,716,346        8,879,865.50       

13 Line 11 + Line 12 18,207,106      13,442,800      12,269,506      9,929,235        9,835,938        660,255          (329,266)         580,414          900,961          5,268,029        7,320,078        14,654,726      92,739,781.50     

Expected generation 14 Line 13 if Line 10=1; other=0 18,207,106      13,442,800      12,269,506      9,929,235        9,835,938        660,255          (329,266)         580,414          900,961          5,268,029        7,320,078        14,654,726      92,739,781.50     

Maximum savings available 14a Line 5 13,546,393      12,320,651      12,307,032      9,070,912        9,656,998        1,921,573        920,630          1,321,175        1,857,321        3,507,206        5,491,645        11,938,380      83,859,916.00     

Actual diesel generation 15 Line 2 17,177,760      7,209,330        5,989,070        5,977,420        7,005,540        7,243,322        4,933,088        3,162,720        3,625,520        10,750,230      16,753,380      14,727,960      104,555,340.00   

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) 1,029,346        6,233,470        6,280,436        3,951,815        2,830,398        (6,583,067)      (5,262,354)      (2,582,306)      (2,724,559)      (5,482,201)      (9,433,302)      (73,234)           (11,815,558.50)    

Standard efficiency(kwh/l) 17 Manual Input 3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                    

Standard litres - 000 litres 18 Line 16/Line 17 277,452          1,680,181        1,692,840        1,065,179        762,910          (1,774,412)      (1,418,424)      (696,039)         (734,382)         (1,477,682)      (2,542,669)      (19,740)           (3,184,786.66)      

Standard price($ per litre) 19 Manual Input 0.296038         0.296038         0.296038         0.296038         0.296038         0.296038         0.296038         0.296038         0.296038         0.296038         0.296038         0.296038         0.296038             

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per litre) 20 Manual Input 0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016                  

YEC Fuel savings (excess) 21 Line 18 x Line 19 82,136.23        497,397.32      501,144.94      315,333.49      225,850.47      (525,293.26)     (419,907.47)     (206,054.11)     (217,405.09)     (437,450.08)     (752,726.62)     (5,843.69)        (942,817.87)         

YEC Variable O&M costs 22 Line 20 x Line 16 16,469.53        99,735.52        100,486.98      63,229.03        45,286.36        (105,329.07)     (84,197.66)      (41,316.90)      (43,592.94)      (87,715.22)      (150,932.83)     (1,171.75)        (189,048.95)         

YEC buildup (drawdown) 23 Line 21+22 98,605.76        597,132.84      601,631.92      378,562.52      271,136.83      (630,622.33)     (504,105.13)     (247,371.01)     (260,998.03)     (525,165.30)     (903,659.45)     (7,015.44)        (1,131,866.82)      

YECL buildup (drawdown) 24 See Table 2 (27,891.62)      (29,143.33)      (18,263.55)      (25,293.64)      (14,055.96)      (17,859.11)      (39,243.08)      (40,349.39)      (13,599.28)      (31,417.17)      (33,950.46)      (34,737.33)      (325,803.92)         

Total buildup (drawdown) 25 Line 23 +24 70,714.14        567,989.51      583,368.37      353,268.88      257,080.87      (648,481.44)     (543,348.21)     (287,720.40)     (274,597.31)     (556,582.47)     (937,609.91)     (41,752.77)      (1,457,670.74)      

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 0.00 4,110,760.14   4,678,749.65   5,262,118.02   5,615,386.90   5,872,467.77   5,223,986.33   4,680,638.12   4,392,917.72   4,118,320.41   3,561,737.94   2,624,128.03   

Reserve Buildup (drawdown) 27 Line 25 70,714.14        567,989.51      583,368.37      353,268.88      257,080.87      (648,481.44)     (543,348.21)     (287,720.40)     (274,597.31)     (556,582.47)     (937,609.91)     (41,752.77)      (1,457,670.74)      

Transfer LWRF balance 28 500,000.00 500,000.00          

YUB approved deposites 29 3,540,046.00 3,540,046.00

Ending reserve balance 30 Line 26+27+28+29 4,110,760.14   4,678,749.65   5,262,118.02   5,615,386.90   5,872,467.77   5,223,986.33   4,680,638.12   4,392,917.72   4,118,320.41   3,561,737.94   2,624,128.03   2,582,375.26   

Interest Calculation:

Monthly interest rate 31 4.109% 4.109% 4.109% 4.109% 4.109% 4.220% 4.220% 4.220% 4.220% 4.287% 4.407% 4.407%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 14,222.49 13,875.00 17,395.00 18,445.00 20,157.00 19,390.00 17,935.00 16,478.00 15,000.00 14,260.00 11,506.00 10,078.00 188,741.49          

Service fees 33 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Net interest earned 34 Line 32+33 14,222.49 13,875.00 17,395.00 18,445.00 20,157.00 19,390.00 17,935.00 16,478.00 15,000.00 14,260.00 11,506.00 10,078.00 188,741.49

Cumulative net interest earned 35 14,222.49 28,097.49 45,492.49 63,937.49 84,094.49 103,484.49 121,419.49 137,897.49 152,897.49 167,157.49 178,663.49 188,741.49

Ending reserve balance including interest 36 Line 30+35 4,124,982.63 4,706,847.14 5,307,610.51 5,679,324.39 5,956,562.26 5,327,470.82 4,802,057.61 4,530,815.21 4,271,217.90 3,728,895.43 2,802,791.52 2,771,116.75

Interest Calculation

Interest earned 14,222.49 28,097.49 45,492.49 63,937.49 84,094.49 103,484.49 121,419.49 137,897.49 152,897.49 167,157.49 178,663.49 188,741.49

Account fees 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Net interest earned 14,222.49 28,097.49 45,492.49 63,937.49 84,094.49 103,484.49 121,419.49 137,897.49 152,897.49 167,157.49 178,663.49 188,741.49

Ending reserve balance 4,110,760.14 4,678,749.65 5,262,118.02 5,615,386.90 5,872,467.77 5,223,986.33 4,680,638.12 4,392,917.72 4,118,320.41 3,561,737.94 2,624,128.03 2,582,375.26

Ending reserve balance 4,124,982.63 4,706,847.14 5,307,610.51 5,679,324.39 5,956,562.26 5,327,470.82 4,802,057.61 4,530,815.21 4,271,217.90 3,728,895.43 2,802,791.52 2,771,116.75

TABLE 2: THE YUKON ELECTRICAL COMPANY LIMITED - Actual to Dec 31
Continuity schedule, year ending Dec. 31, 1996  - Diesel Contingency Fund Calculations - WAF System ($000)

Line # JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL
Actual generation - Mwh
Hydro 1 Manual Input 565,901 546,130 602,950 555,560 651,514 651,865 425,938 454,234 723,343 519,936 465,090 478,320 6,640,781 

Forecast generation - Mwh
Hydro 2 Manual Input 857,061 850,356 793,603 819,599 798,243 838,296 835,598 875,441 865,305 847,899 819,499 840,944 10,041,844          

Variance - Mwh
Hydro 3 Line 1 - Line 2 (291,160)         (304,226)         (190,653)         (264,039)         (146,729)         (186,431)         (409,660)         (421,207)         (141,962)         (327,963)         (354,409)         (362,624)         (3,401,063)           

Purchased power savings (loss) - Mwh 4 Line 3 if diesel on margin (291,160.00)     (304,226.00)     (190,653.00)     (264,039.00)     (146,729.00)     (186,431.00)     (409,660.00)     (421,207.00)     (141,962.00)     (327,963.00)     (354,409.00)     (362,624.00)     (3,401,063.00)      
(see Table 1, line 10)

Standard efficiency 17 YEC  - Line 17 3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                    
Standard litres 18 Line 4/Line 17 (78,480)           (82,002)           (51,389)           (71,170)           (39,550)           (50,251)           (110,420)         (113,533)         (38,265)           (88,400)           (95,528)           (97,742)           (916,728.57)         
Standard price per litre 19 YEC - Line 19 0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960                

Fuel savings (excess) - $000 20 Line 18 x Line 19 (23,233.06)      (24,275.71)      (15,213.10)      (21,069.02)      (11,708.30)      (14,876.21)      (32,688.52)      (33,610.08)      (11,327.89)      (26,169.76)      (28,279.92)      (28,935.35)      (271,386.92)         
Variable O&M costs - $000 21 YEC Line 21 x Line 4 (4,658.56)        (4,867.62)        (3,050.45)        (4,224.62)        (2,347.66)        (2,982.90)        (6,554.56)        (6,739.31)        (2,271.39)        (5,247.41)        (5,670.54)        (5,801.98)        (54,417.00)           
Reserve buildup (drawdown) - $000 22 Line 20 + Line 21 (27,891.62)      (29,143.33)      (18,263.55)      (25,293.64)      (14,055.96)      (17,859.11)      (39,243.08)      (40,349.39)      (13,599.28)      (31,417.17)      (33,950.46)      (34,737.33)      (325,803.92)         

Opening reserve 23 Line 25 prior period (325.80)           (28,217.42)      (57,360.75)      (75,624.30)      (100,917.94)     (114,973.90)     (132,833.01)     (172,076.09)     (212,425.48)     (226,024.76)     (257,441.93)     (291,392.39)     
Cumulative reserve balance - $000 25 Line 22+Line 23 (28,217.42)    (57,360.75)    (75,624.30)    (100,917.94)   (114,973.90)   (132,833.01)   (172,076.09)   (212,425.48)     (226,024.76)   (257,441.93)   (291,392.39)   (326,129.72)   
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1997 DCF CALCULATIONS - REVISED

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31

Continuity schedule, year ending Dec. 31, 1997  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 35,245,105      30,041,642      27,432,167      13,176,913      16,758,996      16,155,292      16,447,882      17,856,478      20,486,451      25,580,490      27,651,195      33,706,072      280,538,683         

Wind 1a Manual Input 32,340            22,210            25,050            21,320            18,640            16,590            7,590              19,140            25,370            17,840            6,530              21,370            233,990                

Diesel 2 Manual Input 9,325,290        4,277,990        9,025,200        6,861,920        1,295,370        1,260              53,010            8,610              96,630            357,870          7,140,520        6,747,710        45,191,380           

Total 3 Line 1 + Line 2 44,602,735      34,341,842      36,482,417      20,060,153      18,073,006      16,173,142      16,508,482      17,884,228      20,608,451      25,956,200      34,798,245      40,475,152      325,964,053         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623      27,721,714      26,992,170      23,818,498      24,702,218      30,959,932      30,771,956      30,871,830      31,799,615      32,502,676      30,765,226      29,775,138      351,087,596.00    

Wind 4a Manual Input 30,000            28,000            28,000            25,000            24,000            15,000            15,000            20,000            25,000            30,000            30,000            30,000            300,000.00           

Diesel 5 Manual Input 11,839,446      10,561,268      11,937,593      11,564,239      9,502,321        1,203,010        1,346,054        1,350,512        1,442,675        3,611,765        7,995,231        11,851,208      84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069      38,310,982      38,957,763      35,407,737      34,228,539      32,177,942      32,133,010      32,242,342      33,267,290      36,144,441      38,790,457      41,656,346      435,592,918.00    

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 4,840,822        2,314,138        437,047          (10,645,265)     (7,948,582)      (14,803,050)     (14,331,484)     (13,016,212)     (11,312,794)     (6,934,346)      (3,137,501)      3,922,304        (70,614,923)          

Diesel 8 Line 2 - Line 5 (2,514,156)      (6,283,278)      (2,912,393)      (4,702,319)      (8,206,951)      (1,201,750)      (1,293,044)      (1,341,902)      (1,346,045)      (3,253,895)      (854,711)         (5,103,498)      (39,013,942)          

Total (favourable) 9 Line 3 - Line 6 2,326,666        (3,969,140)      (2,475,346)      (15,347,584)     (16,155,533)     (16,004,800)     (15,624,528)     (14,358,114)     (12,658,839)     (10,188,241)     (3,992,212)      (1,181,194)      (109,628,865)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input 1                     1                     1                     -                  -                  -                  -                  -                  -                  -                  1                     1                     

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446      10,561,268      11,937,593      11,564,239      9,502,321        1,203,010        1,346,054        1,350,512        1,442,675        3,611,765        7,995,231        11,851,208      84,205,322.00      

Total variance 12 Line 9 2,326,666        (3,969,140)      (2,475,346)      (15,347,584)     (16,155,533)     (16,004,800)     (15,624,528)     (14,358,114)     (12,658,839)     (10,188,241)     (3,992,212)      (1,181,194)      (109,628,865.00)   

13 Line 11 + Line 12 14,166,112      6,592,128        9,462,247        (3,783,345)      (6,653,212)      (14,801,790)     (14,278,474)     (13,007,602)     (11,216,164)     (6,576,476)      4,003,019        10,670,014      (25,423,543.00)     

Expected generation 14 Line 13 if Line 10=1; other=0 14,166,112      6,592,128        9,462,247        -                  -                  -                  -                  -                  -                  -                  4,003,019        10,670,014      44,893,520.00      

Maximum savings available 14a Line 5 11,839,446      10,561,268      11,937,593      11,564,239      9,502,321        1,203,010        1,346,054        1,350,512        1,442,675        3,611,765        7,995,231        11,851,208      84,205,322.00      

Actual diesel generation 15 Line 2 9,325,290        4,277,990        9,025,200        6,861,920        1,295,370        1,260              53,010            8,610              96,630            357,870          7,140,520        6,747,710        45,191,380.00      

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) 4,840,822        2,314,138        437,047          (6,861,920)      (1,295,370)      -                  -                  -                  -                  (357,870)         (3,137,501)      3,922,304        (138,350.00)          

Standard efficiency(kwh/l) 17 Manual Input 3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                     

Standard litres - 000 litres 18 Line 16/Line 17 1,304,804        623,757          117,802          (1,849,574)      (349,156)         -                  -                  -                  -                  (96,461)           (845,688)         1,057,225        (37,291.10)            

Standard price($ per litre) 19 Manual Input 0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960                 

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per litre) 20 Manual Input 0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016                   

YEC Fuel savings (excess) 21 Line 18 x Line 19 386,271.50      184,655.74      34,873.99        (547,544.22)     (103,363.54)     -                  -                  -                  -                  (28,556.10)      (250,355.67)     312,978.71      (11,039.59)            

YEC Variable O&M costs 22 Line 20 x Line 16 77,453.15        37,026.21        6,992.75         (109,790.72)     (20,725.92)      -                  -                  -                  -                  (5,725.92)        (50,200.02)      62,756.86        (2,213.61)             

YEC buildup (drawdown) 23 Line 21+22 463,724.65      221,681.95      41,866.74        (657,334.94)     (124,089.46)     -                  -                  -                  -                  (34,282.02)      (300,555.69)     375,735.57      (13,253.20)            

YECL buildup (drawdown) 24 See Table 2 (37,974.99)      (30,427.77)      (44,636.60)      (30,643.50)      483.36            -                  -                  -                  -                  -                  (21,445.42)      (13,233.58)      (177,878.50)          

Total buildup (drawdown) 25 Line 23 +24 425,749.66      191,254.18      (2,769.86)        (687,978.44)     (123,606.10)     -                  -                  -                  -                  (34,282.02)      (322,001.11)     362,501.99      (191,131.70)          

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 2,771,116.75 3,196,866.41   3,388,120.59   3,385,350.73   2,697,372.29   2,573,766.19   2,573,766.19   2,467,483.00   2,224,773.39   2,227,490.57   2,227,490.57   2,274,260.39   

Reserve Buildup (drawdown) 27 Line 25 425,749.66      191,254.18      (2,769.86)        (687,978.44)     (123,606.10)     -                  -                  -                  -                  (34,282.02)      (322,001.11)     362,501.99      (191,131.70)          

YUB 1997/7 Drawdown 28 (106,283.19)     (242,709.61)     2,717.18         -                  (346,275.62)          

YEC fire impact 29 34,282.02        368,770.93      113,114.28      516,167.23

Ending reserve balance 30 Line 26+27+28+29 3,196,866.41   3,388,120.59   3,385,350.73   2,697,372.29   2,573,766.19   2,573,766.19   2,467,483.00   2,224,773.39   2,227,490.57   2,227,490.57   2,274,260.39   2,749,876.66   

403,052.95           

Interest Calculation:

Monthly interest rate 31 3.55% 3.34% 3.09% 3.42% 3.47% 3.46% 3.52% 3.58% 3.61% 3.93% 3.98% 2.72%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 8,984.00 8,440.00 8,900.00 8,586.00 7,811.00 7,368.00 7,594.00 7,211.00 6,688.00 7,547.00 7,486.00 5,901.00 92,516.00             

Service fees 33 (1,975.54) 0.00 0.00 (1,956.56) 0.00 0.00 (1,687.44) 0.00 0.00 (1,763.74) 0.00 0.00 (7,383.28)

Net interest earned 34 Line 32+33 7,008.46 8,440.00 8,900.00 6,629.44 7,811.00 7,368.00 5,906.56 7,211.00 6,688.00 5,783.26 7,486.00 5,901.00 85,132.72             

Cumulative net interest earned 35 7,008.46 15,448.46 24,348.46 30,977.90 38,788.90 46,156.90 52,063.46 59,274.46 65,962.46 71,745.72 79,231.72 85,132.72

Ending reserve balance including interest 36 Line 30+35 3,203,874.87 3,403,569.05 3,409,699.19 2,728,350.19 2,612,555.09 2,619,923.09 2,519,546.46 2,284,047.85 2,293,453.03 2,299,236.29 2,353,492.11 2,835,009.38

Interest Calculation

Interest earned 8,984.00 17,424.00 26,324.00 34,910.00 42,721.00 50,089.00 57,683.00 64,894.00 71,582.00 79,129.00 86,615.00 92,516.00

Account fees (1,975.54) (1,975.54) (1,975.54) (3,932.10) (3,932.10) (3,932.10) (5,619.54) (5,619.54) (5,619.54) (7,383.28) (7,383.28) (7,383.28)

Net interest earned 7,008.46 15,448.46 24,348.46 30,977.90 38,788.90 46,156.90 52,063.46 59,274.46 65,962.46 71,745.72 79,231.72 85,132.72

Ending reserve balance 3,196,866.41 3,388,120.59 3,385,350.73 2,697,372.29 2,573,766.19 2,573,766.19 2,467,483.00 2,224,773.39 2,227,490.57 2,227,490.57 2,274,260.39 2,749,876.66

Ending reserve balance 3,203,874.87 3,403,569.05 3,409,699.19 2,728,350.19 2,612,555.09 2,619,923.09 2,519,546.46 2,284,047.85 2,293,453.03 2,299,236.29 2,353,492.11 2,835,009.38

TABLE 2: THE YUKON ELECTRICAL COMPANY LIMITED - Actual to Dec 31
Continuity schedule, year ending Dec. 31, 1997  - Diesel Contingency Fund Calculations - WAF System ($000)

Line # JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL
Actual generation - Mwh
Hydro 1 Manual Input 460,640 532,720 327,640 499,710 803,290 739,610 464,420 365,650 331,200 519,936 595,630 702,800 6,343,246 

Forecast generation - Mwh
Hydro 2 Manual Input 857,061 850,356 793,603 819,599 798,243 838,296 835,598 875,441 865,305 847,899 819,499 840,944 10,041,844           

Variance - Mwh
Hydro 3 Line 1 - Line 2 (396,421)         (317,636)         (465,963)         (319,889)         5,047              (98,686)           (371,178)         (509,791)         (534,105)         (327,963)         (223,869)         (138,144)         (3,698,598)            

Purchased power savings (loss) - Mwh 4 Line 3 if diesel on margin (396,421)         (317,636)         (465,963)         (319,889)         5,047              -                  -                  -                  -                  -                  (223,869)         (138,144)         (1,856,875.00)       
(see Table 1, line 10)

Standard efficiency 17 YEC  - Line 17 3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                     
Standard litres 18 Line 4/Line 17 (106,852)         (85,616)           (125,596)         (86,223)           1,360              -                  -                  -                  -                  -                  (60,342)           (37,236)           (500,505.39)          
Standard price per litre 19 YEC - Line 19 0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960                 

Fuel savings (excess) - $000 20 Line 18 x Line 19 (31,632.25)      (25,345.59)      (37,181.19)      (25,525.28)      402.61            -                  -                  -                  -                  -                  (17,863.52)      (11,023.28)      (148,168.50)          
Variable O&M costs - $000 21 YEC Line 21 x Line 4 (6,342.74)        (5,082.18)        (7,455.41)        (5,118.22)        80.75              -                  -                  -                  -                  -                  (3,581.90)        (2,210.30)        (29,710.00)            
Reserve buildup (drawdown) - $000 22 Line 20 + Line 21 (37,974.99)      (30,427.77)      (44,636.60)      (30,643.50)      483.36            -                  -                  -                  -                  -                  (21,445.42)      (13,233.58)      (177,878.50)          

Opening reserve 23 Line 25 prior period -                  (37,974.99)      (68,402.76)      (113,039.36)     (143,682.86)     (143,199.50)     (143,199.50)     (143,199.50)     (143,199.50)     (143,199.50)     (143,199.50)     (164,644.92)     
Cumulative reserve balance - $000 25 Line 22+Line 23 (37,974.99)    (68,402.76)    (113,039.36)   (143,682.86)   (143,199.50)   (143,199.50)   (143,199.50)   (143,199.50)     (143,199.50)   (143,199.50)   (164,644.92)   (177,878.50)   
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1998 DCF CALCULATIONS

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31

Continuity schedule, year ending Dec. 31, 1998  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 36,039,040        21,433,141        22,326,425        18,580,593        18,161,991        16,545,167        16,106,899        18,101,121        18,145,949        20,640,506        22,898,681        24,840,153      253,819,666         

Wind 1a Manual Input 14,600               31,080               26,080               31,570               32,370               13,280               17,600               22,260               21,790               23,130               10,310               14,520            258,590                

Diesel 2 Manual Input 6,509,130          -                     19,320               -                     1,680                 2,478                 607,362             2,940                 420                    4,200                 34,440               17,160            7,199,130             

Total 3 Line 1 + Line 2 42,562,770        21,464,221        22,371,825        18,612,163        18,196,041        16,560,925        16,731,861        18,126,321        18,168,159        20,667,836        22,943,431        24,871,833      261,277,386         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623        27,721,714        26,992,170        23,818,498        24,702,218        30,959,932        30,771,956        30,871,830        31,799,615        32,502,676        30,765,226        29,775,138      351,087,596.00    

Wind 4a Manual Input 30,000               28,000               28,000               25,000               24,000               15,000               15,000               20,000               25,000               30,000               30,000               30,000            300,000.00           

Diesel 5 Manual Input 11,839,446        10,561,268        11,937,593        11,564,239        9,502,321          1,203,010          1,346,054          1,350,512          1,442,675          3,611,765          7,995,231          11,851,208      84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069        38,310,982        38,957,763        35,407,737        34,228,539        32,177,942        32,133,010        32,242,342        33,267,290        36,144,441        38,790,457        41,656,346      435,592,918.00    

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 5,617,017          (6,285,493)         (4,667,665)         (5,231,335)         (6,531,857)         (14,416,485)       (14,662,457)       (12,768,449)       (13,656,876)       (11,869,040)       (7,886,235)         (4,950,465)      (97,309,340)          

Diesel 8 Line 2 - Line 5 (5,330,316)         (10,561,268)       (11,918,273)       (11,564,239)       (9,500,641)         (1,200,532)         (738,692)            (1,347,572)         (1,442,255)         (3,607,565)         (7,960,791)         (11,834,048)     (77,006,192)          

Total (favourable) 9 Line 3 - Line 6 286,701             (16,846,761)       (16,585,938)       (16,795,574)       (16,032,498)       (15,617,017)       (15,401,149)       (14,116,021)       (15,099,131)       (15,476,605)       (15,847,026)       (16,784,513)     (174,315,532)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input 1                        -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     -                  

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446        10,561,268        11,937,593        11,564,239        9,502,321          1,203,010          1,346,054          1,350,512          1,442,675          3,611,765          7,995,231          11,851,208      84,205,322.00      

Total variance 12 Line 9 286,701             (16,846,761)       (16,585,938)       (16,795,574)       (16,032,498)       (15,617,017)       (15,401,149)       (14,116,021)       (15,099,131)       (15,476,605)       (15,847,026)       (16,784,513)     (174,315,532.00)   

13 Line 11 + Line 12 12,126,147        (6,285,493)         (4,648,345)         (5,231,335)         (6,530,177)         (14,414,007)       (14,055,095)       (12,765,509)       (13,656,456)       (11,864,840)       (7,851,795)         (4,933,305)      (90,110,210.00)     

Expected generation 14 Line 13 if Line 10=1; other=0 12,126,147        -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     -                  12,126,147.00      

Maximum savings available 14a Line 5 11,839,446        10,561,268        11,937,593        11,564,239        9,502,321          1,203,010          1,346,054          1,350,512          1,442,675          3,611,765          7,995,231          11,851,208      84,205,322.00      

Actual diesel generation 15 Line 2 6,509,130          -                     19,320               -                     1,680                 2,478                 607,362             2,940                 420                    4,200                 34,440               17,160            7,199,130.00        

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) 5,617,017          -                     -                     -                     -                     -                     (607,362)            -                     -                     -                     -                     -                  5,009,655.00        

Standard efficiency(kwh/l) 17 Manual Input 3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                3.71                     

Standard litres - 000 litres 18 Line 16/Line 17 1,514,021          -                     -                     -                     -                     -                     (163,709)            -                     -                     -                     -                     -                  1,350,311.32        

Standard price($ per litre) 19 Manual Input 0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960            0.2960                 

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per litre) 20 Manual Input 0.016                 0.016                 0.016                 0.016                 0.016                 0.016                 0.016                 0.016                 0.016                 0.016                 0.016                 0.016              0.016                   

YEC Fuel savings (excess) 21 Line 18 x Line 19 448,207.68        -                     -                     -                     -                     -                     (48,464.21)         -                     -                     -                     -                     -                  399,743.47           

YEC Variable O&M costs 22 Line 20 x Line 16 89,872.27          -                     -                     -                     -                     -                     (9,717.79)           -                     -                     -                     -                     -                  80,154.48             

YEC buildup (drawdown) 23 Line 21+22 538,079.95        -                     -                     -                     -                     -                     (58,182.00)         -                     -                     -                     -                     -                  479,897.95           

YECL buildup (drawdown) 24 See Table 2 (12,958.18)         -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     -                  (12,958.18)            

Total buildup (drawdown) 25 Line 23 +24 525,121.77        -                     -                     -                     -                     -                     (58,182.00)         -                     -                     -                     -                     -                  466,939.77           

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 2,835,009.38 3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,058,128.35      2,759,812.50      2,422,325.99   

Reserve Buildup (drawdown) 27 Line 25 525,121.77        -                     -                     -                     -                     -                     (58,182.00)         -                     -                     -                     -                     -                  466,939.77           

Rider drawdown 28 (302,002.80)       (298,315.85)       (337,486.51)       (345,213.60)     (1,283,018.76)       

Forest fire impact 29 58,182.00          58,182.00

Ending reserve balance 30 Line 26+27+28+29 3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,360,131.15      3,058,128.35      2,759,812.50      2,422,325.99      2,077,112.39   

Interest Calculation:

Monthly interest rate 31 4.78% 4.92% 5.01% 5.11% 5.13% 5.13% 5.03% 4.49% 6.16% 5.83% 5.80% 5.56%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 12,586.00 12,694.00 14,342.00 14,184.00 14,738.00 14,307.00 14,509.00 12,987.00 16,506.00 14,710.00 12,676.00 10,966.00 165,205.00           

Service fees 33 (1,850.89) 0.00 0.00 (1,780.51) 0.00 0.00 (1,460.05) 0.00 0.00 (1,466.97) 0.00 0.00 (6,558.42)

Net interest earned 34 Line 32+33 10,735.11 12,694.00 14,342.00 12,403.49 14,738.00 14,307.00 13,048.95 12,987.00 16,506.00 13,243.03 12,676.00 10,966.00 158,646.58           

Cumulative net interest earned 35 10,735.11 23,429.11 37,771.11 50,174.60 64,912.60 79,219.60 92,268.55 105,255.55 121,761.55 135,004.58 147,680.58 158,646.58

Ending reserve balance including interest 36 Line 30+35 3,370,866.26 3,383,560.26 3,397,902.26 3,410,305.75 3,425,043.75 3,439,350.75 3,452,399.70 3,465,386.70 3,179,889.90 2,894,817.08 2,570,006.57 2,235,758.97

Interest Calculation

Interest earned 12,586.00 25,280.00 39,622.00 53,806.00 68,544.00 82,851.00 97,360.00 110,347.00 126,853.00 141,563.00 154,239.00 165,205.00

Account fees (1,850.89) (1,850.89) (1,850.89) (3,631.40) (3,631.40) (3,631.40) (5,091.45) (5,091.45) (5,091.45) (6,558.42) (6,558.42) (6,558.42)

Net interest earned 10,735.11 23,429.11 37,771.11 50,174.60 64,912.60 79,219.60 92,268.55 105,255.55 121,761.55 135,004.58 147,680.58 158,646.58

Ending reserve balance 3,360,131.15 3,360,131.15 3,360,131.15 3,360,131.15 3,360,131.15 3,360,131.15 3,360,131.15 3,360,131.15 3,058,128.35 2,759,812.50 2,422,325.99 2,077,112.39

Ending reserve balance 3,370,866.26 3,383,560.26 3,397,902.26 3,410,305.75 3,425,043.75 3,439,350.75 3,452,399.70 3,465,386.70 3,179,889.90 2,894,817.08 2,570,006.57 2,235,758.97

TABLE 2: THE YUKON ELECTRICAL COMPANY LIMITED - Actual to Dec 31
Continuity schedule, year ending Dec. 31, 1998  - Diesel Contingency Fund Calculations - WAF System ($000)

Line # JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL
Actual generation - Mwh
Hydro 1 Manual Input 721,790 560,440 665,200 667,690 557,790 360,150 390,080 363,280 279,960 255,230 271,820 467,800 5,561,230 

Forecast generation - Mwh
Hydro 2 Manual Input 857,061 850,356 793,603 819,599 798,243 838,296 835,598 875,441 865,305 847,899 819,499 840,944 10,041,844           

Variance - Mwh
Hydro 3 Line 1 - Line 2 (135,271)            (289,916)            (128,403)            (151,909)            (240,453)            (478,146)            (445,518)            (512,161)            (585,345)            (592,669)            (547,679)            (373,144)         (4,480,614)            

Purchased power savings (loss) - Mwh 4 Line 3 if diesel on margin (135,271)            -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     -                  (135,271.00)          
(see Table 1, line 10)

Standard efficiency 17 YEC  - Line 17 3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                   3.71                3.71                     
Standard litres 18 Line 4/Line 17 (36,461)              -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     -                  (36,461.19)            
Standard price per litre 19 YEC - Line 19 0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960               0.2960            0.2960                 

Fuel savings (excess) - $000 20 Line 18 x Line 19 (10,793.84)         -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     -                  (10,793.84)            
Variable O&M costs - $000 21 YEC Line 21 x Line 4 (2,164.34)           -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     -                  (2,164.34)             
Reserve buildup (drawdown) - $000 22 Line 20 + Line 21 (12,958.18)         -                     -                     -                     -                     -                     -                     -                     -                     -                     -                     -                  (12,958.18)            

Opening reserve 23 Line 25 prior period -                     (12,958.18)         (12,958.18)         (12,958.18)         (12,958.18)         (12,958.18)         (12,958.18)         (12,958.18)         (12,958.18)         (12,958.18)         (12,958.18)         (12,958.18)      
Cumulative reserve balance - $000 25 Line 22+Line 23 (12,958.18)       (12,958.18)       (12,958.18)       (12,958.18)       (12,958.18)       (12,958.18)       (12,958.18)        (12,958.18)         (12,958.18)       (12,958.18)       (12,958.18)       (12,958.18)    
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Schedule 5: REVISED 1999 DCF CALCULATIONS

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31

Continuity schedule, year ending Dec. 31, 1999  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 24,703,222 19,755,439 21,697,737 17,173,732 16,385,634 16,648,649 16,902,905 17,048,595 17,532,436 19,765,543 21,390,108 24,120,830 233,124,830              

Wind 1a Manual Input 20,180 22,530 29,220 26,670 19,650 14,760 20,550 12,570 29,500 27,130 10,830 34,050 267,640                     

Diesel 2 Manual Input 3,952,140 3,088,060 139,860 1,942,780 2,083,550 13,370 3,150 99,330 183,540 73,080 488,770 266,280 12,333,910                

Total 3 Line 1 + Line 2 28,675,542       22,866,029       21,866,817      19,143,182      18,488,834      16,676,779      16,926,605      17,160,495      17,745,476      19,865,753      21,889,708      24,421,160      245,726,380              

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623       27,721,714       26,992,170      23,818,498      24,702,218      30,959,932      30,771,956      30,871,830      31,799,615      32,502,676      30,765,226      29,775,138      351,087,596.00         

Wind 4a Manual Input 30,000              28,000              28,000            25,000            24,000            15,000            15,000            20,000            25,000            30,000            30,000            30,000            300,000.00                

Diesel 5 Manual Input 11,839,446       10,561,268       11,937,593      11,564,239      9,502,321        1,203,010        1,346,054        1,350,512        1,442,675        3,611,765        7,995,231        11,851,208      84,205,322.00           

Total 6 Line 4 + Line 5 42,276,069       38,310,982       38,957,763      35,407,737      34,228,539      32,177,942      32,133,010      32,242,342      33,267,290      36,144,441      38,790,457      41,656,346      435,592,918.00         

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 (5,713,221)        (7,971,745)        (5,293,213)      (6,643,096)      (8,320,934)      (14,311,523)     (13,863,501)     (13,830,665)     (14,262,679)     (12,740,003)     (9,394,288)      (5,650,258)      (117,995,126)             

Diesel 8 Line 2 - Line 5 (7,887,306)        (7,473,208)        (11,797,733)     (9,621,459)      (7,418,771)      (1,189,640)      (1,342,904)      (1,251,182)      (1,259,135)      (3,538,685)      (7,506,461)      (11,584,928)     (71,871,412)               

Total (favourable) 9 Line 3 - Line 6 (13,600,527)      (15,444,953)      (17,090,946)     (16,264,555)     (15,739,705)     (15,501,163)     (15,206,405)     (15,081,847)     (15,521,814)     (16,278,688)     (16,900,749)     (17,235,186)     (189,866,538)             

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                   -                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446       10,561,268       11,937,593      11,564,239      9,502,321        1,203,010        1,346,054        1,350,512        1,442,675        3,611,765        7,995,231        11,851,208      84,205,322.00           

Total variance 12 Line 9 (13,600,527)      (15,444,953)      (17,090,946)     (16,264,555)     (15,739,705)     (15,501,163)     (15,206,405)     (15,081,847)     (15,521,814)     (16,278,688)     (16,900,749)     (17,235,186)     (189,866,538.00)        

13 Line 11 + Line 12 (1,761,081)        (4,883,685)        (5,153,353)      (4,700,316)      (6,237,384)      (14,298,153)     (13,860,351)     (13,731,335)     (14,079,139)     (12,666,923)     (8,905,518)      (5,383,978)      (105,661,216.00)        

Expected generation 14 Line 13 if Line 10=1; other=0 -                   -                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                            

Maximum savings available 14a Line 5 11,839,446       10,561,268       11,937,593      11,564,239      9,502,321        1,203,010        1,346,054        1,350,512        1,442,675        3,611,765        7,995,231        11,851,208      84,205,322.00           

Actual diesel generation 15 Line 2 3,952,140         3,088,060         139,860          1,942,780        2,083,550        13,370            3,150              99,330            183,540          73,080            488,770          266,280          12,333,910.00           

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) (3,952,140)        (3,088,060)        -                  (1,942,780)      (2,083,550)      -                  -                  -                  -                  -                  (488,770)         (266,280)         (11,821,580.00)          

Standard efficiency(kwh/l) 17 Manual Input 3.71                 3.71                 3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                          

Standard litres - 000 litres 18 Line 16/Line 17 (1,065,267)        (832,361)           -                  (523,660)         (561,604)         -                  -                  -                  -                  -                  (131,744)         (71,774)           (3,186,409.70)            

Standard price($ per litre) 19 Manual Input 0.2960              0.2960              0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960                       

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016                0.016                0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016              0.016                        

YEC Fuel savings (excess) 21 Line 18 x Line 19 (315,359.47)      (246,410.54)      -                  (155,023.37)     (166,256.06)     -                  -                  -                  -                  -                  (39,001.21)      (21,247.71)      (943,298.36)               

YEC Variable O&M costs 22 Line 20 x Line 16 (63,234.24)        (49,408.96)        -                  (31,084.48)      (33,336.80)      -                  -                  -                  -                  -                  (7,820.32)        (4,260.48)        (189,145.28)               

YEC buildup (drawdown) 23 Line 21+22 (378,593.71)      (295,819.50)      -                  (186,107.85)     (199,592.86)     -                  -                  -                  -                  -                  (46,821.53)      (25,508.19)      (1,132,443.64)            

YECL buildup (drawdown) 24 See Table 2 -                   -                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                            

Total buildup (drawdown) 25 Line 23 +24 (378,593.71)      (295,819.50)      -                  (186,107.85)     (199,592.86)     -                  -                  -                  -                  -                  (46,821.53)      (25,508.19)      (1,132,443.64)            

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 2,235,758.97 1,803,928.15    1,416,812.57   1,063,222.38   877,388.24      677,511.83      677,408.68      677,400.16      677,397.99      677,307.47      677,307.47      630,338.71      

Reserve Buildup (drawdown) 27 Line 25 (378,593.71)      (295,819.50)      -                  (186,107.85)     (199,592.86)     -                  -                  -                  -                  -                  (46,821.53)      (25,508.19)      (1,132,443.64)            

Rider drawdown 28 (431,830.82)      (387,115.58)      (353,590.19)     273.71            (283.55)           (103.15)           (8.52)               (2.17)               (90.52)             -                  (147.23)           (113.21)           (1,173,011.23)            

YEC Fire Impact 29 378,593.71       295,819.50       -                  674,413.21

Ending reserve balance 30 Line 26+27+28+29 1,803,928.15    1,416,812.57    1,063,222.38   877,388.24      677,511.83      677,408.68      677,400.16      677,397.99      677,307.47      677,307.47      630,338.71      604,717.31      

Interest Calculation:

Monthly interest rate 31 5.49% 5.30% 5.31% 5.22% 4.97% 4.93% 4.98% 4.90% 4.97% 5.05% 5.08% 5.22%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 9,781.00 6,581.00 5,109.00 3,963.00 3,052.00 2,659.00 2,699.00 2,660.00 2,711.00 2,761.00 2,694.00 2,638.00 47,308.00                  

Service fees 33 (1,389.12) 0.00 0.00 (1,062.86) 0.00 0.00 (905.02) 0.00 0.00 (659.03) 0.00 0.00 (4,016.03)

Net interest earned 34 Line 32+33 8,391.88 6,581.00 5,109.00 2,900.14 3,052.00 2,659.00 1,793.98 2,660.00 2,711.00 2,101.97 2,694.00 2,638.00 43,291.97                  

Cumulative net interest earned 35 8,391.88 14,972.88 20,081.88 22,982.02 26,034.02 28,693.02 30,487.00 33,147.00 35,858.00 37,959.97 40,653.97 43,291.97

Ending reserve balance including interest 36 Line 30+35 1,812,320.03 1,431,785.45 1,083,304.26 900,370.26 703,545.85 706,101.70 707,887.16 710,544.99 713,165.47 715,267.44 670,992.68 648,009.28

Interest Calculation

Interest earned 9,781.00 16,362.00 21,471.00 25,434.00 28,486.00 31,145.00 33,844.00 36,504.00 39,215.00 41,976.00 44,670.00 47,308.00

Account fees (1,389.12) (1,389.12) (1,389.12) (2,451.98) (2,451.98) (2,451.98) (3,357.00) (3,357.00) (3,357.00) (4,016.03) (4,016.03) (4,016.03)

Net interest earned 8,391.88 14,972.88 20,081.88 22,982.02 26,034.02 28,693.02 30,487.00 33,147.00 35,858.00 37,959.97 40,653.97 43,291.97

Ending reserve balance 1,803,928.15 1,416,812.57 1,063,222.38 877,388.24 677,511.83 677,408.68 677,400.16 677,397.99 677,307.47 677,307.47 630,338.71 604,717.31

Ending reserve balance 1,812,320.03 1,431,785.45 1,083,304.26 900,370.26 703,545.85 706,101.70 707,887.16 710,544.99 713,165.47 715,267.44 670,992.68 648,009.28

TABLE 2: THE YUKON ELECTRICAL COMPANY LIMITED - Actual to Dec 31
Continuity schedule, year ending Dec. 31, 1999  - Diesel Contingency Fund Calculations - WAF System ($000)

Line # JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL
Actual generation - Mwh
Hydro 1 Manual Input 0 

Forecast generation - Mwh
Hydro 2 Manual Input 857,061 850,356 793,603 819,599 798,243 838,296 835,598 875,441 865,305 847,899 819,499 840,944 10,041,844                

Variance - Mwh
Hydro 3 Line 1 - Line 2 (857,061)           (850,356)           (793,603)         (819,599)         (798,243)         (838,296)         (835,598)         (875,441)         (865,305)         (847,899)         (819,499)         (840,944)         (10,041,844)               

Purchased power savings (loss) - Mwh 4 Line 3 if diesel on margin -                   -                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                            
(see Table 1, line 10)

Standard efficiency 17 YEC  - Line 17 3.71                 3.71                 3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                3.71                          
Standard litres 18 Line 4/Line 17 -                   -                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                            
Standard price per litre 19 YEC - Line 19 0.2960              0.2960              0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960            0.2960                       

Fuel savings (excess) - $000 20 Line 18 x Line 19 -                   -                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                            
Variable O&M costs - $000 21 YEC Line 21 x Line 4 -                   -                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                            
Reserve buildup (drawdown) - $000 22 Line 20 + Line 21 -                   -                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                            

Opening reserve 23 Line 25 prior period -                   -                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  
Cumulative reserve balance - $000 25 Line 22+Line 23 -                 -                 -                -                -                -                -                 -                  -                -                -                -                
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Schedule 6: REVISED 2000 DCF CALCULATIONS

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31

Continuity schedule, year ending Dec. 31, 2000  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 26,029,914 20,740,492 21,350,804 19,133,603 17,353,100 18,498,005 16,760,308 17,325,286 18,029,052 20,663,163 20,131,232 26,949,285 242,964,244          

Wind 1a Manual Input 21,080 14,940 31,070 25,830 13,070 9,950 16,400 19,690 21,160 31,890 107,725 80,739 393,544                 

Diesel 2 Manual Input 109,380 0 1,580 5,800 38,850 320 6,900 3,150 5,600 3,360 545,240 7,990 728,170                 

Total 3 Line 1 + Line 2 26,160,374       20,755,432       21,383,454       19,165,233       17,405,020       18,508,275       16,783,608       17,348,126       18,055,812       20,698,413       20,784,197       27,038,014       244,085,958          

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623       27,721,714       26,992,170       23,818,498       24,702,218       30,959,932       30,771,956       30,871,830       31,799,615       32,502,676       30,765,226       29,775,138       351,087,596.00      

Wind 4a Manual Input 30,000             28,000             28,000             25,000             24,000             15,000             15,000             20,000             25,000             30,000             30,000             30,000             300,000.00            

Diesel 5 Manual Input 11,839,446       10,561,268       11,937,593       11,564,239       9,502,321         1,203,010         1,346,054         1,350,512         1,442,675         3,611,765         7,995,231         11,851,208       84,205,322.00       

Total 6 Line 4 + Line 5 42,276,069       38,310,982       38,957,763       35,407,737       34,228,539       32,177,942       32,133,010       32,242,342       33,267,290       36,144,441       38,790,457       41,656,346       435,592,918.00      

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 (4,385,629)       (6,994,282)       (5,638,296)       (4,684,065)       (7,360,048)       (12,466,977)      (14,010,248)      (13,546,854)      (13,774,403)      (11,837,623)      (10,556,269)      (2,775,114)       (108,029,808)         

Diesel 8 Line 2 - Line 5 (11,730,066)      (10,561,268)      (11,936,013)      (11,558,439)      (9,463,471)       (1,202,690)       (1,339,154)       (1,347,362)       (1,437,075)       (3,608,405)       (7,449,991)       (11,843,218)      (83,477,152)           

Total (favourable) 9 Line 3 - Line 6 (16,115,695)      (17,555,550)      (17,574,309)      (16,242,504)      (16,823,519)      (13,669,667)      (15,349,402)      (14,894,216)      (15,211,478)      (15,446,028)      (18,006,260)      (14,618,332)      (191,506,960)         

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446       10,561,268       11,937,593       11,564,239       9,502,321         1,203,010         1,346,054         1,350,512         1,442,675         3,611,765         7,995,231         11,851,208       84,205,322.00       

Total variance 12 Line 9 (16,115,695)      (17,555,550)      (17,574,309)      (16,242,504)      (16,823,519)      (13,669,667)      (15,349,402)      (14,894,216)      (15,211,478)      (15,446,028)      (18,006,260)      (14,618,332)      (191,506,960.00)    

13 Line 11 + Line 12 (4,276,249)       (6,994,282)       (5,636,716)       (4,678,265)       (7,321,198)       (12,466,657)      (14,003,348)      (13,543,704)      (13,768,803)      (11,834,263)      (10,011,029)      (2,767,124)       (107,301,638.00)    

Expected generation 14 Line 13 if Line 10=1; other=0 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

Maximum savings available 14a Line 5 11,839,446       10,561,268       11,937,593       11,564,239       9,502,321         1,203,010         1,346,054         1,350,512         1,442,675         3,611,765         7,995,231         11,851,208       84,205,322.00       

Actual diesel generation 15 Line 2 109,380           -                   1,580               5,800               38,850             320                  6,900               3,150               5,600               3,360               545,240           7,990               728,170.00            

Over-ride Line 16  - Nov Diesel Due to Frazil Ice

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

Standard efficiency(kwh/l) 17 Manual Input 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                       

Standard litres - 000 litres 18 Line 16/Line 17 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

Standard price($ per litre) 19 Manual Input 0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960                   

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016                     

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

YEC Variable O&M costs 22 Line 20 x Line 16 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

YEC buildup (drawdown) 23 Line 21+22 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

YECL buildup (drawdown) 24 See Table 2 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

Total buildup (drawdown) 25 Line 23 +24 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 648,009.28 648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       

Reserve Buildup (drawdown) 27 Line 25 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

Rider drawdown 28 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

Forest fire impact 29 -                   0.00

Ending reserve balance 30 Line 26+27+28+29 648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       648,009.28       

Interest Calculation:

Monthly interest rate 31 Investment Rate 5.28% 5.38% 5.49% 5.57% 5.75% 5.96% 6.02% 6.02% 6.00% 6.03% 6.03% 6.03%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 3,003.00 2,686.00 2,752.00 2,801.00 2,905.00 3,020.00 3,068.00 3,083.00 3,085.00 3,115.00 3,128.00 3,141.00 35,787.00              

Service fees 33 0.00 (540.99) 0.00 (530.00) 0.00 0.00 (1.70) 0.00 0.00 (1.67) 0.00 0.00 (1,074.36)

Net interest earned 34 Line 32+33 3,003.00 2,145.01 2,752.00 2,271.00 2,905.00 3,020.00 3,066.30 3,083.00 3,085.00 3,113.33 3,128.00 3,141.00 34,712.64              

Cumulative net interest earned 35 3,003.00 5,148.01 7,900.01 10,171.01 13,076.01 16,096.01 19,162.31 22,245.31 25,330.31 28,443.64 31,571.64 34,712.64

Ending reserve balance including interest 36 Line 30+35 651,012.28 653,157.29 655,909.29 658,180.29 661,085.29 664,105.29 667,171.59 670,254.59 673,339.59 676,452.92 679,580.92 682,721.92

TD Prime Rate for Borrowing 6.50% 6.75% 7.00% 7.00% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%

Interest Calculation

Interest earned 3,003.00 5,689.00 8,441.00 11,242.00 14,147.00 17,167.00 20,235.00 23,318.00 26,403.00 29,518.00 32,646.00 35,787.00

Account fees 0.00 (540.99) (540.99) (1,070.99) (1,070.99) (1,070.99) (1,072.69) (1,072.69) (1,072.69) (1,074.36) (1,074.36) (1,074.36)

Net interest earned 3,003.00 5,148.01 7,900.01 10,171.01 13,076.01 16,096.01 19,162.31 22,245.31 25,330.31 28,443.64 31,571.64 34,712.64

Ending reserve balance 648,009.28 648,009.28 648,009.28 648,009.28 648,009.28 648,009.28 648,009.28 648,009.28 648,009.28 648,009.28 648,009.28 648,009.28

Ending reserve balance 651,012.28 653,157.29 655,909.29 658,180.29 661,085.29 664,105.29 667,171.59 670,254.59 673,339.59 676,452.92 679,580.92 682,721.92

TABLE 2: THE YUKON ELECTRICAL COMPANY LIMITED - Actual to Dec 31
Continuity schedule, year ending Dec. 31, 1999  - Diesel Contingency Fund Calculations - WAF System ($000)

Line # JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL
Actual generation - Mwh
Hydro 1 Manual Input 0 

Forecast generation - Mwh
Hydro 2 Manual Input 857,061 850,356 793,603 819,599 798,243 838,296 835,598 875,441 865,305 847,899 819,499 840,944 10,041,844            

Variance - Mwh
Hydro 3 Line 1 - Line 2 (857,061)          (850,356)          (793,603)          (819,599)          (798,243)          (838,296)          (835,598)          (875,441)          (865,305)          (847,899)          (819,499)          (840,944)          (10,041,844)           

Purchased power savings (loss) - Mwh 4 Line 3 if diesel on margin -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        
(see Table 1, line 10)

Standard efficiency 17 YEC  - Line 17 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                       
Standard litres 18 Line 4/Line 17 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        
Standard price per litre 19 YEC - Line 19 0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960                   

Fuel savings (excess) - $000 20 Line 18 x Line 19 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        
Variable O&M costs - $000 21 YEC Line 21 x Line 4 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        
Reserve buildup (drawdown) - $000 22 Line 20 + Line 21 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                        

Opening reserve 23 Line 25 prior period -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   
Cumulative reserve balance - $000 25 Line 22+Line 23 -                 -                 -                 -                 -                 -                 -                  -                   -                 -                 -                 -                 
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2001 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2001

Continuity schedule, year ending Dec. 31, 2001  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 23,652,418 22,112,517 22,732,857 19,759,754 18,950,295 17,196,549 16,870,180 17,074,052 17,767,661 21,116,042 23,317,346 28,005,227 248,554,898         

Wind 1a Manual Input 192,757 43,581 166,748 104,171 134,867 68,644 60,814 74,786 156,429 54,297 43,477 11,940 1,112,511             

Diesel 2 Manual Input 2,520 15,150 2,730 0 24,390 1,680 7,660 7,980 9,360 70,060 38,140 50,880 230,550                

Total 3 Line 1 + Line 2 23,847,695       22,171,248       22,902,335       19,863,925       19,109,552       17,266,873       16,938,654       17,156,818       17,933,450       21,240,399       23,398,963       28,068,047       249,897,959         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623       27,721,714       26,992,170       23,818,498       24,702,218       30,959,932       30,771,956       30,871,830       31,799,615       32,502,676       30,765,226       29,775,138       351,087,596.00    

Wind 4a Manual Input 30,000             28,000             28,000             25,000             24,000             15,000             15,000             20,000             25,000             30,000             30,000             30,000             300,000.00           

Diesel 5 Manual Input 11,839,446       10,561,268       11,937,593       11,564,239       9,502,321         1,203,010         1,346,054         1,350,512         1,442,675         3,611,765         7,995,231         11,851,208       84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069       38,310,982       38,957,763       35,407,737       34,228,539       32,177,942       32,133,010       32,242,342       33,267,290       36,144,441       38,790,457       41,656,346       435,592,918.00    

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 (6,591,448)       (5,593,616)       (4,120,565)       (3,979,573)       (5,641,056)       (13,709,739)      (13,855,962)      (13,742,992)      (13,900,525)      (11,362,337)      (7,434,403)       (1,787,971)       (101,720,187)        

Diesel 8 Line 2 - Line 5 (11,836,926)      (10,546,118)      (11,934,863)      (11,564,239)      (9,477,931)       (1,201,330)       (1,338,394)       (1,342,532)       (1,433,315)       (3,541,705)       (7,957,091)       (11,800,328)      (83,974,772)          

Total (favourable) 9 Line 3 - Line 6 (18,428,374)      (16,139,734)      (16,055,428)      (15,543,812)      (15,118,987)      (14,911,069)      (15,194,356)      (15,085,524)      (15,333,840)      (14,904,042)      (15,391,494)      (13,588,299)      (185,694,959)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446       10,561,268       11,937,593       11,564,239       9,502,321         1,203,010         1,346,054         1,350,512         1,442,675         3,611,765         7,995,231         11,851,208       84,205,322.00      

Total variance 12 Line 9 (18,428,374)      (16,139,734)      (16,055,428)      (15,543,812)      (15,118,987)      (14,911,069)      (15,194,356)      (15,085,524)      (15,333,840)      (14,904,042)      (15,391,494)      (13,588,299)      (185,694,958.58)   

13 Line 11 + Line 12 (6,588,928)       (5,578,466)       (4,117,835)       (3,979,573)       (5,616,666)       (13,708,059)      (13,848,302)      (13,735,012)      (13,891,165)      (11,292,277)      (7,396,263)       (1,737,091)       (101,489,636.58)   

Expected generation 14 Line 13 if Line 10=1; other=0 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Maximum savings available 14a Line 5 11,839,446       10,561,268       11,937,593       11,564,239       9,502,321         1,203,010         1,346,054         1,350,512         1,442,675         3,611,765         7,995,231         11,851,208       84,205,322.00      

Actual diesel generation 15 Line 2 2,520               15,150             2,730               -                   24,390             1,680               7,660               7,980               9,360               70,060             38,140             50,880             230,550.00           

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                     

Standard litres - 000 litres 18 Line 16/Line 17 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Standard price($ per litre) 19 Manual Input 0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960                 

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016                   

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

YEC buildup (drawdown) 23 Line 21+22 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

YECL buildup (drawdown) 24 See Table 2 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Total buildup (drawdown) 25 Line 23 +24 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 682,721.92 682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       

Reserve Buildup (drawdown) 27 Line 25 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Rider drawdown 28 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Forest fire impact 29 -                   0.00

Ending reserve balance 30 Line 26+27+28+29 682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       682,721.92       

Interest Calculation:

Monthly interest rate 31 Investment Rate 5.91% 5.73% 5.54% 5.26% 4.95% 4.75% 4.57% 4.48% 4.26% 4.91% 2.85% 2.64%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 3,515.00 3,019.00 3,241.00 2,993.00 2,923.00 2,726.00 2,721.00 2,681.00 2,475.00 2,954.00 1,665.00 1,603.00 32,516.00             

Service fees 33 (1.77) 0.00 0.00 (1.82) 0.00 0.00 (1.85) 0.00 0.00 0.00 0.00 0.00 (5.44)

Net interest earned 34 Line 32+33 3,513.23 3,019.00 3,241.00 2,991.18 2,923.00 2,726.00 2,719.15 2,681.00 2,475.00 2,954.00 1,665.00 1,603.00 32,510.56             

Cumulative net interest earned 35 3,513.23 6,532.23 9,773.23 12,764.41 15,687.41 18,413.41 21,132.56 23,813.56 26,288.56 29,242.56 30,907.56 32,510.56

Ending reserve balance including interest 36 Line 30+35 686,235.15 689,254.15 692,495.15 695,486.33 698,409.33 701,135.33 703,854.48 706,535.48 709,010.48 711,964.48 713,629.48 715,232.48

TD Prime Rate for Borrowing 6.50% 6.75% 7.00% 7.00% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%

Interest Calculation

Interest earned 3,515.00 6,534.00 9,775.00 12,768.00 15,691.00 18,417.00 21,138.00 23,819.00 26,294.00 29,248.00 30,913.00 32,516.00

Account fees (1.77) (1.77) (1.77) (3.59) (3.59) (3.59) (5.44) (5.44) (5.44) (5.44) (5.44) (5.44)

Net interest earned 3,513.23 6,532.23 9,773.23 12,764.41 15,687.41 18,413.41 21,132.56 23,813.56 26,288.56 29,242.56 30,907.56 32,510.56

Ending reserve balance 682,721.92 682,721.92 682,721.92 682,721.92 682,721.92 682,721.92 682,721.92 682,721.92 682,721.92 682,721.92 682,721.92 682,721.92

Ending reserve balance 686,235.15 689,254.15 692,495.15 695,486.33 698,409.33 701,135.33 703,854.48 706,535.48 709,010.48 711,964.48 713,629.48 715,232.48

TABLE 2: THE YUKON ELECTRICAL COMPANY LIMITED - Actual to Dec 31
Continuity schedule, year ending Dec. 31, 1999  - Diesel Contingency Fund Calculations - WAF System ($000)

Line # JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL
Actual generation - Mwh
Hydro 1 Manual Input 0 

Forecast generation - Mwh
Hydro 2 Manual Input 857,061 850,356 793,603 819,599 798,243 838,296 835,598 875,441 865,305 847,899 819,499 840,944 10,041,844           

Variance - Mwh
Hydro 3 Line 1 - Line 2 (857,061)          (850,356)          (793,603)          (819,599)          (798,243)          (838,296)          (835,598)          (875,441)          (865,305)          (847,899)          (819,499)          (840,944)          (10,041,844)          

Purchased power savings (loss) - Mwh 4 Line 3 if diesel on margin -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       
(see Table 1, line 10)

Standard efficiency 17 YEC  - Line 17 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                     
Standard litres 18 Line 4/Line 17 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       
Standard price per litre 19 YEC - Line 19 0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960                 

Fuel savings (excess) - $000 20 Line 18 x Line 19 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       
Variable O&M costs - $000 21 YEC Line 21 x Line 4 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       
Reserve buildup (drawdown) - $000 22 Line 20 + Line 21 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Opening reserve 23 Line 25 prior period -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   
Cumulative reserve balance - $000 25 Line 22+Line 23 -                 -                 -                 -                 -                 -                 -                  -                   -                 -                 -                 -                 
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2002 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2002

Continuity schedule, year ending Dec. 31, 2002  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 26,227,887 22,698,415 24,005,137 21,001,751 19,272,298 17,679,499 16,660,103 18,834,243 19,067,528 21,750,274 21,395,011 26,736,615 255,328,761         

Wind 1a Manual Input 10,210 9,250 102,500 111,940 95,140 114,930 77,838 134,572 92,790 162,290 112,127 63,520 1,087,107             

Diesel 2 Manual Input 7,300 1,050 14,880 16,410 3,360 1,260 21,420 9,870 2,100 11,480 103,900 517,960 710,990                

Total 3 Line 1 + Line 2 26,245,397       22,708,715       24,122,517       21,130,101       19,370,798       17,795,689       16,759,361       18,978,685       19,162,418       21,924,044       21,611,038       27,318,095       257,126,858         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623       27,721,714       26,992,170       23,818,498       24,702,218       30,959,932       30,771,956       30,871,830       31,799,615       32,502,676       30,765,226       29,775,138       351,087,596.00    

Wind 4a Manual Input 30,000             28,000             28,000             25,000             24,000             15,000             15,000             20,000             25,000             30,000             30,000             30,000             300,000.00           

Diesel 5 Manual Input 11,839,446       10,561,268       11,937,593       11,564,239       9,502,321         1,203,010         1,346,054         1,350,512         1,442,675         3,611,765         7,995,231         11,851,208       84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069       38,310,982       38,957,763       35,407,737       34,228,539       32,177,942       32,133,010       32,242,342       33,267,290       36,144,441       38,790,457       41,656,346       435,592,918.00    

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 (4,198,526)       (5,042,049)       (2,912,533)       (2,729,807)       (5,358,780)       (13,180,503)      (14,049,015)      (11,923,015)      (12,664,297)      (10,620,112)      (9,288,088)       (3,005,003)       (94,971,728)          

Diesel 8 Line 2 - Line 5 (11,832,146)      (10,560,218)      (11,922,713)      (11,547,829)      (9,498,961)       (1,201,750)       (1,324,634)       (1,340,642)       (1,440,575)       (3,600,285)       (7,891,331)       (11,333,248)      (83,494,332)          

Total (favourable) 9 Line 3 - Line 6 (16,030,672)      (15,602,267)      (14,835,246)      (14,277,636)      (14,857,741)      (14,382,253)      (15,373,649)      (13,263,657)      (14,104,872)      (14,220,397)      (17,179,419)      (14,338,251)      (178,466,060)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446       10,561,268       11,937,593       11,564,239       9,502,321         1,203,010         1,346,054         1,350,512         1,442,675         3,611,765         7,995,231         11,851,208       84,205,322.00      

Total variance 12 Line 9 (16,030,672)      (15,602,267)      (14,835,246)      (14,277,636)      (14,857,741)      (14,382,253)      (15,373,649)      (13,263,657)      (14,104,872)      (14,220,397)      (17,179,419)      (14,338,251)      (178,466,060.00)   

13 Line 11 + Line 12 (4,191,226)       (5,040,999)       (2,897,653)       (2,713,397)       (5,355,420)       (13,179,243)      (14,027,595)      (11,913,145)      (12,662,197)      (10,608,632)      (9,184,188)       (2,487,043)       (94,260,738.00)     

Expected generation 14 Line 13 if Line 10=1; other=0 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Maximum savings available 14a Line 5 11,839,446       10,561,268       11,937,593       11,564,239       9,502,321         1,203,010         1,346,054         1,350,512         1,442,675         3,611,765         7,995,231         11,851,208       84,205,322.00      

Actual diesel generation 15 Line 2 7,300               1,050               14,880             16,410             3,360               1,260               21,420             9,870               2,100               11,480             103,900           517,960           710,990.00           

Over-ride Line 16  - Dec 02 Diesel Due to Frazil Ice

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                     

Standard litres - 000 litres 18 Line 16/Line 17 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Standard price($ per litre) 19 Manual Input 0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960                 

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016               0.016                   

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

YEC buildup (drawdown) 23 Line 21+22 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

YECL buildup (drawdown) 24 See Table 2 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Total buildup (drawdown) 25 Line 23 +24 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 715,232.48 715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       

Reserve Buildup (drawdown) 27 Line 25 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Rider drawdown 28 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Forest fire impact 29 -                   0.00

Ending reserve balance 30 Line 26+27+28+29 715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       715,232.48       

Interest Calculation:

Monthly interest rate 31 Investment Rate 2.39% 2.21% 2.27% 2.30% 2.50% 2.70% 3.18% 2.92% 2.99% 2.97% 2.99% 2.96%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 1,485.00 1,217.00 1,382.00 1,361.00 1,530.00 1,604.00 1,957.00 1,799.00 1,786.00 1,837.00 1,796.00 1,844.00 19,598.00             

Service fees 33 (1.91) 0.00 0.00 (1.93) 0.00 0.00 (34.77) 0.00 0.00 (423.70) 0.00 0.00 (462.31)

Net interest earned 34 Line 32+33 1,483.09 1,217.00 1,382.00 1,359.07 1,530.00 1,604.00 1,922.23 1,799.00 1,786.00 1,413.30 1,796.00 1,844.00 19,135.69             

Cumulative net interest earned 35 1,483.09 2,700.09 4,082.09 5,441.16 6,971.16 8,575.16 10,497.39 12,296.39 14,082.39 15,495.69 17,291.69 19,135.69

Ending reserve balance including interest 36 Line 30+35 716,715.57 717,932.57 719,314.57 720,673.64 722,203.64 723,807.64 725,729.87 727,528.87 729,314.87 730,728.17 732,524.17 734,368.17

TD Prime Rate for Borrowing 6.50% 6.75% 7.00% 7.00% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%

Interest Calculation

Interest earned 1,485.00 2,702.00 4,084.00 5,445.00 6,975.00 8,579.00 10,536.00 12,335.00 14,121.00 15,958.00 17,754.00 19,598.00

Account fees (1.91) (1.91) (1.91) (3.84) (3.84) (3.84) (38.61) (38.61) (38.61) (462.31) (462.31) (462.31)

Net interest earned 1,483.09 2,700.09 4,082.09 5,441.16 6,971.16 8,575.16 10,497.39 12,296.39 14,082.39 15,495.69 17,291.69 19,135.69

Ending reserve balance 715,232.48 715,232.48 715,232.48 715,232.48 715,232.48 715,232.48 715,232.48 715,232.48 715,232.48 715,232.48 715,232.48 715,232.48

Ending reserve balance 716,715.57 717,932.57 719,314.57 720,673.64 722,203.64 723,807.64 725,729.87 727,528.87 729,314.87 730,728.17 732,524.17 734,368.17

TABLE 2: THE YUKON ELECTRICAL COMPANY LIMITED - Actual to Dec 31
Continuity schedule, year ending Dec. 31, 1999  - Diesel Contingency Fund Calculations - WAF System ($000)

Line # JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL
Actual generation - Mwh
Hydro 1 Manual Input 0 

Forecast generation - Mwh
Hydro 2 Manual Input 857,061 850,356 793,603 819,599 798,243 838,296 835,598 875,441 865,305 847,899 819,499 840,944 10,041,844           

Variance - Mwh
Hydro 3 Line 1 - Line 2 (857,061)          (850,356)          (793,603)          (819,599)          (798,243)          (838,296)          (835,598)          (875,441)          (865,305)          (847,899)          (819,499)          (840,944)          (10,041,844)          

Purchased power savings (loss) - Mwh 4 Line 3 if diesel on margin -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       
(see Table 1, line 10)

Standard efficiency 17 YEC  - Line 17 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                 3.71                     
Standard litres 18 Line 4/Line 17 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       
Standard price per litre 19 YEC - Line 19 0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960             0.2960                 

Fuel savings (excess) - $000 20 Line 18 x Line 19 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       
Variable O&M costs - $000 21 YEC Line 21 x Line 4 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       
Reserve buildup (drawdown) - $000 22 Line 20 + Line 21 -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                       

Opening reserve 23 Line 25 prior period -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   
Cumulative reserve balance - $000 25 Line 22+Line 23 -                 -                 -                 -                 -                 -                 -                  -                   -                 -                 -                 -                 
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2003 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2003

Continuity schedule, year ending Dec. 31, 2003  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 26,966,635 21,837,581 25,058,959 20,286,763 18,652,163 18,243,445 18,779,057 18,146,954 22,019,946 21,249,180 28,276,925 30,193,506 269,711,114         

Wind 1a Manual Input 56,993 59,945 69,948 83,196 110,053 102,680 84,824 73,139 114,924 129,027 29,275 11,894 925,898                

Diesel 2 Manual Input 7,910 6,390 1,890 2,940 18,900 36,970 2,520 6,970 23,700 32,540 13,440 97,810 251,980                

Total 3 Line 1 + Line 2 27,031,538    21,903,917    25,130,797    20,372,899    18,781,116    18,383,095    18,866,401    18,227,063    22,158,570    21,410,747    28,319,640    30,303,210    270,888,992         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623    27,721,714    26,992,170    23,818,498    24,702,218    30,959,932    30,771,956    30,871,830    31,799,615    32,502,676    30,765,226    29,775,138    351,087,596.00     

Wind 4a Manual Input 30,000          28,000          28,000          25,000          24,000          15,000          15,000          20,000          25,000          30,000          30,000          30,000          300,000.00           

Diesel 5 Manual Input 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069    38,310,982    38,957,763    35,407,737    34,228,539    32,177,942    32,133,010    32,242,342    33,267,290    36,144,441    38,790,457    41,656,346    435,592,918.00     

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 (3,412,995)    (5,852,188)    (1,891,263)    (3,473,539)    (5,964,002)    (12,628,807)   (11,923,075)   (12,671,737)   (9,689,745)    (11,154,469)   (2,489,026)    400,262        (80,750,584)          

Diesel 8 Line 2 - Line 5 (11,831,536)   (10,554,878)   (11,935,703)   (11,561,299)   (9,483,421)    (1,166,040)    (1,343,534)    (1,343,542)    (1,418,975)    (3,579,225)    (7,981,791)    (11,753,398)   (83,953,342)          

Total (favourable) 9 Line 3 - Line 6 (15,244,531)   (16,407,066)   (13,826,966)   (15,034,838)   (15,447,423)   (13,794,847)   (13,266,609)   (14,015,279)   (11,108,720)   (14,733,694)   (10,470,817)   (11,353,136)   (164,703,926)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                -                -                -                -                -                -                -                -                -                -                -                

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total variance 12 Line 9 (15,244,531)   (16,407,066)   (13,826,966)   (15,034,838)   (15,447,423)   (13,794,847)   (13,266,609)   (14,015,279)   (11,108,720)   (14,733,694)   (10,470,817)   (11,353,136)   (164,703,926.00)   

13 Line 11 + Line 12 (3,405,085)    (5,845,798)    (1,889,373)    (3,470,599)    (5,945,102)    (12,591,837)   (11,920,555)   (12,664,767)   (9,666,045)    (11,121,929)   (2,475,586)    498,072        (80,498,604.00)     

Expected generation 14 Line 13 if Line 10=1; other=0 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Maximum savings available 14a Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Actual diesel generation 15 Line 2 7,910            6,390            1,890            2,940            18,900          36,970          2,520            6,970            23,700          32,540          13,440          97,810          251,980.00           

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      

Standard litres - 000 litres 18 Line 16/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard price($ per litre) 19 Manual Input 0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960                  

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016                    

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC buildup (drawdown) 23 Line 21+22 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YECL buildup (drawdown) 24 See Table 2 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Total buildup (drawdown) 25 Line 23 +24 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 734,368.17 734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    

Reserve Buildup (drawdown) 27 Line 25 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Rider drawdown 28 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Forest fire impact 29 -                0.00

Ending reserve balance 30 Line 26+27+28+29 734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    734,368.17    

Interest Calculation:

Monthly interest rate 31 Investment Rate 2.98% 3.01% 3.11% 3.27% 3.34% 3.40% 3.29% 3.10% 2.93% 2.84% 2.85% 2.83%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 1,884.00 1,700.00 1,951.00 1,989.00 2,103.00 2,076.00 2,079.00 1,963.00 1,801.00 1,808.00 1,764.00 1,811.00 22,929.00             

Service fees 33 (438.27) 0.00 0.00 (436.73) 0.00 0.00 (494.19) 0.00 0.00 (503.70) 0.00 0.00 (1,872.89)

Net interest earned 34 Line 32+33 1,445.73 1,700.00 1,951.00 1,552.27 2,103.00 2,076.00 1,584.81 1,963.00 1,801.00 1,304.30 1,764.00 1,811.00 21,056.11             

Cumulative net interest earned 35 1,445.73 3,145.73 5,096.73 6,649.00 8,752.00 10,828.00 12,412.81 14,375.81 16,176.81 17,481.11 19,245.11 21,056.11

Ending reserve balance including interest 36 Line 30+35 735,813.90 737,513.90 739,464.90 741,017.17 743,120.17 745,196.17 746,780.99 748,743.99 750,544.99 751,849.29 753,613.29 755,424.29

TD Prime Rate for Borrowing 6.50% 6.75% 7.00% 7.00% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%

Interest Calculation

Interest earned 1,884.00 3,584.00 5,535.00 7,524.00 9,627.00 11,703.00 13,782.00 15,745.00 17,546.00 19,354.00 21,118.00 22,929.00

Account fees (438.27) (438.27) (438.27) (875.00) (875.00) (875.00) (1,369.19) (1,369.19) (1,369.19) (1,872.89) (1,872.89) (1,872.89)

Net interest earned 1,445.73 3,145.73 5,096.73 6,649.00 8,752.00 10,828.00 12,412.81 14,375.81 16,176.81 17,481.11 19,245.11 21,056.11

Ending reserve balance 734,368.17 734,368.17 734,368.17 734,368.17 734,368.17 734,368.17 734,368.17 734,368.17 734,368.17 734,368.17 734,368.17 734,368.17

Ending reserve balance 735,813.90 737,513.90 739,464.90 741,017.17 743,120.17 745,196.17 746,780.99 748,743.99 750,544.99 751,849.29 753,613.29 755,424.29

TABLE 2: THE YUKON ELECTRICAL COMPANY LIMITED - Actual to Dec 31
Continuity schedule, year ending Dec. 31, 1999  - Diesel Contingency Fund Calculations - WAF System ($000)

Line # JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL
Actual generation - Mwh
Hydro 1 Manual Input 0 

Forecast generation - Mwh
Hydro 2 Manual Input 857,061 850,356 793,603 819,599 798,243 838,296 835,598 875,441 865,305 847,899 819,499 840,944 10,041,844           

Variance - Mwh
Hydro 3 Line 1 - Line 2 (857,061)       (850,356)       (793,603)       (819,599)       (798,243)       (838,296)       (835,598)       (875,441)       (865,305)       (847,899)       (819,499)       (840,944)       (10,041,844)          

Purchased power savings (loss) - Mwh 4 Line 3 if diesel on margin -                -                -                -                -                -                -                -                -                -                -                -                -                       
(see Table 1, line 10)

Standard efficiency 17 YEC  - Line 17 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      
Standard litres 18 Line 4/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       
Standard price per litre 19 YEC - Line 19 0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960                  

Fuel savings (excess) - $000 20 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       
Variable O&M costs - $000 21 YEC Line 21 x Line 4 -                -                -                -                -                -                -                -                -                -                -                -                -                       
Reserve buildup (drawdown) - $000 22 Line 20 + Line 21 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Opening reserve 23 Line 25 prior period -                -                -                -                -                -                -                -                -                -                -                -                
Cumulative reserve balance - $000 25 Line 22+Line 23 -              -              -              -              -              -              -               -                -              -              -              -              
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2004 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2004

Continuity schedule, year ending Dec. 31, 2004  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 26,966,635 21,837,581 25,058,959 20,286,763 18,652,163 18,243,445 18,779,057 18,146,954 22,019,946 21,249,180 28,276,925 30,193,506 269,711,114         

Wind 1a Manual Input 56,993 59,945 69,948 83,196 110,053 102,680 84,824 73,139 114,924 129,027 29,275 11,894 925,898                

Diesel 2 Manual Input 7,910 6,390 1,890 2,940 18,900 36,970 2,520 6,970 23,700 32,540 13,440 97,810 251,980                

Total 3 Line 1 + Line 2 27,031,538    21,903,917    25,130,797    20,372,899    18,781,116    18,383,095    18,866,401    18,227,063    22,158,570    21,410,747    28,319,640    30,303,210    270,888,992         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623    27,721,714    26,992,170    23,818,498    24,702,218    30,959,932    30,771,956    30,871,830    31,799,615    32,502,676    30,765,226    29,775,138    351,087,596.00     

Wind 4a Manual Input 30,000          28,000          28,000          25,000          24,000          15,000          15,000          20,000          25,000          30,000          30,000          30,000          300,000.00           

Diesel 5 Manual Input 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069    38,310,982    38,957,763    35,407,737    34,228,539    32,177,942    32,133,010    32,242,342    33,267,290    36,144,441    38,790,457    41,656,346    435,592,918.00     

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 (3,412,995)    (5,852,188)    (1,891,263)    (3,473,539)    (5,964,002)    (12,628,807)   (11,923,075)   (12,671,737)   (9,689,745)    (11,154,469)   (2,489,026)    400,262        (80,750,584)          

Diesel 8 Line 2 - Line 5 (11,831,536)   (10,554,878)   (11,935,703)   (11,561,299)   (9,483,421)    (1,166,040)    (1,343,534)    (1,343,542)    (1,418,975)    (3,579,225)    (7,981,791)    (11,753,398)   (83,953,342)          

Total (favourable) 9 Line 3 - Line 6 (15,244,531)   (16,407,066)   (13,826,966)   (15,034,838)   (15,447,423)   (13,794,847)   (13,266,609)   (14,015,279)   (11,108,720)   (14,733,694)   (10,470,817)   (11,353,136)   (164,703,926)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                -                -                -                -                -                -                -                -                -                -                -                

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total variance 12 Line 9 (15,244,531)   (16,407,066)   (13,826,966)   (15,034,838)   (15,447,423)   (13,794,847)   (13,266,609)   (14,015,279)   (11,108,720)   (14,733,694)   (10,470,817)   (11,353,136)   (164,703,926.00)   

13 Line 11 + Line 12 (3,405,085)    (5,845,798)    (1,889,373)    (3,470,599)    (5,945,102)    (12,591,837)   (11,920,555)   (12,664,767)   (9,666,045)    (11,121,929)   (2,475,586)    498,072        (80,498,604.00)     

Expected generation 14 Line 13 if Line 10=1; other=0 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Maximum savings available 14a Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Actual diesel generation 15 Line 2 7,910            6,390            1,890            2,940            18,900          36,970          2,520            6,970            23,700          32,540          13,440          97,810          251,980.00           

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      

Standard litres - 000 litres 18 Line 16/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard price($ per litre) 19 Manual Input 0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960                  

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016                    

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC buildup (drawdown) 23 Line 21+22 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YECL buildup (drawdown) 24 See Table 2 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Total buildup (drawdown) 25 Line 23 +24 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 755,424.29 755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    

Reserve Buildup (drawdown) 27 Line 25 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Rider drawdown 28 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Forest fire impact 29 -                0.00

Ending reserve balance 30 Line 26+27+28+29 755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    755,424.29    

Interest Calculation:

Monthly interest rate 31 Investment Rate 2.79% 2.64% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 1,814.00 1,530.00 1,490.82 1,490.82 1,490.82 1,490.82 1,490.82 1,490.82 1,490.82 1,490.82 1,490.82 1,490.82 18,252.20             

Service fees 33 (520.60) 0.00 0.00 (436.73) 0.00 0.00 (494.19) 0.00 0.00 (503.70) 0.00 0.00 (1,955.21)

Net interest earned 34 Line 32+33 1,293.40 1,530.00 1,490.82 1,054.09 1,490.82 1,490.82 996.63 1,490.82 1,490.82 987.12 1,490.82 1,490.82 16,296.99             

Cumulative net interest earned 35 1,293.40 2,823.40 4,314.22 5,368.31 6,859.13 8,349.95 9,346.59 10,837.41 12,328.23 13,315.35 14,806.17 16,296.99

Ending reserve balance including interest 36 Line 30+35 756,717.69 758,247.69 759,738.51 760,792.60 762,283.42 763,774.24 764,770.87 766,261.69 767,752.51 768,739.63 770,230.45 771,721.27

67,577.20      

TD Prime Rate for Borrowing 6.50% 6.75% 7.00% 7.00% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%

Interest Calculation

Interest earned 1,814.00 3,344.00 4,834.82 6,325.64 7,816.46 9,307.28 10,798.10 12,288.92 13,779.74 15,270.56 16,761.38 18,252.20

Account fees (520.60) (520.60) (520.60) (957.33) (957.33) (957.33) (1,451.51) (1,451.51) (1,451.51) (1,955.21) (1,955.21) (1,955.21)

Net interest earned 1,293.40 2,823.40 4,314.22 5,368.31 6,859.13 8,349.95 9,346.59 10,837.41 12,328.23 13,315.35 14,806.17 16,296.99

Ending reserve balance 755,424.29 755,424.29 755,424.29 755,424.29 755,424.29 755,424.29 755,424.29 755,424.29 755,424.29 755,424.29 755,424.29 755,424.29

Ending reserve balance 756,717.69 758,247.69 759,738.51 760,792.60 762,283.42 763,774.24 764,770.87 766,261.69 767,752.51 768,739.63 770,230.45 771,721.27

TABLE 2: THE YUKON ELECTRICAL COMPANY LIMITED - Actual to Dec 31
Continuity schedule, year ending Dec. 31, 1999  - Diesel Contingency Fund Calculations - WAF System ($000)

Line # JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL
Actual generation - Mwh
Hydro 1 Manual Input 0 

Forecast generation - Mwh
Hydro 2 Manual Input 857,061 850,356 793,603 819,599 798,243 838,296 835,598 875,441 865,305 847,899 819,499 840,944 10,041,844           

Variance - Mwh
Hydro 3 Line 1 - Line 2 (857,061)       (850,356)       (793,603)       (819,599)       (798,243)       (838,296)       (835,598)       (875,441)       (865,305)       (847,899)       (819,499)       (840,944)       (10,041,844)          

Purchased power savings (loss) - Mwh 4 Line 3 if diesel on margin -                -                -                -                -                -                -                -                -                -                -                -                -                       
(see Table 1, line 10)

Standard efficiency 17 YEC  - Line 17 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      
Standard litres 18 Line 4/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       
Standard price per litre 19 YEC - Line 19 0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960                  

Fuel savings (excess) - $000 20 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       
Variable O&M costs - $000 21 YEC Line 21 x Line 4 -                -                -                -                -                -                -                -                -                -                -                -                -                       
Reserve buildup (drawdown) - $000 22 Line 20 + Line 21 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Opening reserve 23 Line 25 prior period -                -                -                -                -                -                -                -                -                -                -                -                
Cumulative reserve balance - $000 25 Line 22+Line 23 -              -              -              -              -              -              -               -                -              -              -              -              
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2005 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2005

Continuity schedule, year ending Dec. 31, 2005  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 30,399,843    24,913,292    24,977,934    21,371,476    19,949,512    19,825,242    21,464,488    20,256,220    20,797,996    23,946,179    26,613,225    28,124,327    282,639,734         

Wind 1a Manual Input -                138,361        113,439        59,534          74,087          58,492          45,373          100,587        121,513        104,890        -                73,552          889,828                

Diesel 2 Manual Input 46,660          20,310          4,230            840               1,680            -                -                14,750          1,920            7,920            8,380            7,980            114,670                

Total 3 Line 1 + Line 2 30,446,503    25,071,963    25,095,603    21,431,850    20,025,279    19,883,734    21,509,861    20,371,557    20,921,429    24,058,989    26,621,605    28,205,859    283,644,232         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623    27,721,714    26,992,170    23,818,498    24,702,218    30,959,932    30,771,956    30,871,830    31,799,615    32,502,676    30,765,226    29,775,138    351,087,596.00     

Wind 4a Manual Input 30,000          28,000          28,000          25,000          24,000          15,000          15,000          20,000          25,000          30,000          30,000          30,000          300,000.00           

Diesel 5 Manual Input 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069    38,310,982    38,957,763    35,407,737    34,228,539    32,177,942    32,133,010    32,242,342    33,267,290    36,144,441    38,790,457    41,656,346    435,592,918.00     

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 (36,780)         (2,698,061)    (1,928,797)    (2,412,488)    (4,702,619)    (11,091,198)   (9,277,095)    (10,535,023)   (10,905,106)   (8,481,607)    (4,182,001)    (1,607,259)    (67,858,034)          

Diesel 8 Line 2 - Line 5 (11,792,786)   (10,540,958)   (11,933,363)   (11,563,399)   (9,500,641)    (1,203,010)    (1,346,054)    (1,335,762)    (1,440,755)    (3,603,845)    (7,986,851)    (11,843,228)   (84,090,652)          

Total (favourable) 9 Line 3 - Line 6 (11,829,566)   (13,239,019)   (13,862,160)   (13,975,887)   (14,203,260)   (12,294,208)   (10,623,149)   (11,870,785)   (12,345,861)   (12,085,452)   (12,168,852)   (13,450,487)   (151,948,686)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                -                -                -                -                -                -                -                -                -                -                -                

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total variance 12 Line 9 (11,829,566)   (13,239,019)   (13,862,160)   (13,975,887)   (14,203,260)   (12,294,208)   (10,623,149)   (11,870,785)   (12,345,861)   (12,085,452)   (12,168,852)   (13,450,487)   (151,948,686.00)   

13 Line 11 + Line 12 9,880            (2,677,751)    (1,924,567)    (2,411,648)    (4,700,939)    (11,091,198)   (9,277,095)    (10,520,273)   (10,903,186)   (8,473,687)    (4,173,621)    (1,599,279)    (67,743,364.00)     

Expected generation 14 Line 13 if Line 10=1; other=0 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Maximum savings available 14a Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Actual diesel generation 15 Line 2 46,660          20,310          4,230            840               1,680            -                -                14,750          1,920            7,920            8,380            7,980            114,670.00           

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      

Standard litres - 000 litres 18 Line 16/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard price($ per litre) 19 Manual Input 0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960                  

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016                    

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC buildup (drawdown) 23 Line 21+22 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YECL buildup (drawdown) 24 See Table 2 -                       

Total buildup (drawdown) 25 Line 23 +24 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 771,721.27 771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    

Reserve Buildup (drawdown) 27 Line 25 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Rider drawdown 28 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Forest fire impact 29 -                0.00

Ending reserve balance 30 Line 26+27+28+29 771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    771,721.27    

Interest Calculation:

Monthly interest rate 31 Investment Rate 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 19,184.49             

Service fees 33 0.00

Net interest earned 34 Line 32+33 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 1,598.71 19,184.49             

Cumulative net interest earned 35 1,598.71 3,197.42 4,796.12 6,394.83 7,993.54 9,592.25 11,190.95 12,789.66 14,388.37 15,987.08 17,585.78 19,184.49

Ending reserve balance including interest 36 Line 30+35 773,319.98 774,918.69 776,517.39 778,116.10 779,714.81 781,313.52 782,912.22 784,510.93 786,109.64 787,708.35 789,307.05 790,905.76

TD Prime Rate for Borrowing

Interest Calculation

Interest earned 1,598.71 3,197.42 4,796.12 6,394.83 7,993.54 9,592.25 11,190.95 12,789.66 14,388.37 15,987.08 17,585.78 19,184.49

Account fees 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Net interest earned 1,598.71 3,197.42 4,796.12 6,394.83 7,993.54 9,592.25 11,190.95 12,789.66 14,388.37 15,987.08 17,585.78 19,184.49

Ending reserve balance 771,721.27 771,721.27 771,721.27 771,721.27 771,721.27 771,721.27 771,721.27 771,721.27 771,721.27 771,721.27 771,721.27 771,721.27

Ending reserve balance 773,319.98 774,918.69 776,517.39 778,116.10 779,714.81 781,313.52 782,912.22 784,510.93 786,109.64 787,708.35 789,307.05 790,905.76
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2006 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2006

Continuity schedule, year ending Dec. 31, 2006  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 31,038,698 25,068,429 28,640,340 22,510,457 21,967,880 19,463,367 19,950,230 20,455,159 22,496,606 22,984,228 31,753,450 31,127,170 297,456,014         

Wind 1a Manual Input 0 29,297 0 70,919 120,820 26,405 10,600 91,690 136,740 86,200 9,010 18,260 599,941                

Diesel 2 Manual Input 737,000 72,970 9,720 3,990 220,780 30,700 1,230 2,268 50,151 137,536 142,064 10,786 1,419,195             

Total 3 Line 1 + Line 2 31,775,698    25,170,696    28,650,060    22,585,366    22,309,480    19,520,472    19,962,060    20,549,117    22,683,497    23,207,964    31,904,524    31,156,216    299,475,150         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623    27,721,714    26,992,170    23,818,498    24,702,218    30,959,932    30,771,956    30,871,830    31,799,615    32,502,676    30,765,226    29,775,138    351,087,596.00     

Wind 4a Manual Input 30,000          28,000          28,000          25,000          24,000          15,000          15,000          20,000          25,000          30,000          30,000          30,000          300,000.00           

Diesel 5 Manual Input 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069    38,310,982    38,957,763    35,407,737    34,228,539    32,177,942    32,133,010    32,242,342    33,267,290    36,144,441    38,790,457    41,656,346    435,592,918.00     

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 602,075        (2,651,988)    1,620,170      (1,262,122)    (2,637,518)    (11,485,160)   (10,826,126)   (10,344,981)   (9,191,269)    (9,462,248)    967,234        1,340,292      (53,331,641)          

Diesel 8 Line 2 - Line 5 (11,102,446)   (10,488,298)   (11,927,873)   (11,560,249)   (9,281,541)    (1,172,310)    (1,344,824)    (1,348,244)    (1,392,524)    (3,474,229)    (7,853,167)    (11,840,422)   (82,786,127)          

Total (favourable) 9 Line 3 - Line 6 (10,500,371)   (13,140,286)   (10,307,703)   (12,822,371)   (11,919,059)   (12,657,470)   (12,170,950)   (11,693,225)   (10,583,793)   (12,936,477)   (6,885,933)    (10,500,130)   (136,117,768)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                -                -                -                -                -                -                -                -                -                -                -                

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total variance 12 Line 9 (10,500,371)   (13,140,286)   (10,307,703)   (12,822,371)   (11,919,059)   (12,657,470)   (12,170,950)   (11,693,225)   (10,583,793)   (12,936,477)   (6,885,933)    (10,500,130)   (136,117,767.70)   

13 Line 11 + Line 12 1,339,075      (2,579,018)    1,629,890      (1,258,132)    (2,416,738)    (11,454,460)   (10,824,896)   (10,342,713)   (9,141,118)    (9,324,712)    1,109,298      1,351,078      (51,912,445.70)     

Expected generation 14 Line 13 if Line 10=1; other=0 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Maximum savings available 14a Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Actual diesel generation 15 Line 2 737,000        72,970          9,720            3,990            220,780        30,700          1,230            2,268            50,151          137,536        142,064        10,786          1,419,195.00        

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) 0.00 -                -                -                -                -                -                -                -                -                -                -                -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      

Standard litres - 000 litres 18 Line 16/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard price($ per litre) 19 Manual Input 0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960                  

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016                    

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC buildup (drawdown) 23 Line 21+22 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YECL buildup (drawdown) 24 See Table 2 -                       

Total buildup (drawdown) 25 Line 23 +24 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 790,905.76 790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    

Reserve Buildup (drawdown) 27 Line 25 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Rider drawdown 28 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Forest fire impact 29 -                0.00

Ending reserve balance 30 Line 26+27+28+29 790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    790,905.76    

Interest Calculation:

Monthly interest rate 31 Investment Rate 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 29,701.89             

Service fees 33 0.00

Net interest earned 34 Line 32+33 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 2,475.16 29,701.89             

Cumulative net interest earned 35 2,475.16 4,950.32 7,425.47 9,900.63 12,375.79 14,850.95 17,326.10 19,801.26 22,276.42 24,751.58 27,226.73 29,701.89

Ending reserve balance including interest 36 Line 30+35 793,380.92 795,856.08 798,331.23 800,806.39 803,281.55 805,756.71 808,231.86 810,707.02 813,182.18 815,657.34 818,132.49 820,607.65

TD Prime Rate for Borrowing

Interest Calculation

Interest earned 2,475.16 4,950.32 7,425.47 9,900.63 12,375.79 14,850.95 17,326.10 19,801.26 22,276.42 24,751.58 27,226.73 29,701.89

Account fees 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Net interest earned 2,475.16 4,950.32 7,425.47 9,900.63 12,375.79 14,850.95 17,326.10 19,801.26 22,276.42 24,751.58 27,226.73 29,701.89

Ending reserve balance 790,905.76 790,905.76 790,905.76 790,905.76 790,905.76 790,905.76 790,905.76 790,905.76 790,905.76 790,905.76 790,905.76 790,905.76

Ending reserve balance 793,380.92 795,856.08 798,331.23 800,806.39 803,281.55 805,756.71 808,231.86 810,707.02 813,182.18 815,657.34 818,132.49 820,607.65
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2007 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2007

Continuity schedule, year ending Dec. 31, 2007  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 TOTAL

Actual generation - KWh

Hydro 1 Manual Input 31,118,560 29,508,210 29,440,856 24,946,910 22,167,550 19,697,579 21,029,184 19,912,911 22,184,575 22,982,038 28,621,981 32,920,848 304,531,202         

Wind 1a Manual Input 0 0 0 111,240 86,430 41,640 42,280 0 62,970 0 0 17,120 361,680                

Diesel 2 Manual Input 78,155 82,275 7,245 11,545 54,570 2,520 80 61,007 101,930 20,626 33,038 16,273 469,264                

Total 3 Line 1 + Line 2 31,196,715    29,590,485    29,448,101    25,069,695    22,308,550    19,741,739    21,071,544    19,973,918    22,349,475    23,002,664    28,655,019    32,954,241    305,362,146         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623    27,721,714    26,992,170    23,818,498    24,702,218    30,959,932    30,771,956    30,871,830    31,799,615    32,502,676    30,765,226    29,775,138    351,087,596.00     

Wind 4a Manual Input 30,000          28,000          28,000          25,000          24,000          15,000          15,000          20,000          25,000          30,000          30,000          30,000          300,000.00           

Diesel 5 Manual Input 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069    38,310,982    38,957,763    35,407,737    34,228,539    32,177,942    32,133,010    32,242,342    33,267,290    36,144,441    38,790,457    41,656,346    435,592,918.00     

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 681,937        1,758,496      2,420,686      1,214,652      (2,472,238)    (11,235,713)   (9,715,492)    (10,978,919)   (9,577,070)    (9,550,638)    (2,173,245)    3,132,830      (46,494,714)          

Diesel 8 Line 2 - Line 5 (11,761,291)   (10,478,993)   (11,930,348)   (11,552,694)   (9,447,751)    (1,200,490)    (1,345,974)    (1,289,505)    (1,340,745)    (3,591,139)    (7,962,193)    (11,834,935)   (83,736,058)          

Total (favourable) 9 Line 3 - Line 6 (11,079,354)   (8,720,497)    (9,509,662)    (10,338,042)   (11,919,989)   (12,436,203)   (11,061,466)   (12,268,424)   (10,917,815)   (13,141,777)   (10,135,438)   (8,702,105)    (130,230,772)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                -                -                -                -                -                -                -                -                -                -                -                

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total variance 12 Line 9 (11,079,354)   (8,720,497)    (9,509,662)    (10,338,042)   (11,919,989)   (12,436,203)   (11,061,466)   (12,268,424)   (10,917,815)   (13,141,777)   (10,135,438)   (8,702,105)    (130,230,772.00)   

13 Line 11 + Line 12 760,092        1,840,771      2,427,931      1,226,197      (2,417,668)    (11,233,193)   (9,715,412)    (10,917,912)   (9,475,140)    (9,530,012)    (2,140,207)    3,149,103      (46,025,450.00)     

Expected generation 14 Line 13 if Line 10=1; other=0 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Maximum savings available 14a Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Actual diesel generation 15 Line 2 78,155          82,275          7,245            11,545          54,570          2,520            80                 61,007          101,930        20,626          33,038          16,273          469,264.00           

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      

Standard litres - 000 litres 18 Line 16/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard price($ per litre) 19 Manual Input 0.5641          0.5641          0.5641          0.5641          0.5641          0.5641          0.5641          0.5641          0.5641          0.5641          0.5641          0.5641          0.5641                  

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016                    

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC buildup (drawdown) 23 Line 21+22 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YECL buildup (drawdown) 24 See Table 2 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Total buildup (drawdown) 25 Line 23 +24 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 820,607.65 820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    

Reserve Buildup (drawdown) 27 Line 25 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Rider drawdown 28 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Forest fire impact 29 -                -                       

Ending reserve balance 30 Line 26+27+28+29 820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    820,607.65    

Interest Calculation:

Monthly interest rate 31 Investment Rate 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Monthly interest earned 32 Re-invested interest 3,191.81 2,716.53 2,924.93 3,034.47 3,045.69 2,878.56 3,248.64 3,257.69 3,115.46 3,803.26 3,407.90 3,405.72 38,030.66             

Service fees 33 Investment Fees 0.00 (639.24) 0.00 (645.63) 0.00 0.00 (659.26) 0.00 0.00 (673.34) 0.00 0.00 (2,617.47)

Net interest earned 34 Line 32+33 3,191.81 2,077.29 2,924.93 2,388.84 3,045.69 2,878.56 2,589.38 3,257.69 3,115.46 3,129.92 3,407.90 3,405.72 35,413.19             

Cumulative net interest earned 35 3,191.81 5,269.10 8,194.03 10,582.87 13,628.56 16,507.12 19,096.50 22,354.19 25,469.65 28,599.57 32,007.47 35,413.19

Ending reserve balance including interest 36 Line 30+35 823,799.46 825,876.75 828,801.68 831,190.52 834,236.21 837,114.77 839,704.15 842,961.84 846,077.30 849,207.22 852,615.12 856,020.84

TD Prime Rate for Borrowing 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.25% 6.25% 6.25% 6.25% 6.25% 6.00%

Interest Calculation

Interest earned 3,191.81 5,908.34 8,833.27 11,867.74 14,913.43 17,791.99 21,040.63 24,298.32 27,413.78 31,217.04 34,624.94 38,030.66

Account fees 0.00 (639.24) (639.24) (1,284.87) (1,284.87) (1,284.87) (1,944.13) (1,944.13) (1,944.13) (2,617.47) (2,617.47) (2,617.47)

Net interest earned 3,191.81 5,269.10 8,194.03 10,582.87 13,628.56 16,507.12 19,096.50 22,354.19 25,469.65 28,599.57 32,007.47 35,413.19

Ending reserve balance 820,607.65 820,607.65 820,607.65 820,607.65 820,607.65 820,607.65 820,607.65 820,607.65 820,607.65 820,607.65 820,607.65 820,607.65

Ending reserve balance 823,799.46 825,876.75 828,801.68 831,190.52 834,236.21 837,114.77 839,704.15 842,961.84 846,077.30 849,207.22 852,615.12 856,020.84
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2008 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2008

Continuity schedule, year ending Dec. 31, 2008  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# Jan-08 Feb-08 Mar-08 Apr-08 May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 TOTAL

Actual generation - KWh

Hydro 1 Manual Input 33,165,928 29,610,041 26,877,857 23,666,146 21,345,165 21,790,016 21,745,269 22,940,550 22,307,493 25,080,823 29,832,970 35,346,068 313,708,326         

Wind 1a Manual Input 0 0 25,100 0 174,790 39,760 70,500 18,900 0 0 101,390 6,450 436,890                

Diesel 2 Manual Input 37,323 76,111 0 0 186,358 0 0 840 0 218,668 31,256 663,618 1,214,174             

Total 3 Line 1 + Line 2 33,203,251    29,686,152    26,902,957    23,666,146    21,706,313    21,829,776    21,815,769    22,960,290    22,307,493    25,299,491    29,965,616    36,016,136    315,359,390         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623    27,721,714    26,992,170    23,818,498    24,702,218    30,959,932    30,771,956    30,871,830    31,799,615    32,502,676    30,765,226    29,775,138    351,087,596.00     

Wind 4a Manual Input 30,000          28,000          28,000          25,000          24,000          15,000          15,000          20,000          25,000          30,000          30,000          30,000          300,000.00           

Diesel 5 Manual Input 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069    38,310,982    38,957,763    35,407,737    34,228,539    32,177,942    32,133,010    32,242,342    33,267,290    36,144,441    38,790,457    41,656,346    435,592,918.00     

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 2,729,305      1,860,327      (117,213)       (177,352)       (3,206,263)    (9,145,156)    (8,971,187)    (7,932,380)    (9,517,122)    (7,451,853)    (860,866)       5,547,380      (37,242,380)          

Diesel 8 Line 2 - Line 5 (11,802,123)   (10,485,157)   (11,937,593)   (11,564,239)   (9,315,963)    (1,203,010)    (1,346,054)    (1,349,672)    (1,442,675)    (3,393,097)    (7,963,975)    (11,187,590)   (82,991,148)          

Total (favourable) 9 Line 3 - Line 6 (9,072,818)    (8,624,830)    (12,054,806)   (11,741,591)   (12,522,226)   (10,348,166)   (10,317,241)   (9,282,052)    (10,959,797)   (10,844,950)   (8,824,841)    (5,640,210)    (120,233,528)        

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                -                -                -                -                -                -                -                -                -                -                -                

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total variance 12 Line 9 (9,072,818)    (8,624,830)    (12,054,806)   (11,741,591)   (12,522,226)   (10,348,166)   (10,317,241)   (9,282,052)    (10,959,797)   (10,844,950)   (8,824,841)    (5,640,210)    (120,233,528.00)   

13 Line 11 + Line 12 2,766,628      1,936,438      (117,213)       (177,352)       (3,019,905)    (9,145,156)    (8,971,187)    (7,931,540)    (9,517,122)    (7,233,185)    (829,610)       6,210,998      (36,028,206.00)     

Expected generation 14 Line 13 if Line 10=1; other=0 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Maximum savings available 14a Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Actual diesel generation 15 Line 2 37,323          76,111          -                -                186,358        -                -                840               -                218,668        31,256          663,618        1,214,174.00        

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) -                -                -                -                -                -                -                -                -                -                -                0.00 -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      

Standard litres - 000 litres 18 Line 16/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard price($ per litre) 19 Manual Input 0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600                  

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016                    

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC buildup (drawdown) 23 Line 21+22 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YECL buildup (drawdown) 24 See Table 2 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Total buildup (drawdown) 25 Line 23 +24 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 856,020.84 856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    

Reserve Buildup (drawdown) 27 Line 25 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Rider drawdown 28 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Forest fire impact 29 -                -                       

Ending reserve balance 30 Line 26+27+28+29 856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    856,020.84    

Interest Calculation:

Monthly interest rate 31 Investment Rate 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Monthly interest earned 32 Re-invested interest 3,297.73 2,870.19 2,843.68 2,521.04 2,428.57 2,383.06 2,347.38 2,172.81 2,378.75 2,339.90 1,925.31 1,881.01 29,389.43             

Service fees 33 Investment Fees (674.41) 0.00 0.00 (672.62) 0.00 0.00 (678.64) 0.00 0.00 (691.20) 0.00 0.00 (2,716.87)

Net interest earned 34 Line 32+33 2,623.32 2,870.19 2,843.68 1,848.42 2,428.57 2,383.06 1,668.74 2,172.81 2,378.75 1,648.70 1,925.31 1,881.01 26,672.56             

Cumulative net interest earned 35 2,623.32 5,493.51 8,337.19 10,185.61 12,614.18 14,997.24 16,665.98 18,838.79 21,217.54 22,866.24 24,791.55 26,672.56

Ending reserve balance including interest 36 Line 30+35 858,644.16 861,514.35 864,358.03 866,206.45 868,635.02 871,018.08 872,686.82 874,859.63 877,238.38 878,887.08 880,812.39 882,693.40

TD Prime Rate for Borrowing 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.25% 6.25% 6.25% 6.25% 6.25% 6.00%

Interest Calculation

Interest earned 3,297.73 6,167.92 9,011.60 11,532.64 13,961.21 16,344.27 18,691.65 20,864.46 23,243.21 25,583.11 27,508.42 29,389.43

Account fees (674.41) (674.41) (674.41) (1,347.03) (1,347.03) (1,347.03) (2,025.67) (2,025.67) (2,025.67) (2,716.87) (2,716.87) (2,716.87)

Net interest earned 2,623.32 5,493.51 8,337.19 10,185.61 12,614.18 14,997.24 16,665.98 18,838.79 21,217.54 22,866.24 24,791.55 26,672.56

Ending reserve balance 856,020.84 856,020.84 856,020.84 856,020.84 856,020.84 856,020.84 856,020.84 856,020.84 856,020.84 856,020.84 856,020.84 856,020.84

Ending reserve balance 858,644.16 861,514.35 864,358.03 866,206.45 868,635.02 871,018.08 872,686.82 874,859.63 877,238.38 878,887.08 880,812.39 882,693.40
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2009 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2009

Continuity schedule, year ending Dec. 31, 2009  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09 Dec-09 TOTAL

Actual generation - KWh

Hydro 1 Manual Input 35,059,529 34,611,029 29,833,376 27,458,873 26,017,518 22,490,698 23,256,545 23,083,041 25,052,353 27,473,179 32,834,809 35,284,055 342,455,005         

Wind 1a Manual Input 0 0 32,860 28,520 51,680 50,250 45,763 21,200 7,950 0 0 0 238,223                

Diesel 2 Manual Input 700,879 104,704 2,520 34,800 156,211 7,140 247,875 198,140 85,553 85,860 65,304 446,173 2,135,159             

Total 3 Line 1 + Line 2 35,760,408    34,715,733    29,868,756    27,522,193    26,225,409    22,548,088    23,550,183    23,302,381    25,145,856    27,559,039    32,900,113    35,730,228    344,828,387         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623    27,721,714    26,992,170    23,818,498    24,702,218    30,959,932    30,771,956    30,871,830    31,799,615    32,502,676    30,765,226    29,775,138    351,087,596.00     

Wind 4a Manual Input 30,000          28,000          28,000          25,000          24,000          15,000          15,000          20,000          25,000          30,000          30,000          30,000          300,000.00           

Diesel 5 Manual Input 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069    38,310,982    38,957,763    35,407,737    34,228,539    32,177,942    32,133,010    32,242,342    33,267,290    36,144,441    38,790,457    41,656,346    435,592,918.00     

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 4,622,906      6,861,315      2,846,066      3,643,895      1,342,980      (8,433,984)    (7,484,648)    (7,787,589)    (6,764,312)    (5,059,497)    2,039,583      5,478,917      (8,694,368)            

Diesel 8 Line 2 - Line 5 (11,138,567)   (10,456,564)   (11,935,073)   (11,529,439)   (9,346,110)    (1,195,870)    (1,098,179)    (1,152,372)    (1,357,122)    (3,525,905)    (7,929,927)    (11,405,035)   (82,070,163)          

Total (favourable) 9 Line 3 - Line 6 (6,515,661)    (3,595,249)    (9,089,007)    (7,885,544)    (8,003,130)    (9,629,854)    (8,582,827)    (8,939,961)    (8,121,434)    (8,585,402)    (5,890,344)    (5,926,118)    (90,764,531)          

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                -                -                -                -                -                -                -                -                -                -                -                

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total variance 12 Line 9 (6,515,661)    (3,595,249)    (9,089,007)    (7,885,544)    (8,003,130)    (9,629,854)    (8,582,827)    (8,939,961)    (8,121,434)    (8,585,402)    (5,890,344)    (5,926,118)    (90,764,531.00)     

13 Line 11 + Line 12 5,323,785      6,966,019      2,848,586      3,678,695      1,499,191      (8,426,844)    (7,236,773)    (7,589,449)    (6,678,759)    (4,973,637)    2,104,887      5,925,090      (6,559,209.00)       

Expected generation 14 Line 13 if Line 10=1; other=0 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Maximum savings available 14a Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Actual diesel generation 15 Line 2 700,879        104,704        2,520            34,800          156,211        7,140            247,875        198,140        85,553          85,860          65,304          446,173        2,135,159.00        

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) 0.00 -                -                -                -                -                -                -                -                -                -                0.00 -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      

Standard litres - 000 litres 18 Line 16/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard price($ per litre) 19 Manual Input 0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600                  

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016                    

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC buildup (drawdown) 23 Line 21+22 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YECL buildup (drawdown) 24 See Table 2 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Total buildup (drawdown) 25 Line 23 +24 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 882,693.40 882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    

Reserve Buildup (drawdown) 27 Line 25 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Rider drawdown 28 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Forest fire impact 29 -                -                       

Ending reserve balance 30 Line 26+27+28+29 882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    882,693.40    

Interest Calculation:

Monthly interest rate 31 Investment Rate 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Monthly interest earned 32 Re-invested interest 1,381.22 1,043.93 876.69 608.66 458.68 419.43 332.24 305.44 260.37 369.32 369.13 369.29 6,794.40               

Service fees 33 Investment Fees (696.06) 0.00 0.00 (686.26) 0.00 0.00 (695.36) 0.00 0.00 (749.32) 0.00 0.00 (2,827.00)

Net interest earned 34 Line 32+33 685.16 1,043.93 876.69 (77.60) 458.68 419.43 (363.12) 305.44 260.37 (380.00) 369.13 369.29 3,967.40               

Cumulative net interest earned 35 685.16 1,729.09 2,605.78 2,528.18 2,986.86 3,406.29 3,043.17 3,348.61 3,608.98 3,228.98 3,598.11 3,967.40

Ending reserve balance including interest 36 Line 30+35 883,378.56 884,422.49 885,299.18 885,221.58 885,680.26 886,099.69 885,736.57 886,042.01 886,302.38 885,922.38 886,291.51 886,660.80

TD Prime Rate for Borrowing 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.25% 6.25% 6.25% 6.25% 6.25% 6.00%

Interest Calculation

Interest earned 1,381.22 2,425.15 3,301.84 3,910.50 4,369.18 4,788.61 5,120.85 5,426.29 5,686.66 6,055.98 6,425.11 6,794.40

Account fees (696.06) (696.06) (696.06) (1,382.32) (1,382.32) (1,382.32) (2,077.68) (2,077.68) (2,077.68) (2,827.00) (2,827.00) (2,827.00)

Net interest earned 685.16 1,729.09 2,605.78 2,528.18 2,986.86 3,406.29 3,043.17 3,348.61 3,608.98 3,228.98 3,598.11 3,967.40

Ending reserve balance 882,693.40 882,693.40 882,693.40 882,693.40 882,693.40 882,693.40 882,693.40 882,693.40 882,693.40 882,693.40 882,693.40 882,693.40

Ending reserve balance 883,378.56 884,422.49 885,299.18 885,221.58 885,680.26 886,099.69 885,736.57 886,042.01 886,302.38 885,922.38 886,291.51 886,660.80
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2010 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2010

Continuity schedule, year ending Dec. 31, 2010  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 TOTAL

Actual generation - KWh

Hydro 1 Manual Input 33,496,889 32,873,530 30,347,614 27,628,959 26,849,221 23,023,763 23,925,698 25,441,685 25,150,469 26,171,764 33,310,658 37,295,582 345,515,832         

Wind 1a Manual Input 0 0 0.00 0.00 3,360.00 7,480.00 14,590.00 1,040.00 37,010.00 0.00 0.00 21,160.00 84,640.00             

Diesel 2 Manual Input 145,300 38,033 10,500 7,950 18,608 23,195 276,392 235,640 33,182 169,351 72,954 1,657,978 2,689,083             

Total 3 Line 1 + Line 2 33,642,189    32,911,563    30,358,114    27,636,909    26,871,189    23,054,438    24,216,680    25,678,365    25,220,661    26,341,115    33,383,612    38,974,720    348,289,555         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623    27,721,714    26,992,170    23,818,498    24,702,218    30,959,932    30,771,956    30,871,830    31,799,615    32,502,676    30,765,226    29,775,138    351,087,596.00     

Wind 4a Manual Input 30,000          28,000          28,000          25,000          24,000          15,000          15,000          20,000          25,000          30,000          30,000          30,000          300,000.00           

Diesel 5 Manual Input 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069    38,310,982    38,957,763    35,407,737    34,228,539    32,177,942    32,133,010    32,242,342    33,267,290    36,144,441    38,790,457    41,656,346    435,592,918.00     

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 3,060,266      5,123,816      3,327,444      3,785,461      2,126,363      (7,943,689)    (6,846,668)    (5,449,105)    (6,637,136)    (6,360,912)    2,515,432      7,511,604      (5,787,124)            

Diesel 8 Line 2 - Line 5 (11,694,146)   (10,523,235)   (11,927,093)   (11,556,289)   (9,483,713)    (1,179,815)    (1,069,662)    (1,114,872)    (1,409,493)    (3,442,414)    (7,922,277)    (10,193,230)   (81,516,239)          

Total (favourable) 9 Line 3 - Line 6 (8,633,880)    (5,399,419)    (8,599,649)    (7,770,828)    (7,357,350)    (9,123,504)    (7,916,330)    (6,563,977)    (8,046,629)    (9,803,326)    (5,406,845)    (2,681,626)    (87,303,363)          

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                -                -                -                -                -                -                -                -                -                -                -                

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total variance 12 Line 9 (8,633,880)    (5,399,419)    (8,599,649)    (7,770,828)    (7,357,350)    (9,123,504)    (7,916,330)    (6,563,977)    (8,046,629)    (9,803,326)    (5,406,845)    (2,681,626)    (87,303,363.00)     

13 Line 11 + Line 12 3,205,566      5,161,849      3,337,944      3,793,411      2,144,971      (7,920,494)    (6,570,276)    (5,213,465)    (6,603,954)    (6,191,561)    2,588,386      9,169,582      (3,098,041.00)       

Expected generation 14 Line 13 if Line 10=1; other=0 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Maximum savings available 14a Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Actual diesel generation 15 Line 2 145,300        38,033          10,500          7,950            18,608          23,195          276,392        235,640        33,182          169,351        72,954          1,657,978      2,689,083.00        

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) 0.00 -                -                -                -                -                0.00 -                -                -                -                0.00 -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      

Standard litres - 000 litres 18 Line 16/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard price($ per litre) 19 Manual Input 0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600          0.9600                  

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016                    

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC buildup (drawdown) 23 Line 21+22 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YECL buildup (drawdown) 24 See Table 2 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Total buildup (drawdown) 25 Line 23 +24 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 886,660.80 886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    

Reserve Buildup (drawdown) 27 Line 25 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Rider drawdown 28 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Forest fire impact 29 -                -                       

Ending reserve balance 30 Line 26+27+28+29 886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    886,660.80    

Interest Calculation:

Monthly interest rate 31 Investment Rate 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Monthly interest earned 32 Re-invested interest 369.44 369.60 369.75 369.90 370.06 370.21 370.37 370.52 370.68 370.83 370.98 371.14 4,443.48               

Service fees 33 Investment Fees 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Net interest earned 34 Line 32+33 369.44 369.60 369.75 369.90 370.06 370.21 370.37 370.52 370.68 370.83 370.98 371.14 4,443.48               

Cumulative net interest earned 35 369.44 739.04 1,108.79 1,478.69 1,848.75 2,218.96 2,589.33 2,959.85 3,330.53 3,701.36 4,072.34 4,443.48

Ending reserve balance including interest 36 Line 30+35 887,030.24 887,399.84 887,769.59 888,139.49 888,509.55 888,879.76 889,250.13 889,620.65 889,991.33 890,362.16 890,733.14 891,104.28

TD Prime Rate for Borrowing 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.25% 6.25% 6.25% 6.25% 6.25% 6.00%

Interest Calculation

Interest earned 369.44 739.04 1,108.79 1,478.69 1,848.75 2,218.96 2,589.33 2,959.85 3,330.53 3,701.36 4,072.34 4,443.48

Account fees 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Net interest earned 369.44 739.04 1,108.79 1,478.69 1,848.75 2,218.96 2,589.33 2,959.85 3,330.53 3,701.36 4,072.34 4,443.48

Ending reserve balance 886,660.80 886,660.80 886,660.80 886,660.80 886,660.80 886,660.80 886,660.80 886,660.80 886,660.80 886,660.80 886,660.80 886,660.80

Ending reserve balance 887,030.24 887,399.84 887,769.59 888,139.49 888,509.55 888,879.76 889,250.13 889,620.65 889,991.33 890,362.16 890,733.14 891,104.28
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2011 DCF Calculations

TABLE 1: YUKON ENERGY CORPORATION - actual to Dec 31,2011

Continuity schedule, year ending Dec. 31, 2011  -  Diesel Contingecy Fund Calculations - WAF System ($000)

Line# JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC TOTAL

Actual generation - KWh

Hydro 1 Manual Input 36,438,071 32,147,410 32,867,587 26,794,885 26,547,340 24,022,422 27,642,331 27,444,233 29,055,103 29,517,879 37,529,736 33,834,311 363,841,308         

Wind 1a Manual Input 0 0 0 0 0 31,979 40,248 93,752 149,610 86,500 0 0 402,089                

Diesel 2 Manual Input 1,085,689 669,811 1,815,515 120,755 186,157 877,809 141,946 244,090 297,923 2,437,457 306,219 41,940 8,225,311             

Total 3 Line 1 + Line 2 37,523,760    32,817,221    34,683,102    26,915,640    26,733,497    24,932,210    27,824,525    27,782,075    29,502,636    32,041,836    37,835,955    33,876,251    372,468,708         

Forecast Generation - KWh

Hydro 4 Manual Input 30,406,623    27,721,714    26,992,170    23,818,498    24,702,218    30,959,932    30,771,956    30,871,830    31,799,615    32,502,676    30,765,226    29,775,138    351,087,596.00     

Wind 4a Manual Input 30,000          28,000          28,000          25,000          24,000          15,000          15,000          20,000          25,000          30,000          30,000          30,000          300,000.00           

Diesel 5 Manual Input 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total 6 Line 4 + Line 5 42,276,069    38,310,982    38,957,763    35,407,737    34,228,539    32,177,942    32,133,010    32,242,342    33,267,290    36,144,441    38,790,457    41,656,346    435,592,918.00     

Variance - KWh

Hydro and wind 7 Line 1 - Line 4 6,001,448      4,397,696      5,847,417      2,951,387      1,821,122      (6,920,531)    (3,104,377)    (3,353,845)    (2,619,902)    (2,928,297)    6,734,510      4,029,173      12,855,801           

Diesel 8 Line 2 - Line 5 (10,753,757)   (9,891,457)    (10,122,078)   (11,443,484)   (9,316,164)    (325,201)       (1,204,108)    (1,106,422)    (1,144,752)    (1,174,308)    (7,689,012)    (11,809,268)   (75,980,011)          

Total (favourable) 9 Line 3 - Line 6 (4,752,309)    (5,493,761)    (4,274,661)    (8,492,097)    (7,495,042)    (7,245,732)    (4,308,485)    (4,460,267)    (3,764,654)    (4,102,605)    (954,502)       (7,780,095)    (63,124,210)          

Expected diesel generation - KWh:

Greater of (savings to a maximum of forecast diesel):

Diesel on margin (1=yes, 0=no) 10 Manual Input -                -                -                -                -                -                -                -                -                -                -                -                

(YEC generation requirement at long term average Hydro capability)

Forecast generation 11 Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Total variance 12 Line 9 (4,752,309)    (5,493,761)    (4,274,661)    (8,492,097)    (7,495,042)    (7,245,732)    (4,308,485)    (4,460,267)    (3,764,654)    (4,102,605)    (954,502)       (7,780,095)    (63,124,210.00)     

13 Line 11 + Line 12 7,087,137      5,067,507      7,662,932      3,072,142      2,007,279      (6,042,722)    (2,962,431)    (3,109,755)    (2,321,979)    (490,840)       7,040,729      4,071,113      21,081,112.00      

Expected generation 14 Line 13 if Line 10=1; other=0 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Maximum savings available 14a Line 5 11,839,446    10,561,268    11,937,593    11,564,239    9,502,321      1,203,010      1,346,054      1,350,512      1,442,675      3,611,765      7,995,231      11,851,208    84,205,322.00      

Actual diesel generation 15 Line 2 1,085,689      669,811        1,815,515      120,755        186,157        877,809        141,946        244,090        297,923        2,437,457      306,219        41,940          8,225,311.00        

Diesel savings (excess) (KWh) 16 Line 14-Line 15(max line 14a) 0.00 0.00 0.00 -                -                0.00 -                -                0.00 0.00 0.00 -                -                       

Standard efficiency(kwh/l) 17 Manual Input 3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71              3.71                      

Standard litres - 000 litres 18 Line 16/Line 17 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Standard price($ per litre) 19 Manual Input 0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960          0.2960                  

Reserve Buildup (drawdown)

YEC Variable O&M costs($ per KWh) 20 Manual Input 0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016            0.016                    

YEC Fuel savings (excess) 21 Line 18 x Line 19 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC Variable O&M costs 22 Line 20 x Line 16 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YEC buildup (drawdown) 23 Line 21+22 -                -                -                -                -                -                -                -                -                -                -                -                -                       

YECL buildup (drawdown) 24 See Table 2 -                       

Total buildup (drawdown) 25 Line 23 +24 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Reserve balance (Excluding interest and service fees)

Beginning reserve 26 Line 36 prior period 891,104.28 891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    

Reserve Buildup (drawdown) 27 Line 25 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Rider drawdown 28 -                -                -                -                -                -                -                -                -                -                -                -                -                       

Forest fire impact 29 -                0.00

Ending reserve balance 30 Line 26+27+28+29 891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    891,104.28    

Interest Calculation:

Monthly interest rate 31 Investment Rate 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20%

Monthly interest earned 32 (Beg+End)/2) * rate * (days/365) 891.10 892.00 892.89 893.78 894.67 895.57 896.46 897.36 898.26 899.16 900.06 900.96 10,752.27             

Service fees 33 0.00

Net interest earned 34 Line 32+33 891.10 892.00 892.89 893.78 894.67 895.57 896.46 897.36 898.26 899.16 900.06 900.96 10,752.27             

Cumulative net interest earned 35 891.10 1,783.10 2,675.99 3,569.77 4,464.44 5,360.01 6,256.47 7,153.83 8,052.09 8,951.25 9,851.31 10,752.27

Ending reserve balance including interest 36 Line 30+35 891,995.38 892,887.38 893,780.27 894,674.05 895,568.72 896,464.29 897,360.75 898,258.11 899,156.37 900,055.53 900,955.59 901,856.55

TD Prime Rate for Borrowing

Interest Calculation

Interest earned 891.10 1,783.10 2,675.99 3,569.77 4,464.44 5,360.01 6,256.47 7,153.83 8,052.09 8,951.25 9,851.31 10,752.27

Account fees 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Net interest earned 891.10 1,783.10 2,675.99 3,569.77 4,464.44 5,360.01 6,256.47 7,153.83 8,052.09 8,951.25 9,851.31 10,752.27

Ending reserve balance 891,104.28 891,104.28 891,104.28 891,104.28 891,104.28 891,104.28 891,104.28 891,104.28 891,104.28 891,104.28 891,104.28 891,104.28

Ending reserve balance 891,995.38 892,887.38 893,780.27 894,674.05 895,568.72 896,464.29 897,360.75 898,258.11 899,156.37 900,055.53 900,955.59 901,856.55

Application to Revise the 
Diesel Contingency Fund ("DCF") 
& Related Amendments 
to the Energy Reconciliation Adjustment ("ERA")

Yukon Energy Corporation 
UCG-1-6(b) Attachment 1

August 19, 2014 20 of 20

Yukon Energy Corporation 
2017-2018 General Rate Application 

UCG-YEC-2-4(c) Attachment 1

April 6, 2018 Page A-20



 Yukon Energy Corporation 
 2017-2018 General Rate Application 
 UCG-YEC-2-4(c) Attachment 2 

April 6, 2018   Page A-1 

ATTACHMENT 2: DIESEL CONTINGENCY FUND (“DCF”) 
1996/97 GRA Negotiated Settlement [Orders 1996-6 and 1996-7] 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/62_boardorder1996_6.pdf 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/63_boardorder1996_7.pdf 

The 1996/97 GRA consisted of a workshop negotiated settlement process and public hearing in March 

1996. A negotiated settlement was reached on most, but not all issues, and included the 

establishment of a Diesel Contingency Fund (in place of the proposed Rate Stabilization Fund). The 

settlement was considered by the Board at an oral public hearing commencing March 18, 1996. The 

Board heard submissions regarding the Settlement from proponents of the Settlement. Parties that 

did not agree with certain aspects of the Settlement were allowed to present evidence and cross-

examine witnesses. UCG dissented on certain aspects of the Settlement, including the ROE.  

Order 1996-6 approved the revenue requirements for the companies as set out in Exhibit 148. 

Written reasons were provided in Order 1996-7 which included review of the Diesel Contingency Fund 

included in the Negotiated Settlement package. The Negotiated Settlement set out the following rules 

for operation of the DCF [attached to Order 1996-7]:  

This fund is to replace the proposed rate stabilization fund. The fund will operate to smooth 

customer rate changes and offset forecast diesel costs. Rates and the fund will be 

determined using the long term average water expected to be available for generation 

(105+246 GWh). The initial funding will be determined based upon the funds available as at 

December 31, 1995. If additional funding becomes available due to other determinations with 

respect to diesel costs or other utility costs in 1995, the fund will be adjusted. The fund is 

only to be used for the purposes of stabilizing customer rates and offsetting diesel generation 

cost estimates and the fund is not to be accessed for other reasons, including government 

subsidy of rates. 

The cap on the fund is set at the initial contribution level. If the fund accumulates revenues 

in excess of the cap, the surplus balance at the end of the year is to be refunded by way of a 

rate-rider to customers over the following two years. If the fund falls below the equivalent 

negative cap level, a rate-rider increasing customer bills will occur to maintain the fund within 

the positive and negative cap levels. The fund is to attract interest based upon the 

short/intermediate term bond rates in which the Companies may invest the fund and any 

negative balances would only attract interest at the lowest short-term borrowing rate 

available to the Companies through a line of credit. 
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The fund is to operate outside of rate base but an annual report detailing additions and 

deletions to the fund is to be filed with the Board so that the Board may oversee the fund 

activities. The Board will direct the Companies on the additions and deletions to the fund. 

The annual report to the Board will also include a forecast of available water for the following 

year. 

Order 1996-9 – UCG Complaint  
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/65_boardorder1996_9.pdf 

UCG filed a complaint with the Board May 2, 1995, alleging that YECL and YEC mismanaged the 

storage of the Aishihik Reservoir in 1993 and 1994. Specifically, UCG alleged that the Companies 

wasted approximately two feet of water in Aishihik Lake in 1993 and 1994 and estimated the loss to 

be approximately $3 million. 

The YUB retained BC Hydro International Limited to provide a preliminary opinion and assistance in 

determining what information is required regarding the complaint filed by UCG against YEC alleging 

negligence in its management of its water resources at Aishihik Lake. 

The Board heard the complaint in conjunction with the hearing for the 1996/97 GRA filed by YEC and 

YECL. Specifically, at the March 1996 hearing, the Board heard testimony related to the Water 

Complaint. The Board determined that: 

 YECL and YEC did not act imprudently with respect to the management of the storage of 

water in Aishihik Reservoir as alleged in the complaint. 

 The quality of information and decision support tools used by YECL and YEC for making 

water management decisions was inadequate to maximize the management of stored water 

for the customers’ benefit.  

Mr. Kerslake committed YEC/YECL to the development of a plan to implement hydraulic forecasting 

and decision support systems and to report that plan to the Board by November of 1996. The Board 

accepted this commitment and ordered the plan to be filed by November 30, 1996. The Board 

ordered YECL and YEC to file by November 30 1996, for approval a plan to address the inadequacies 

identified in the Reasons for Decision attached as Appendix A to Order 1996-9. 

Order 1996-11 
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/57_boardorder1996_11.pdf 

Order 1996-11 addressed the method for recovering from ratepayers’ revenue flowing from an 

appeal of the YEC/ YECL 1993/94 General Rate Application. 
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The Board invited the Companies and intervenors to comment on the alternatives for recovery 

proposed by the companies; Anvil Range Mine (ARM) and the City of Whitehorse, indicated a 

preference for reducing the DCF by the amount of the appeal impact, while UCG submitted that the 

recovery should not be made by way of a reduction in the DCF but rather by a rate rider surcharge in 

1997. 

The Board noted Decision 1996-7 wherein it accepted a settlement package entered into by the 

Companies and intervenors respecting rate increases effective January 1, 1996 and January 1, 1997. 

Order 1996-11 notes, the terms of the settlement stipulated that with respect to the DCF “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.”  

The Board considered that the amount of $1,952,912 should be recovered from customers by way of 

a rider on all billings rendered on or after January 1, 1997 until such time as the amount of 

$1,952,912 is attained. The Board also notes in Order 1996-11, “this method to be fair, in the public 

interest and consistent with the terms of the settlement package previously accepted by the Board”. 

Order 1997-4 – Appeal of Order 1996-11  
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/73_boardorder1997_4.pdf 

Appeal by Anvil Range Mine to Order 1996-11. The Board re-affirmed its decision, noting regarding 

the DCF (page 8):  

Based on the submissions of the parties, the Settlement Package and the transcripts of 

evidence from the GRA, the Board finds as a matter of fact that the purpose of the Fund was 

to offset costs when the Utilities had to rely on diesel generation. It was not intended to pay 

for costs incurred in the past. In fact, the Diesel Contingency Fund was established before 

the Court of Appeal decision had been rendered. The Board is of the view that the parties to 

the 1996/97 GRA did not anticipate the Fund to be used to recover the Appeal revenue.  

Order 1997-7 
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/76_boardorder1997_7.pdf 

On May 26, 1997, the YUB issued Order 1997-6 to YEC and YECL directing that (at page 1) “An 

interim refundable general rider surcharge of 20% be applied to the base rates for all customer 

classes of service effective for billings issued on or after June 1, 1997, and continuing thereafter until 

such time as the Faro mine resumes as a Rate Schedule 39 customer of YEC, or until the Board 

determines final rates for 1997.” 
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The Commissioner in Executive Council, pursuant to Section 17(1) of the PUA issued a direction to 

the Board.1  

The Commissioner in Executive council directs the Yukon Utilities Board to determine and 

order by July 1, 1997 a method for providing rate stabilization from the Diesel Contingency 

Fund established by the Board in Decision 1996-7 in the form of a minimum 25 per cent 

reduction for all customers in the general rider surcharge approved by the Board in Decision 

1997-6. The method determined by the Board shall provide that the rate stabilization be 

effective on June 1, 1997 and shall continue until such time as the surcharge is removed. 

The Board ordered a credit of 25% to be applied to the interim refundable general rider surcharge 

approved in Order 1997-6 for all customer classes of service effective for billings issued on or after 

June 1, 1997, and continuing thereafter until such time as the Faro mine resumes as a Rate Schedule 

39 customer of YEC, or until the Board determines the final rates for 1997; and the operation of the 

Diesel Contingency Fund established by the Board in Order 1996-7 shall be amended to allow the 

recovery of the above credit from the amounts in the fund. 

Order 1998-5 
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/85_boardorder1998_5.pdf 

The Revised Application requested an order approving the establishment of a Rate Adjustment and 

Stabilization Fund on a pilot basis, including a method for providing rate stabilization from the Diesel 

Contingency Fund (DCF). This provided for a 50% reduction for all residential and commercial 

customers in the proposed rider surcharge until January 31, 1999, with reduced reductions 

thereafter, and with provisions for replenishing the Fund. 

In Appendix A to its decision, the Board notes (at page 9): 

The Diesel Contingency Fund was created from the Low Water Reserve Fund, and excess 

customer revenues received in relation to the Faro mine. It is used to smooth rate 

adjustments caused by diesel generation cost instabilities due to fluctuations in hydro 

generation from long-term average capabilities and currently has a balance in excess of 

$2.2 million (Exhibit 19, page 20). 

The Board requested submissions on its jurisdiction and general consensus was that there is 

nothing in the Act or the OICs that limits or restricts the jurisdiction of the Board to utilize the 

DCF.  

                                                 
1 See OIC 1997-090 on the Board’s website at the following link: 
http://yukonutilitiesboard.yk.ca/pdf/OICs/447_oic1997_090.pdf 
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The Board did not approve the establishment of a Rate Adjustment and Stabilization Fund, but 

directed that the balance in the DCF be used to make contributions to all eligible customers to offset 

100% of the net rider increase over the next 12 months.  

Order 1998-9 
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/89_boardorder1998_9.pdf 

By letter dated January 15, 1997, UCG made two applications to the Board (at page 1). 

1. The first was an application for a review and variance of Board Order 1996-7 pursuant to 

s. 62 and a request for a Board investigation pursuant to s. 48 of the Public Utilities Act. 

2. The second was a complaint regarding the Low Water Reserve Fund pursuant to ss. 44, 45 

and 46 of the Act.  

UCG requested an investigation as to whether the Companies saved money by using less diesel 

generation than forecast in 1995 and, if so, why those savings were not placed in the Low Water 

Reserve Fund. The Board reviewed all previous Orders with respect to the Low Water Reserve Fund 

and the Diesel Contingency Fund and requested additional information from the Companies and 

denied the request for an investigation with respect to the LWRF.  

Order 1998-10 – UCG Complaint 
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/80_boardorder1998_10.pdf 

By letter dated June 30, 1998, the UCG filed a complaint with the Board pursuant to s. 44(1)(c) of 

the Public Utilities Act and a request for a Board investigation of the Complaint pursuant to s. 46 of 

the Act. UCG alleged that information in the Company’s’ filing of the 1997 annual forecast with the 

Yukon Territorial Water Board (YTWB) and transcript excerpts from the 1996/97 GRA hearing 

provided evidence that the Companies had a secret internal policy to keep Aishihik two feet above 

the licensed water level, consciously misleading intervenors and the Board. 

The complaint was rooted in the May 2, 1995 complaint in which UCG alleged that the decision by 

utility management to make early releases of water in 1993 and 1994 was imprudent and cost 

ratepayers $3 million. The Board addressed the issue as part of the General Rate Application and 

heard extensive testimony at the March 1996 hearing. Subsequently, the Board issued Order 1996-9 

which noted that the early releases were made to avoid high water levels and subsequent shoreline 

erosion in Aishihik Lake, to calibrate the release valves and to compensate for restrictions at the 

Whitehorse Rapids Plant. The Reasons for Decision (at page 2) stated that the issues to be 

considered were:  
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1. Were the forecasts of water inflow and load requirements reasonable at the time? (the Board 

accepted that the shortfall could not have been reasonably forecast). 

2. Were the non-power producing objectives reasonable? (the Board believed that the 

objectives were not unreasonable). 

3. Did YEC/YECL unreasonably restrict the operation of WH#4? (the Board found that the 

restrictions were forced outages). 

The complaint was served on the utilities and their reply was received. The Board reviewed the 

complaint, supporting arguments and related documents and dismissed the complaint.  

The Board reiterated that the Companies did not act in an imprudent manner during the water 

releases and no penalties are appropriate. Issues of regulatory risk and pre-approvals of utility 

actions were fully discussed in the 1996 UCG Submission and no new material had been presented. 

With respect to the complaint’s reference to the value of water, this was also fully canvassed in the 

hearing. While the Board agreed that, in hindsight, the water had value, it took note of the 

uncertainties, stated that management’s actions were not imprudent, and that, therefore, issues 

regarding the precise quantities and cost of the water were not relevant. 

Order 1999-3 [Diesel Contingency Fund Reports] [Pages 1-2] 
http://yukonutilitiesboard.yk.ca/pdf/Board_Order_1999-3.pdf 

The terms of the 1996/97 Negotiated Settlement approved by Board Order 1996-6 provided for the 

creation of a Diesel Contingency Fund to smooth customer rate changes and offset forecast diesel 

costs. The terms also provided that an annual report detailing additions and deletions to the fund is 

to be filed with the Board so that the Board may oversee the fund activities. The Board is to direct 

the companies on the additions and deletions to the fund.  

On June 6, 1999 YEC filed a report, detailing the changes to the DCF in 1998, together with revised 

reports for 1996 and 1997. The filing also included, for convenience, copies of relevant DCF tables for 

YECL. On July 4, 1999 UCG responded with some preliminary concerns and requested a full review of 

this report with a similar process to rate hearings; interrogatories and responses to/from the 

Companies to the various intervenor concerns. 

The Board forwarded the UCG concerns to the Companies but noted that the Board had the ultimate 

jurisdiction over the DCF. On October 7, 1999 YEC provided comments on the submission from UCG 

and additional information to assist the Board review. The Board [has] reviewed the material and 

finds that the approval of the report was [is] in the public interest. The Board approved [s] the 

additions and deletions to the DCF or 1996 to 1998 as filed. 
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Order 2000-1 [UCG Applications to Review and Vary Board Orders 1999-3 and 1999-5] 
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%202000/437_Board%20Order%202000-1.pdf 

By letters dated December 3, 1999 and December 10, 1999 UCG made two applications to the Board 

to review and vary Board Orders 1999-3 and Board Orders 1999-5 respectively. The Applications for 

review and variance of Board Orders 1999-3 and 1999-5 were dismissed. 

With regard to Order 1999-3 UCG (at page 3 of Order 2000-1) alleged that the Board made an error 

in jurisdiction “by not acting in the public interest by not holding a full public review and debate on 

the Diesel Contingency Fund”. Order 2000-1 notes as follows (at page 4): 

 On June 6, 1999 Yukon Energy Corporation (“YEC”) filed a report, detailing the changes to 

the Diesel Contingency Fund in 1998, together with revised reports for 1996 and 1997. The 

filing also included for convenience copies of relevant DCF tables for the Yukon Electrical 

Company Limited (“YECL”). The Board found that approval of the report was in the public 

interest, and issued Board Order 1999-3 approving the additions and deletions to the Diesel 

Contingency Fund for 1996 to 1998 as filed. 

 After receiving the DCF report filed by YEC, the Board distributed copies of the report to 

interested parties for comment. On July 4, 1999 the Utilities Consumers’ Group responded 

with some preliminary concerns and requested a full review of this report with a similar 

process similar to rate hearings; interrogatories and responses to/from Companies to various 

intervenor concerns. No other comments were received. The Board forwarded the UCG 

concerns to the Companies but noted that the Board had ultimate jurisdiction over the DCF. 

On October 7, 1999 Yukon Energy Corporation provided comments on the submission from 

the Utilities Consumers’ Group and additional information to assist the Board in its review. On 

October 10, 1999 UCG again argued for a “public review”, in part because the “1996/97 

Settlement Agreement was very general in terms of reference for the operation.” The Board 

considered that it had provided for a sufficient public review and Order 1999-3 was signed on 

November 3, 1999 after its review of all the material received.  

The Board notes in its reasons (at page 5) for decision that: 

 Board Order 1999-3 simply approved the additions and deletions to the Diesel Contingency 

Fund for 1996 to 1998 as filed. 

 The report prepared by the Yukon Energy Corporation was filed in accordance with the 

Board’s directions under Board Orders 1996-6, 1997-7 and 1998-5. UCG appears to be taking 

issue with the provisions of the latter two orders, to the extent that they amend the 

operation of the DCF. As well, the UCG January 31, 2000 Rebuttal points to Board Orders 

1996-11 and 1997-4 as supporting its position. 
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The Board reviewed in detail its reasons for decision in 1996-11, 1997-4, 1997-7 and 1998-5: 

 With regard to 1996-11 – The Board determined (at page 5) that “Board Order 1996-11 did 

not preclude the use of the DCF for stabilizing rates at another time.” 

 With regard to 1997-4 - The Board determined (at page 7) that “in deciding that the DCF 

should not be used to recover the Appeal revenue, it did not preclude its later use to smooth 

rate changes.” 

 With regard to 1997-7 – The Board summarized (at page 7) “that it complied with the 

Order-in-Council and Board Order 1997-7 amended the operation of the Diesel Contingency 

Fund to allow the recovery of the above credit from the amounts in the fund. No request for 

variance of this order was received.” 

 With regard to 1998-5 – The Board concluded (at page 8) that “the purpose of the July 

1998 hearing was to see what could be done to deal with the fact that the Faro mine had 

shut down and was not expected to return in the foreseeable future. The hearing established 

that there was nothing in the Act or Orders-in-Council that limited or restricted the 

jurisdiction of the board to utilize the DCF to help stabilize rates and mitigate the impact of 

what would have been a rate increase of almost 30%.” 

Order 2002-3 
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%202000/100_boardorder2002_3.pdf 

On April 26, 2002, YEC reported that it had reached a settlement with its insurance companies and 

filed a final report on the impacts relating to the fire at the Whitehorse Rapids Generating Station 

(“Fire Report”). YEC requested an Order that, with the filing of the Fire Report, it has complied with 

the reporting requirements directed by the Board and that an insurance gain of $744,000 be placed 

into a deferral account for the benefit of ratepayers pending further direction of the Board. YEC also 

requested an Order approving that the December 31, 2000 DCF balance be changed as outlined in 

Section IV of the Fire Report.  

On May 27, 2002 the Board provided interested parties with an opportunity to comment. After a 

series of information requests to YEC the Utilities Consumers’ Group and The Yukon Electrical 

Company Limited provided their comments, to which YEC replied on September 3, 2002.  

The Board reviewed the material and noted as follows (at page 3):  

 “YEC has complied with the reporting requirements directed by the Board relating to the 

October 1997 fire.” 
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 “The insurance gain of $744,000 realized as part of the settlement of the insurance claim 

arising for the fire is to be placed into a deferral account as an offset to rate base for the 

benefit of ratepayers pending further direction of the Board.” 

 “The additions and deletions to the Diesel Contingency Fund for 1999 and 2000 are approved 

as filed, except that the December 31, 2000 balance is to be changed from ($61,744.29) to 

$681,721.92 as outlined in section IV of the Fire Report.” 

Order 2011-15 (and Appendix A) 
http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%202000/1306_Board%20Order%202011-
15.pdf 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%202000/1307_Board%20Order%202011-

15%20Appendix%20A%20Reasons%20for%20Decision.pdf 

The Order and Appendix A to the Order notes [at pages 8-9]:  

In further response to DCF issues, the Companies submitted that diesel was not forecast to 

be “on the margin”. Also, changes in operating rules are required for the DCF and those 

changes require Board review and approval. Furthermore, any DCF transactions are at the 

GRA-approved fuel price thus have no impact on the DFPVA, and that there is no 

interrelationship between the administration of the DFPVA and the DCF. 

YEC committed to addressing DCF issues and any changes in the operating rules for the DCF 

in its next GRA. 

As noted above, the Policy was filed in response to a direction in Board Order 2010-13. 

At the time the direction was given, the Board did not contemplate issues respecting Rider D 

and the DCF. To strengthen the record in this proceeding, the Board issued Order 2011-12. 

Appendix A of that Order directed the Companies to provide adequate responses to certain 

information requests of LE and UCG. 

Through Appendix B of Order 2011-12, the Board asked further information requests 

regarding the detailed calculations for the DFPVA, company risk, historical regulatory process, 

and the DCF. The information was needed to clarify the issues pertaining to the DCF. 

The Board is satisfied with the responses of the Companies. The Board accepts the 

commitment of YEC to address all DCF issues in the next GRA and directs YEC to address any 

changes necessary in the operating rules, administration and revised revenue requirements 

pertaining to the DCF in its next GRA. Also, the Board requires that YEC provide a specific 

definition of the term “diesel on the margin”. The Board directs that YEC complete its review 
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and bring the necessary changes before the Board at the earliest of its next GRA or July 1, 

2012. 

Based on the evidence presently available to the Board, the Board accepts the submissions of 

the Companies that there is no interrelationship between the DFPVA and the DCF and no 

interrelationship between the DFPVA and Rider D. 
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TOPIC: 1 

 2 

REFERENCE:  YECSIM Model in GRA Presentation, February 12, 2018, 3 

page 13 “Fundamentals of YECSIM – Model Overview” 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) Please provide an analysis for 2002 – 2017 comparing the YECSIM estimates for 10 

hydro and thermal generation with actual levels of hydro and thermal generation. 11 

 12 

b) Please identify and changes that have been made to the YECSIM model since it 13 

was developed by the KGS Group in 2008. 14 

 15 

ANSWER: 16 

 17 

(a) 18 

 19 

YECSIM simulation provides a long-term average based on available water year records 20 

[35 years for the current GRA proposed DCF Term Sheet Table] for a given load. As 21 

reviewed in response to UCG-YEC-2-8(d), YECSIM input files have not been updated to 22 

include water records for 2016 and 2017. 23 

 24 

YECSIM is used to derive the DCF Term Sheet Table, e.g., the Table 3.4 included in 25 

Appendix 3.4 of the YEC 2017-18 GRA. A DCF Term Sheet Table relevant for a specific 26 

GRA period is then used for the purpose of determining the volume (KWh) of LTA diesel 27 

generation for any given load.   28 

 29 

Table 1 below provides comparison of LTA hydro and thermal generation from the relevant 30 

DCF Term Sheet to actuals for 2012-2017 years. The DCF Term Sheet determinations 31 

noted in Table 1 are based on the DCF Term Sheet Table relevant for the particular time 32 

period.    33 
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 For the years 2012-16 the DCF Term Sheet Table approved following the 2012/13 1 

GRA [see Order 2015-01 and 2015-06] is relevant for determining thermal 2 

generation requirements. 3 

 4 

 For the period 2017 forward the DCF Term Sheet Table included in Appendix 3.4 5 

of the 2017/18 GRA is relevant [however, it is noted that this is subject to approval 6 

by the Board as part of the 2017/18 GRA]. 7 

 8 

Table 1: Long-term Average Hydro and Thermal Generation based on 9 

DCF Term Sheet Table Compared to Actuals 10 

 11 
 12 

(b) 13 

 14 

Major modifications to the YECSIM model since 2008 include the following: 15 

 16 

 Interconnection of WAF and MD grids. 17 

 Addition of Mayo B, and subsequent Mayo GS winter outflow restrictions and Mayo 18 

Lake outlet channel sediment restrictions. 19 

 Addition of Aishihik 3rd turbine. 20 

 Additional water years of record. 21 

 Expanded simulation period. 22 

GW.h

2012 
Actuals

2013 
Actuals

2014 
Actuals

2015 
Actuals

2016 
Actuals

2017 
Preliminary 

Actuals

YEC Grid load [excl. Fish Lake 
and secondary load] 424.5         419.2         396.5         410.3         412.8         439.4                 

DCF Term Sheet Table
LTA hydro 409            406            391            400            402            412                    
LTA thermal 15.6           13.3           5.3             10.0           10.5           26.8                   
Wind 0.24           0.24           0.24           0.24           0.24           0.58                   

Actuals
Hydro 421            417            395            405            406            426                    
Thermal 3.1             1.9             1.6             4.9             6.1             13.26                 
Wind 0.45           0.28           0.34           0.65           0.51           0.033                 
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TOPIC: 1 

 2 

REFERENCE:  YECSIM Model in GRA Presentation, February 12, 2018, page 16 3 

“Fundamentals of YECSIM – User Manual Status.” 4 

PREAMBLE:  5 

 6 

QUESTION: 7 

 8 

a) Please explain why wind generation is removed from load used for YECSIM 9 

simulation. 10 

 11 

b) Please confirm that while the YECSIM model does not separate diesel vs. LNG 12 

thermal generation, YEC still separates diesel from LNG to alter the model output. 13 

 14 

c) Please explain why the YECSIM model cannot be programmed to separate the 15 

types of thermal generation. 16 

 17 

ANSWER: 18 

 19 

(a) 20 

 21 

The YECSIM simulation is run based on firm load net of wind. The software is intended to 22 

simulate hydro generation based on water availability. It is not intended to simulate wind 23 

generation.  24 

 25 

(b) and (c) 26 

 27 

The current version of the YECSIM model has not been modified to provide a breakdown 28 

of LNG and diesel. Separation of LNG and diesel within the model would require 29 

consideration of factors not currently addressed in the model, including the constraints 30 

with the current LNG unit operation [i.e., it is not efficient to use LNG for the loads below 31 

2.6 MW or for short duration loads] and use of lower cost LNG to enhance winter storage 32 

during drought periods.  33 

 34 

YEC does not “alter” the model output. YECSIM simply generates a thermal energy value 35 

(in KWh); YEC then allocates that generation number between our two available thermal 36 

options (using factors as noted in the 2017-18 GRA, Appendix 3.4).  37 
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TOPIC: 1 

 2 

REFERENCE:  YECSIM Model in GRA Presentation, February 12, 2018, page 25 3 

“Fundamentals of YECSIM – Methodology.” 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) Please provide detailed analysis of why abandoning the first 5 load years and the 10 

8
th load year results in a more accurate forecast. 11 

 12 

b) Please provide details of who developed this abandoning method. 13 

 14 

ANSWER: 15 

 16 

(a) and (b) 17 

 18 

Please see the YECSIM User Manual provided as Appendix 2.4 of the Two Part ERA 19 

Application. The length of the simulation period and the use of only certain years for 20 

determining the simulation of results as adopted in the original model as developed by 21 

KGS Group is reviewed at pages 108-09 of the User Manual. The need to remove certain 22 

years is understood to be a normal element for hydro planning simulation models (see 23 

discussion below from the User Manual). 24 

 25 

The following are specifically noted for clarification:  26 

 27 

 The YECSIM User Manual references a series of 8 years with a constant load 28 

demand each year [in practice today there are 20 load years used]; 29 

 30 

 The YECSIM User Manual notes that 8 years are needed so that certain “edge 31 

effects” can be eliminated as summarized below:  32 

“The effects of starting the reservoirs at a full stage on Jan 1 of the first load 33 

year. This is unrealistic. Although it could be resolved by choosing a lower 34 

starting water level that could be representative for comparative purposes 35 

between simulations, it was considered more effective for the initial effects 36 

to be eliminated by several years of operation. The end of the fifth year, 37 
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was found for all cases addressed, to have reservoir levels that were 1 

identical. So the first five years are now considered as a “start-up phase” 2 

that leads to the sixth and seventh years, which can be used to generate 3 

system operation statistics that are not arbitrarily affected by the start-up 4 

conditions in the first year. 5 

 6 

The effects of the computation of the reservoir rule curves that protect 7 

against the drawdown of water levels under existing licensed limits. The 8 

rule curves are described in more detail below, but the point is that they 9 

allow the reservoir to draw down to the lowest limit on Dec.31 of the last 10 

load year. The backwards calculation from that point in time determines the 11 

rule curve. This arbitrary assignment of the lowest reservoir level would 12 

affect the simulations in an unrealistic way if not corrected. The means to 13 

eliminate such effects were selected to consist of allowing one additional 14 

years after the sixth and seventh years (i.e. Year 8) so that the last year 15 

would not unrealistically influence the statistics in the two previous years. 16 

This is a similar, but inverted, correction described in the bullet above. 17 

 18 

 While the User Manual description above indicates that only two years are used to 19 

determine model results [years 6 and 7], the workshop discussion indicated that 20 

13 years are used today to determine model results. The first 6 load year 21 

simulations [years 1-6] and the last load year simulation [Year 20] are removed 22 

today from the averaging for LTAs. 23 

 24 

As noted at page 1 of the User Manual – the model and methods used to determine model 25 

results were developed by KGS Group. See response to YUB-YEC-1-3(a) from the 2014 26 

DCF/ERA proceeding which notes that KGS Group staff has been actively involved in 27 

understanding and applying similar models used for similar purposes in other hydro-28 

thermal electric power systems. 29 
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TOPIC: 1 

 2 

REFERENCE:  YECSIM Model in GRA Presentation, February 12, 2018, page 29 3 

“Fundamentals of YECSIM – Major Inputs for 2017/2018 GRA” 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) Please explain why 35 years is the optimal number if historic inflows to use in the 10 

YECSIM model. 11 

 12 

b) Please provide details of any analysis undertaken to determine if more years of 13 

inflow will add to or diminish the accuracy of the model. 14 

 15 

c) Please provide analysis that the 35 years of inflows reflects the current trend in 16 

climate change impacts. 17 

 18 

d) Please update the YECSIM model results and resulting forecasts using inflows 19 

from 1981 – 2017 and 1998 - 2017. 20 

 21 

e) Please provide details of who developed this abandoning method. 22 

 23 

ANSWER: 24 

 25 

(a), (b) and (c) 26 

 27 

The 35 water years are the years (1981 to 2015) for which relevant water data was 28 

available when YECSIM was run for the current GRA forecasts, i.e., it is not asserted to 29 

be an “optimal” number.  30 

 31 

YECSIM and other similar models are run using the number of years of reliable water data 32 

that are then available (the number of such years expands over time).  33 

 34 

The data reflects what was recorded over the 35 years, including any climate change 35 

impacts relevant to those years.  36 
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(d) 1 

 2 

The YECSIM input files have not been updated to include water records for 2016 and 3 

2017. The latest available input file uses water records from 1981-2015. Therefore, the 4 

requested information with 1981-2017 or 1998-2017 inflows cannot be provided.  5 

 6 

Table 1 below provides, for illustration purposes, the long-term average thermal 7 

generation using average for 1981-2015 water years as used in the 2017-18 GRA, Table 8 

2-2 compared to average of thermal generation for 1998-2015 water years.  9 

 10 

LTA Thermal based on 

1981-2015 Water Years 

[GRA Table 2.2, for 2018] 

Average for 1998-2015 

Water Years for 

illustrative comparison 

purposes 

14,480 MW.h 12,022 MW.h 

 11 

(e) 12 

 13 

See response to UCG-YEC-2-7(a-b) which asked this same question.  14 
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TOPIC: 1 

 2 

REFERENCE:  YECSIM Model in GRA Presentation, February 12, 2018, page 32 3 

“Fundamentals of YECSIM – Major Outputs - 2017/2018 GRA” 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) Please explain with analysis why 13 years of load simulations are used for 10 

determining long-term averages. 11 

 12 

b) Please provide details of the YECSIM thermal generation split between diesel and 13 

LNG for the last 10 years. 14 

 15 

ANSWER: 16 

 17 

(a) 18 

 19 

Please see response to UCG-YEC-2-7. 20 

 21 

(b) 22 

 23 

Please see response to UCG-YEC-2-6. YECSIM does not provide a split between diesel 24 

and LNG.  25 
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TOPIC: 1 

 2 

REFERENCE:  December 6, 2017 Application, page 2-2 3 

 4 

“The ERA was established in 1993, when ST hydro generation 5 

forecasts were still being adopted for GRA purposes, as a 6 

retrospective payment calculation integrated into the wholesale rate 7 

(RS 42), designed to ensure that YECL received a full pass-through 8 

of all incremental costs or savings of diesel generation attributable 9 

to higher or lower than forecast wholesale demand.  As with the 10 

DCF and its precedent fund (the LWRF), the ERA was only active 11 

during the 1990s when the Faro Mine was in operation which 12 

resulted in diesel generation accounting for 100% of any generation 13 

change due to firm load changes. The basic requirement for the 14 

ERA reflected the material variance per kW.h of wholesale in YEC 15 

thermal generation costs (fuel plus variable O&M) versus the RS 42 16 

Energy Charge.  Given this variance, YEC required (when the Faro 17 

Mine was operating) an ERA mechanism in order to recover a 18 

material portion of its incremental diesel generation costs related 19 

to an increase in wholesales above GRA forecasts; the ERA 20 

mechanism also rebated to YECL the net savings that YEC 21 

recovered when wholesales were less than GRA forecasts.” 22 

 23 

PREAMBLE:  24 

 25 

QUESTION: 26 

 27 

a) Please confirm that the ERA was designed assuming that all incremental costs 28 

or savings related to diesel generation that are passed-through to YECL (now 29 

AEY) would be passed through to YECL’s customers.  Please explain how 30 

these costs or savings are to be passed-through to end-use customers. 31 

 32 

b) Please explain what variable O&M costs would be included in thermal 33 

generation costs.  Please provide a breakdown of actuals levels of these costs 34 

for the most recent year available. 35 

 36 

c) Please confirm that the ERA was not designed to allow YEC to recover a 37 
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material portion of its incremental diesel generation costs related to an 1 

increase in wholesales above GRA forecasts but rather all of the incremental 2 

costs. 3 

 4 

d) Please confirm that there is no way for YEC to double-recover variable O&M 5 

costs through the ERA mechanism and rates approved by the YUB to recover 6 

forecast O&M costs. 7 

 8 

e) Please provide a chronological history of the ERA noting the drivers of each 9 

adjustment calculation.  Please provide explanations for differences in drivers 10 

of each of these ERA calculations. 11 

 12 

ANSWER: 13 

 14 

(a) 15 

 16 

Not confirmed. There was no pass through of ERA charges contemplated, or carried out, 17 

to any retail customers when the ERA was designed and implemented in the 1990s. 18 

 19 

(b) 20 

 21 

In the 1990s, when the ERA was designed and implemented, variable O&M costs were 22 

estimated and used (along with variable fuel costs) to establish run-out retail and industrial 23 

rates. The same variable O&M costs were then used for the DCF and ERA at that time to 24 

reflect the retail run-out rates. These variable O&M costs included estimates reflecting 25 

lube oil, maintenance and other non-fuel diesel generation costs that tend to vary with the 26 

amount of generator use.  27 

 28 

YEC does not have recent estimates for variable O&M costs, or a useful current 29 

breakdown of actual levels for such costs, as these are not currently included in any retail 30 

rate, DCF, or ERA determinations.  31 

 32 

(c) 33 

 34 

The ERA as such was designed to recover a “material portion” of YEC’s incremental diesel 35 

generation costs related to an increase in wholesales above GRA forecasts, i.e., the ERA 36 

was designed to recover the portion of such costs not otherwise recovered by the Rate 37 
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Schedule 42 Energy Charge. The ERA was required to enable YEC thereby (through both 1 

the ERA and the Energy Charge) to recover all of these incremental costs. 2 

 3 

(d) 4 

 5 

Confirmed. 6 

 7 

(e) 8 

 9 

This response provides excerpts of the response to UCG-YEC-1-2(a) filed as part of the 10 

2014 DCF/ERA proceeding. This response addresses the chronological history of the ERA 11 

up to the 2014 proceeding as reflected in relevant applications and Board Orders. The 12 

ERA was introduced in the joint 1993/94 GRA of the Companies. ERA matters since the 13 

2012/13 GRA have been addressed in subsequent proceedings, including the recently 14 

concluded ERA Application Part 1 proceeding. 15 

 16 

Order 1992-4 [pages 9-10] 17 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/27_boardorder1992_4.pdf 18 

Board Order 1992-4 at page 10 notes:  19 

 20 

At page 2-6 of YECL’s Application it states:  21 

 22 

“The wholesale rate, for the purposes of this Application, has been based 23 

on an inter-utility transfer which allows YECL and YEC each to meet their 24 

respective revenue requirements based on the retail rates as applied for 25 

and the assumptions set out above with respect to Curragh rates.”  26 

 27 

The Board views the wholesale rate as a method of balancing revenues to costs 28 

as between YECL and YEC and, accordingly, approves the Companies’ method 29 

of determining the wholesale rate and the structure of the proposed wholesale rate. 30 

 31 

Decision 1993-1-6 and 1993-1-7 32 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/38_boardorder1993_6.pdf 33 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/39_boardorder1993_7.pdf 34 

The Joint YEC/YECL 1993/94 General Rate Application noted as follows regarding the 35 

changes to the wholesale rate included in the Application [page 3-9]:  36 
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The wholesale rate applicable to transfers between YEC and YECL has been 1 

restructured to provide a more stable balance of costs and revenues between the 2 

two companies.  3 

 4 

The move to increase retail run-out rates to incremental energy costs has also 5 

increased revenue volatility of YEC and YECL. As YEC is responsible for most 6 

energy production and YECL is responsible for most retail sales, fluctuations of 7 

retail sales now cause revenue changes at an incremental cost level for YECL that 8 

is not balanced by a corresponding cost change in the current single block 9 

wholesale energy rate. The converse problem occurs for YEC. Restructuring the 10 

wholesale rate to allow periodic adjustments between forecast and actual 11 

wholesale transfers at a rate equal to the retail run out rate restores the balance. 12 

The new wholesale rate will cause adjustments in transfers between YECL and 13 

YEC that balance the changes in revenues and costs caused by sales fluctuations 14 

and will have no effect on retail sales. 15 

 16 

Order 1993-1-6 approved revenue requirement amounts for 1993 and 1994 and ordered 17 

the companies to design rates to collect these amounts. Order 1993-7 approved the rate 18 

schedules requested in Decision 1993-1-6. Section 5 of Order 1993-1-7 [page 5-1] notes 19 

as follows:  20 

 21 

Section 9 of OIC 1991/62 requires that YEC wholesale rates charged to YECL be 22 

sufficient to recover YEC costs that are not recovered from its other customers. 23 

Rate Schedule 42 (Wholesale) has been calculated in accordance with this 24 

requirement, based on proposed rates and forecast rate revenues for each year.  25 

The proposed wholesale rate applicable to transfers from YECL to YEC (Rate 26 

Schedule 42) has also been restructured, as described in the revised June 1993 27 

GRA, to provide a more stable balance of costs and revenues between the two 28 

companies in the event that YEC power sales to YECL vary from forecasts on an 29 

annual basis.   30 
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In 1993, a determination of the total wholesale charge under Rate Schedule 42 will 1 

be made at year end, based on forecast wholesale sales at the annualized rate of 2 

7.502 c/kWh, and the reconciliation adjustment to reflect variances from the 3 

forecast wholesale sales. A portion of the 1993 wholesale charge under Rate 4 

Schedule 42, equal to $1,590,300, will be accrued for payment to YEC on Rider K, 5 

starting January 1, 1994 (the accrued amount reflects YECL’s forecast retail 6 

revenue shortfall in 1993, after recover of Rider H amounts in November and 7 

December 1993).  8 

 9 

The 7.765 c/kWh is the transfer wholesale rate for 1994, prior to any reconciliation 10 

adjustment. Rider K will also be charged in addition to the 1994 wholesale rate 11 

until an amount of $1,590,300 has been collected. 12 

 13 

The Order 1993-1-7 attached Rate Schedules (referred to as Schedule “A”) which included 14 

the revised Rate Schedule 42 (including the Energy Reconciliation Adjustment). The Order 15 

approved Rate Schedule 42 which included the following provision for the Energy 16 

Reconciliation Adjustment.   17 

 18 

Order 1994-8 and Order 1996-8 19 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/50_boardorder1994_8.pdf 20 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%201990/64_boardorder1996_8.pdf 21 

 22 

Rate Schedule 42 (in the same form as approved in Order 1993-1-7) was approved in 23 

Order 1994-8 and Order 1996-8.  24 

 25 

Charges to YECL will be periodically adjusted to reconcile actual wholesale 26 

purchases to test year forecast purchases. To the extent that actual wholesale 27 

purchase fall short or exceed forecast wholesale purchases, an adjustment to the 28 

YECL bills will be made at a rate equal to the approved run out rate for non-29 

government residential service for the Hydro zone. Such adjustment for shortfalls 30 

in actual wholesale purchases will be limited to minus 10% of the forecast 31 

wholesale purchases in any period. 32 

 33 

Order 1999-4 – Rate Schedule 42 Settlement 34 

http://yukonutilitiesboard.yk.ca/pdf/Board_Order_1999-4.pdf  35 
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The Board approved the Energy Charge Rate under Wholesale Rate 42 as applied for 1 

and the terms of the Settlement Agreement. The Order notes as background (on page 1) 2 

as follows:  3 

 4 

Yukon Energy Corporation’s April 28, 1998 Revised Application requested that 5 

certain amendments be approved with respect to the wholesale rate applicable 6 

during 1996 and 1997.  7 

 8 

As this matter directly affects amounts paid to Yukon Energy Corporation and The 9 

Yukon Electrical Company Limited pursuant to Rate Schedule 42 (Wholesale 10 

Primary) for 1996 and 1997, and does not affect other ratepayers, Board Order 11 

1998-5 agreed that the matter should be dealt with in a separate process after the 12 

public hearing.   13 

 14 

The Board agreed that the outstanding issues be resolved between the Companies 15 

utilizing the British Columbia Utilities Commission negotiated settlement process 16 

guidelines. The Companies reached a settlement on October 7, 1999 and requested as 17 

follows (as summarized in Order 1999-4): 18 

 19 

[That] Energy Charge Rate under Wholesale Rate Schedule 42 be approved at the 20 

amount reflected in the Revised Application, being:  21 

 22 

 1996 – 6.755 cents/kWh; and 23 

 1997 – 6.840 cents/kWh. 24 

 25 

The Companies provided a copy of the Settlement Agreement, clarifying certain items in 26 

the Energy Reconciliation Adjustment mechanism in Rate Schedule 42 (The Settlement 27 

Agreement and Mutual Release Concerning Outstanding Rate Schedule 42 Issues 28 

provided as Appendix A to Order 1999-4).  29 

 30 

The Board reviewed the Settlement Agreement and determined as follows (at page 1):  31 

 32 

That no changes to the wording of Rate Schedule 42 are required but that the 33 

clarifications are consistent with the intent of Rate Schedule 42.  34 
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Order 2010-13 [page 38, page 41-42] 1 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%202000/1159_Board%20Order%22 

02010-13.pdf 3 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%202000/1158_Board%20Order%24 

02010-13%20Appendix%20A.pdf 5 

 6 

Page 38 of Order 2010-13 notes as follows regarding Rate Schedule 42:  7 

 8 

161. Rate Schedule 42 is described as the rate provided for YEC sales to YECL. 9 

YEC is unable to give a precise rate as it is dependent upon the ultimate rate 10 

design selected. 11 

 12 

162. The Board agrees with the Companies that Rate Schedule 42 should be 13 

updated. However, the Board cannot approve this proposed rate schedule as it 14 

currently is indeterminate. Therefore, based on the previous directions under rate 15 

design, the Companies are to provide one proposal for Rate Schedule 42 that both 16 

companies endorse, in the compliance filing arising from this Decision. 17 

 18 

Page 41-42 of Order 2010-13 notes as follows regarding YECL’s proposed Rider D 19 

mechanism:  20 

 21 

179. The Board took note of YECL’s submission that details of the Rider D 22 

mechanism, including the period in which the balance will be collected or refunded 23 

to customers and the calculation of the rider amount will be explained in detail in a 24 

Rider D Application. Further, if “within a 12 month period YECL accumulates 25 

balances (plus or minus) in excess of 0.5% of total revenue requirement, YECL 26 

anticipates that it will file a Rider D Application to true-up balances in order to avoid 27 

material rate swings to Yukon customers.” 28 

 29 

180. The Board, in Board Order 2009-2, approved YECL’s wholesale purchase 30 

power deferral account: 31 

 32 

The Board acknowledges that there was little debate regarding the deferral 33 

accounts described in the Application, i.e. the Diesel Contingency Fund 34 

and Rate from YEC. Therefore, the Board approves YECL’s…deferral 35 

accounts. [Footnote omitted] 36 
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181. Implicit in the Board’s approval of the purchase power deferral account is the 1 

approval of a future rider to dispense of the accumulated balances in the deferral 2 

account. 3 

 4 

182. The Board acknowledges that diesel is not forecast to be on the margin during 5 

the 2009 period and given the deferral account exists, Rider D may be applied for 6 

in the next YECL GRA when the issues of the deferral account and the mechanics 7 

of money flowing into and out of the account can be addressed. Conversely, if 8 

YECL determines that the balance in the deferral account is too large, YECL may 9 

file a separate Rider D Application at that time, providing all assumptions and 10 

calculations (including in electronic form), and over what term YECL proposes to 11 

dispense with the balance in the deferral account. 12 

 13 

183. In respect of YECL’s 2008-09 GRA, the Board notes that YECL’s proposed 14 

purchase power deferral account request refers to “non-governmental residential 15 

service for the hydro zone.”118 In this Application, YECL submitted that Rider D is 16 

applicable to all classes of service 119. Accordingly, the Board directs YECL, when 17 

it files its Rider D Application, to clarify for which rate class or classes the rider is 18 

applicable. 19 

 20 

184. The Board denies YECL’s proposed Rider D and proposed amendments to 21 

the ERA provision. The Board directs YECL to re-file its proposed amendments at 22 

the time of its Rider D filing. 23 

 24 

Order 2011-05 – 2009 Joint Phase II Rate Application Rate Schedules [Pages 1-2] 25 

http://yukonutilitiesboard.yk.ca/pdf/Board%20Orders%202000/1227_Board%20Order%226 

02011-05.pdf 27 

 28 

On February 28, 2011, the Companies filed with the Board their compliance filing in 29 

respect of their 2009 Phase II Rate Application. The Board determined that the compliance 30 

filing was consistent with the directions given to the Companies in the Reasons for 31 

Decision attached as Appendix A to Board Order 2010-13, and the Board approved the 32 

Rate Schedules attached as Appendix A to this Board Order effective June 1, 2011. 33 
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TOPIC: 1 

 2 

REFERENCE:  December 6, 2017 Application, pages 2-5 3 

 4 

“The PPA Application indicates a potential increase in grid loads 5 

over the next decade sufficient to sustain material forecast thermal 6 

generation at LTA hydro generation, e.g., prior to any enhanced 7 

renewable generation being implemented, incremental YEC LTA 8 

thermal generation at 65% to 75% of the incremental generation is 9 

needed to supply the VGC mine power requirements.” 10 

 11 

PREAMBLE:  12 

 13 

QUESTION: 14 

 15 

a) Please provide an update on the commencement of the delivery of grid electricity 16 

to VGC Group and the percentage of incremental generation will be provided by 17 

thermal generation. 18 

 19 

b) Pursuant to Board Order 2015-01 and Order 2015-06, please provide details of 20 

when YEC provided the YECSIM model and its results for testing by intervenors 21 

and the Board. 22 

 23 

ANSWER: 24 

 25 

(a) 26 

 27 

VGC Group has confirmed that it has the financing to proceed. The updated schedule is 28 

currently being confirmed. YEC has no new information (from what was provided during 29 

the PPA proceeding) on impacts of this mine on incremental thermal generation. 30 

 31 

(b) 32 

 33 

As reviewed in YEC’s December 6, 2017 ERA Application, Yukon Energy is committed to 34 

providing appropriate access to the YECSIM forecasting model for testing by interveners 35 

and the Board so that the Board’s concerns regarding the model can be alleviated. In this 36 

regard, Yukon Energy provided as Appendix 2.4 of the Two Part Application regarding the 37 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

UCG-YEC-2-11 

April 6, 2018 Page 2 of 2 

ERA the YECSIM User Manual. Access to the User Manual enables the Board and 1 

interveners to review fully the constraints, processes and operational rules of this model 2 

for testing and assessment. 3 

 4 

Yukon Energy also organized a workshop on the YECSIM model in order to provide Board 5 

staff and intervenors with the opportunity to ask any specific questions regarding the 6 

model, in order to clarify any issues or concerns related to YECSIM arising from the 7 

2017/18 GRA, the Two Part ERA filing, and in particular the YECSIM User Manual 8 

included in that filing. Yukon Energy staff reviewed at the workshop the use of model in 9 

the GRA process to determine LTA thermal generation requirements; model inputs and 10 

model outputs; and methodology for determining LTA forecast.   11 

 12 

It is noted that the YECSIM model is a computer program that consists of thousands of 13 

lines of computer code that are, for all the practical purposes, a translation of the 14 

constraints, processes and rules into a language that computers can understand. Yukon 15 

Energy has provided model information regarding model inputs and outputs as requested 16 

by the Board or other parties in order to understand model results for the test years.   17 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

UCG-YEC-2-12 

April 6, 2018 Page 1 of 2 

TOPIC: 1 

 2 

REFERENCE:  December 6, 2017 Application, page 2-7 3 

 4 

“The final step, following contingency fund implementation, is the 5 

determination of the final Yukon Energy thermal generation fuel 6 

costs for each fiscal year (i.e., the YEC cost after removing water 7 

variability impacts) and the determination of the ERA related to any 8 

flow through to AEY of YEC’s wholesale net cost changes related to 9 

wholesale changes from the GRA forecast.” 10 

 11 

PREAMBLE:  12 

 13 

QUESTION: 14 

 15 

a) Please explain how and to whom YEC provides information related to actual 16 

thermal generation fuel costs each year and the ERA calculation. 17 

 18 

b) Please explain why YEC and AEY (and its predecessor YECL) could not agree on 19 

an ERA mechanism and how it would be calculated. 20 

 21 

ANSWER: 22 

 23 

(a) 24 

 25 

YEC’s GRA filings, and annual filings (including Rider F, DCF and ERA filings in the past), 26 

provide information related to actual thermal fuel costs each year and the DCF and ERA 27 

calculations. 28 

 29 

Matters related to the DCF and the ERA have been the subject of Board review since the 30 

2014 DCF/ERA proceeding.   31 

 32 

 With regard to the DCF, the approved DCF Term Sheet specifically requires YEC 33 

to file the following with the YUB: 34 

o An annual report detailing additions and deletions to the fund and a forecast 35 

of water conditions for the next year, as well as a proposed rate rider to 36 

refund/ collect any amount that exceeds the approved cap. The Term Sheet 37 
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notes that the Board will direct YEC on additions/ deletions to the fund and 1 

on the proposed rate rider.  2 

o Quarterly reports regarding the DCF calculation and DCF balance updates 3 

based on interim determinations prior to a fiscal year end.  4 

 5 

 Subsequent to the approval of the DCF in Order 2015-01 and Order 2015-03, 6 

annual DCF filings were provided to the Board for 2015 and 2016. These are 7 

publicly available on the Board’s website at the following link: 8 

http://yukonutilitiesboard.yk.ca/reports/. The 2016 Annual DCF filing was also 9 

included as Attachment 3.5 of the 2017/18 GRA.  10 

 11 

 The ERA mechanism is subject to Board approval.  ERA charges for 2012 through 12 

2016 are currently before the Board as part of the ERA Part 1 Application process.  13 

Pursuant to Board Order 2018-02, matters related to LTA, DCF and the ERA for 14 

the period 2017 forward are to be reviewed as part of the ongoing 2017/18 GRA.  15 

 16 

(b) 17 

 18 

The DCF and the ERA were both the subject of significant review as part of the 2012/13 19 

GRA and the 2014 DCF/ERA proceeding, and the basis for disagreement was addressed 20 

in detail in the 2014 DCF/ERA proceeding. The response to YUB-YEC-1-11 as provided 21 

in the 2014 DCF/ERA Proceeding outlined the discussion process between YEC and 22 

YECL leading up to the 2014 DCF/ERA Proceeding and why agreement on any single 23 

issue was not possible. Attachment 1 to this response provides the referenced IR 24 

response. 25 
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TOPIC: Joint Agreement 1 

 2 

REFERENCE: YEC/YECL DCF-ERA Filings of January 31, 2014 3 

 4 

PREAMBLE: 5 

 6 

QUESTION: 7 

 8 

a) With respect to the DCF and ERA materials, please confirm that the Companies 9 

(YEC and YECL) were not able to agree on any single item. If not confirmed, 10 

please explain. 11 

 12 

b) Please provide YEC’s opinion on what purpose the DCF and ERA mechanisms 13 

should serve. Please also indicate whether that purpose has been adequately 14 

served in the past. 15 

 16 

ANSWER: 17 

 18 

(a) 19 

 20 

The discussion process between YEC and YECL to date has not taken place in a 21 

context where agreement on any single issue has been possible.  22 

 23 

The discussions and document exchange between the two companies are outlined in 24 

Appendix A of the cover letter to YEC’s January 31, 2014 Filing. The materials 25 

referenced in Appendix A of the cover letter that were prepared and distributed by YEC 26 

as part of this discussion process are provided in response to YUB-YEC-1-10.  27 

 28 

 Yukon Energy’s position throughout the discussions has been that the DCF and 29 

the ERA should continue (with adjustment to reflect changing conditions on the 30 

existing grid system and directions in Board Order 2013-01) as they are both 31 

necessary, reflect past precedents and practices and are in the interest of 32 

ratepayers.  33 

 34 

 Yukon Energy summarized its initial understanding of YECL’s issues and 35 

concerns in Appendix A to the May 17, 2013 response to intervenor comments 36 
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on the Compliance Filing. At that time, based on discussions that had occurred, 1 

Yukon Energy understood that YECL’s concerns related primarily to the ERA. 2 

YEC was not aware of any material concerns with the DCF, until YECL provided 3 

its proposal in October 2013.  4 

 5 

In summary, these discussions focused primarily on the ERA. Despite attempts to 6 

document YEC's position and relevant historical background relating to this position, plus 7 

effort to understand YECL's concerns and some actual changes and refinements made 8 

to YEC's proposal for the ERA as a result of these discussions, it is fair to observe that 9 

the overall discussion ultimately did not move beyond the two very different positions set 10 

out in the record from argument in the YEC 2012-13 GRA, i.e., YECL wanted YEC to 11 

discontinue the ERA and institute a YEC deferral account, and YEC did not see any 12 

basis whereby it could support this proposal. In the end, YEC's January 31, 2014 filing 13 

attempted (as directed by the Board) to document with Options A and B the two 14 

positions on this matter and the basis for YEC proposing Option A.  15 

 16 

With regards to the DCF, when YEC became aware in October 2013 of YECL's proposal 17 

to abandon the DCF, YEC could not see any basis for further discussion on this matter. 18 

YEC's ability to reference YECL's proposal in its subsequent January 31, 2014 filing was 19 

also very restricted, given that it had been provided only as confidential and without 20 

prejudice basis. YEC's concerns regarding this proposal have subsequently been set out 21 

in the June 30, 2014 supplementary filing. 22 

 23 

(b) 24 

 25 

With regard to the purpose of the DCF as established in 1996, please see Attachment 26 

1.1 of Appendix 1.1 of YEC’s January 31, 2014 Filing which notes at page A1.1-1 with 27 

regard to the purpose and function of the DCF.1  28 

 29 

“The DCF operates to smooth customer rate changes and changes in forecast 30 

diesel costs due to variability in existing grid hydro and wind generation. The fund 31 

is only to be used for these purposes and is not to be accessed for other reasons 32 

without prior YUB approval, including government subsidy of rates. Historically, 33 

the DCF has operated to offset diesel generation cost changes only for the WAF 34 

                                                 
1 The referenced comments reflect the original purpose per the 1996 Settlement Agreement (see Attachment 2 to YUB-
YEC-1-2(a). Updates provided to the original DCF scope are noted as well at page A1.1-1 of the January 31, 2014 filing.  

Yukon Energy Corporation 
2017-2018 General Rate Application 

UCG-YEC-2-12(b) Attachment 1

April 6, 2018 Page A-2



Application to Revise the  
Diesel Contingency Fund (“DCF”) 
& Related Amendments Yukon Energy Corporation 
to the Energy Reconciliation Adjustment (“ERA”) YUB-YEC-1-11 

August 19, 2014   Page 3 of 3 

system caused solely by variances from long-term average levels of WAF system 1 

hydro and wind generation.” 2 

 3 

The DCF is required to account for variance in actual diesel generation due to variance 4 

from long-term average levels of hydro and wind generation. In the past, the DCF (and 5 

LWRF before it) adequately served this primary purpose; however, as documented in 6 

response to UCG-YEC-1-6 (b and c), the DCF was also on occasion used for other 7 

purposes. 8 

 9 

The purpose of the ERA is summarized in Appendix 2 of YEC’s January 31, 2014 Filing 10 

(see page 2-2). Specifically, the ERA was established to ensure:  11 

 12 

1. That YECL receives a full pass through of YEC’s incremental costs or savings of 13 

diesel generation that result from changes in the volume of YECL wholesale 14 

purchases compared to the forecast approved by the YUB to establish the then 15 

current single energy-only wholesale rate; and  16 

 17 

2. That YEC is able to recover its costs from YECL (as required by OIC 1995/90, 18 

Section 7(b)) when diesel generation is on the margin in the Hydro zone.  19 

 20 

As established in 1993, the ERA in effect ensured that YECL’s retail Hydro zone loads 21 

would be served by YECL under the same risk profile as all other YECL loads in Yukon. 22 

When YECL’s loads vary and this variation in load drives changes in the quantities of 23 

diesel generation required, YECL would carry the cost (or capture the saving) that 24 

results from these diesel generation changes. 25 
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TOPIC: 1 

 2 

REFERENCE:  December 6, 2017 Application, page 2-8 3 

 4 

“Regardless of which option is adopted, however, the following are 5 

required due to the inter-relationships between GRA forecasts, 6 

thermal generation cost or contingency fund account mechanisms, 7 

and wholesale rate mechanisms: 8 

 9 

 A thermal cost or contingency fund account mechanism similar 10 

to the DCF is required to address actual variances of thermal 11 

generation costs in any year from the latest GRA forecast due 12 

to water variances from GRA forecasts, whether those 13 

forecasts are based on ST or LT hydro; and 14 

 15 

 A wholesale rate mechanism similar to the ERA is required to 16 

ensure, in accordance with OIC 1995/90 and the direction of the 17 

Court of Appeal, that AEY receives a full pass-through of all 18 

incremental YEC costs or savings of thermal generation 19 

attributable to higher or lower than forecast wholesale demand.” 20 

 21 

PREAMBLE:  22 

 23 

QUESTION: 24 

 25 

a) Please confirm that the requirements outlined in YEC’s evidence are simply the 26 

opinion of YEC and have not been determined as requirements by the YUB. 27 

 28 

b) Please confirm that the direction from the Court of Appeal was not to ensure that 29 

AEY receives a full pass-through of all incremental costs or savings but that a 30 

wholesale rate be set that enables YEC to recover all of its diesel generation costs 31 

including any net DCF payment made by YEC attributable to AEY’s above-forecast 32 

wholesale purchases of electricity.  33 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

UCG-YEC-2-13 

April 6, 2018 Page 2 of 3 

ANSWER: 1 

 2 

(a) 3 

 4 

Not confirmed – the matters addressed in the referenced quotation are not simply YEC 5 

opinions. 6 

 7 

 Regulatory precedent in Yukon (reflecting YUB determinations), as well as 8 

elsewhere, provides ample support for the basic principle that costs related to 9 

water variation are ratepayer risks; and that in order to mitigate impacts on 10 

ratepayers a contingency fund mechanism is necessary. Please see response to 11 

YUB-YEC-2-2(c) for detailed review of relevant GRA filings and Board Orders 12 

regarding the principle that risk of low water conditions variance relative to GRA 13 

forecasts, as regards added cost of thermal generation, is borne by customers of 14 

the utility with related determinations on contingency fund account mechanisms 15 

with both ST and LTA hydro forecasts. See response to YUB-YEC-2-9(e) and 16 

YUB-YEC-2-31(c) and (d) regarding contingency fund approaches used with 17 

regard to water-related hydro generation variances in other Canadian jurisdictions. 18 

 19 

 As reviewed in paragraph 17 of the Yukon Court of Appeal judgement, Section 7 20 

of OIC 1995/90 directs the Board to fix rates of Yukon Energy for the wholesale 21 

customer that are “…sufficient to enable Yukon Energy Corporation to recover its 22 

costs that are not recovered from its other customers.” Paragraph 71 of the Court 23 

of Appeal Decision directs the Board “…to set a wholesale rate that enables Yukon 24 

Energy to recover all of its diesel generation costs, which include any net DCF 25 

payment made by Yukon Energy attributable to Yukon Electrical’s above-forecast 26 

wholesale purchases of electricity.” In summary, a mechanism such as the ERA is 27 

required to enable YEC to recover all thermal generation  related costs (including 28 

related YEC payments required to be made into the DCF) attributable to the 29 

electricity sold to its wholesale customer, including any such costs attributable to 30 

AEY’s above-forecast wholesale purchases of electricity. 31 

 32 

(b) 33 

 34 

It is unclear what distinction the question is seeking to raise, beyond the fact that the Court 35 

of Appeal Decision did not address any requirement for the wholesale rate to pass-through 36 
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all incremental savings of thermal generation attributable to lower than forecast wholesale 1 

demand. 2 

 3 

The response to (a) above quotes the Court of Appeal’s direction in paragraph 71 of its 4 

judgement. The Court of Appeal’s direction addresses the overall requirement to set a 5 

wholesale rate that enables Yukon Energy to recover all of its diesel generation costs, 6 

which include any net DCF payment made by Yukon Energy attributable to Yukon 7 

Electrical’s above-forecast wholesale purchases of electricity. Clearly, this direction 8 

requires that the wholesale rate provide for a full pass-through of all incremental YEC costs 9 

of thermal generation attributable to higher than forecast wholesale demand. Based on 10 

regulatory precedent in Yukon regarding the ERA, Yukon Energy also understands this 11 

direction requires that the wholesale rate provide for a full pass-through of all incremental 12 

YEC savings of thermal generation attributable to lower than forecast wholesale demand. 13 

 14 

The Court of Appeal Decision also notes as follows at paragraphs 62 and 70:  15 

 16 

[62] In sum, s. 7 of the OIC directs the Board to fix wholesale rates sufficient to 17 

enable Yukon Energy to get back everything it reasonably paid for generating the 18 

electricity it sells to Yukon Electrical and would not otherwise recover from other 19 

customers. In my view, this is the single available reasonable interpretation of s. 7 20 

of the OIC. Accordingly, the Board was obliged to adopt and apply it in fixing the 21 

rate for Yukon Energy’s wholesale electricity sales to Yukon Electrical: McLean v. 22 

British Columbia (Securities Commission), 2013 SCC 67 at para. 38. 23 

 24 

…. 25 

 26 

[70] In my view, given the foregoing, the Order contravenes s. 7 of the OIC and the 27 

decision was unreasonable. It does not fix a rate for Yukon Electrical’s wholesale 28 

purchases that enables Yukon Energy to get back everything it reasonably paid 29 

for the electricity. More specifically, the Order fixes a rate that does not enable 30 

Yukon Energy to recover from Yukon Electrical its reasonable net DCF payment 31 

attributable to above-forecast wholesale purchases, which payment is part of its 32 

diesel generation costs. 33 
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TOPIC: 1 

 2 

REFERENCE:  December 6, 2017 Application, page 2-9 3 

 4 

“The Board to date has consistently accepted and approved the 5 

inter-relationships between hydro generation forecasts as used for 6 

GRA purposes and the thermal cost or contingency fund account 7 

mechanism needed to address actual variances of thermal 8 

generation costs in any year from the latest GRA forecast due to 9 

water variances from GRA forecasts.” 10 

 11 

PREAMBLE:  12 

 13 

QUESTION: 14 

 15 

a) Please provide details of all Board Orders in which the YUB specifically approved 16 

the inter-relationships between hydro generation forecasts as used for GRA 17 

purposes and the thermal cost or contingency fund account mechanism needed 18 

to address actual variances of thermal generation costs in any year from the latest 19 

GRA forecast due to water variances from GRA forecasts. 20 

 21 

ANSWER: 22 

 23 

(a) 24 

 25 

Please see response to YUB-YEC-2-2(c).  26 
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TOPIC: 1 

 2 

REFERENCE:  Reference:  December 6, 2017 Application, page 2-9 3 

 4 

“A fundamental principle of utility rate regulation in Yukon is that 5 

ratepayers are to bear the risks related to water variability.” 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide specific references to Board Orders or legislation that confirms 12 

YEC’s claim that ratepayers bearing the risk related to water availability is a 13 

fundamental principle of utility rate regulation in the Yukon. 14 

 15 

ANSWER: 16 

 17 

(a) 18 

 19 

Please see response to YUB-YEC-2-2(c) for detailed review of relevant GRA filings and 20 

Board Orders regarding the principle that risk of low water conditions variance relative to 21 

GRA forecasts, as regards added cost of thermal generation, is borne by customers of the 22 

utility. See response to YUB-YEC-2-9(e) and YUB-YEC-2-31(c) and (d) regarding 23 

contingency fund approaches used with regard to water-related hydro generation 24 

variances in other Canadian jurisdictions. 25 
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TOPIC: 1 

 2 

REFERENCE:  December 6, 2017 Application, page 2-10 3 

 4 

“Board jurisdiction with regard to Yukon electricity utilities is tied, in 5 

the absence of specific directions from the Minister or by OIC, to 6 

the determination of rates and related revenue requirements.  7 

Accordingly, Board review of how YEC proposes to address the 8 

DCF, ERA, wholesale rates and LTA hydro generation forecasts for 9 

GRA purposes for the period 2017 forward is tied to Board 10 

determinations on rates and related revenue requirements.” 11 

 12 

PREAMBLE:  13 

 14 

QUESTION: 15 

 16 

a) Please confirm that the YUB also has the jurisdiction to: (1) set just and reasonable 17 

standards, classifications, regulations, practices, measurements, or services to be 18 

observed, provided, or followed by a public utility; (2) determine the areas to which 19 

a public utility shall provide service, and requiring the public utility to establish, 20 

construct, maintain, and operate any reasonable expansion of its existing services; 21 

(3) determine the conditions that may be imposed by a public utility to establish, 22 

construct, maintain, or operate an expansion of its existing services; (4) order and 23 

declare the terms of the joint use of utility facilities; and (5) inquire into, hear, and 24 

determine any matter or thing respecting the production, transmission, delivery, or 25 

furnishing of electricity or gas to the public. 26 

 27 

ANSWER: 28 

 29 

(a) 30 

 31 

Part 2 of the ERA Application and the current 2017-18 GRA address matters related to 32 

the Board’s determination of rates and related revenue requirements. These applications 33 

do not raise questions regarding other aspects of the Board’s jurisdiction under the Public 34 

Utilities Act. In any event, the Board’s jurisdiction is as set out in the Act. 35 
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TOPIC: 1 

 2 

REFERENCE:  December 6, 2017 Application, page 2-11 3 

 4 

“Yukon Energy is also not aware of any applicable alternative to 5 

the requirement for an ERA wholesale rate mechanism that flows 6 

through to AEY the YEC wholesale net cost changes related to 7 

wholesale changes from the GRA forecast.” 8 

 9 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 10 

page 5 11 

 12 

“As per Order 2017-08, DCF references are removed for the test 13 

years; however, as reviewed in Appendix 2.2 of the December 6, 14 

2017 ERA Application, some form of contingency fund account 15 

would continue to be required if the Alternative GRA Forecast was 16 

to be used to set rates.” 17 

 18 

PREAMBLE:  19 

 20 

QUESTION: 21 

 22 

a) Please confirm whether YEC is aware of the use of deferral accounts that 23 

accumulate variances between forecast and actual costs. 24 

 25 

b) Is YEC aware of any jurisdiction where a deferral account is used to track the 26 

difference between forecast and actual costs of generation? 27 

 28 

c) Is YEC aware of the Global Adjustment mechanism used on Ontario? 29 

 30 

d) Please explain how Yukon ratepayers would benefit from “some form of 31 

contingency fund account” that YEC has determined is required.  32 
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ANSWER: 1 

 2 

(a) and (b) 3 

 4 

Yukon Energy is aware of the use of deferral accounts that deal with variances between 5 

forecast and actual costs; Yukon Energy is also aware of jurisdictions were deferral 6 

accounts are used to track variances between forecast and actual costs of generation. 7 

YEC has reviewed, in past proceedings on the DCF and ERA, the range of such 8 

mechanisms in other hydro-electricity jurisdictions in Canada that address cost impact 9 

issues related to water variance versus load variance impacts from GRA forecasts. None 10 

of these alternatives have been considered to be reasonably applicable to the 11 

requirements as they have evolved in this Yukon jurisdiction. Please also see response to 12 

YUB-YEC-2-9 and YUB-YEC-2-31. 13 

 14 

(c) 15 

 16 

Yukon Energy is not specifically aware of the Global Adjustment mechanism used in 17 

Ontario. An initial review of publicly available information indicates limited relevance of 18 

this mechanism for the current proceeding.  19 

 20 

Cursory review of available information indicates that the Global Adjustment (GA) was 21 

established by the Ontario government in 2005 to cover the cost of providing adequate 22 

generating capacity and conservation programs for Ontario. The net impact of the GA 23 

appears to be an added charge on customer bills so that electricity generating 24 

companies receive a guaranteed price for the electricity that they produce.  25 

 26 

The Ontario Energy Board notes as follows regarding the specific GA charge that 27 

appears on customer bills in that jurisdiction1:  28 

 29 

Most electricity generating companies get a guaranteed price for the electricity 30 

that they produce. The Global Adjustment is the difference between that 31 

guaranteed price and the money the generators earn in the wholesale 32 

marketplace. The Global Adjustment also covers the costs of some conservation 33 

programs.  34 

                                                 
1 See https://www.oeb.ca/rates-and-your-bill/electricity-rates/understanding-your-electricity-bill. 
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All electricity consumers have to pay a share of the Global Adjustment. The time-1 

of-use and tiered electricity rates charged by your electricity utility already include 2 

an estimate of the Global Adjustment. If you sign up for a contract with an energy 3 

retailer, you have to pay your share of the Global Adjustment on top of the 4 

contract price. The Global Adjustment will also appear as a separate line on your 5 

bill (see above sample bills). 6 

 7 

(d) 8 

 9 

Please see response provided to YUB-YEC-2-2(c) and YUB-YEC-2-3(c) regarding the 10 

history and basis for the LWRF and the DCF. The DCF was approved after a Negotiated 11 

Settlement agreement that included customer representatives. 12 

 13 

In summary, contingency funds such as the LWRF and the DCF have been developed 14 

and approved as an effective way to smooth customer rate changes from thermal 15 

generation cost impacts caused by fluctuation in hydro generation due to water 16 

conditions (as well as due to changes in wind conditions). The focus of these 17 

contingency fund mechanisms is on providing enhanced rate stabilization for all Yukon 18 

ratepayers, i.e., in Yukon all ratepayers are affected by changes in thermal generation 19 

costs in the hydro rate zone. 20 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, pages 3 

2-6 and 2-17 4 

 5 

 “Firm wholesales for 2017 are forecast in Table 2.1 at 309.0 GW.h, 6 

which is 8.7 GW.h higher than the original AEY GRA forecast for 2017 7 

and 4.7 GW.h lower than the AEY Compliance Filing forecast in 8 

response to Board Order 2017-01. This forecast reflects forecast AEY 9 

grid firm load at 317.6 GW.h less forecast AEY long-term average 10 

generation at 8.6 GW.h.” 11 

 12 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, page 2-13 

13 14 

 15 

“It is assumed in the Alternative GRA Forecast that 60% of ST thermal 16 

generation requirements as forecast for the test years will be met by 17 

natural gas generation supplied by liquefied natural gas (LNG), with the 18 

balance (40%) supplied by diesel generation. This assumption reflects 19 

the tendency for diesel generation to dominate smaller and shorter 20 

duration thermal generation, and the lack of any useful additional 21 

assessments as to forecast allocation for each test year. There is 22 

considerable risk, absent any change in the forecast total Firm Load 23 

Generation, that the LNG/diesel allocation in each test year could be 24 

very different than assumed in this Alternative GRA Forecast.” 25 

 26 

PREAMBLE:  27 

 28 

QUESTION: 29 

 30 

a) Please provide updated Tables 2.1 and 2.2 showing 2017 actuals and an updated 31 

2018 forecast. 32 

 33 

b) Please provide and explain the analysis which resulted in the split of thermal 34 

generation changing from 90/10 LNG/diesel to 60/40 LNG/diesel and the impact 35 

this had on costs.  36 
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ANSWER: 1 

 2 

(a) 3 

 4 

In response to YUB-YEC-1-3, an updated 2017 firm wholesales forecast was provided 5 

(along with related updates to 2018 and other GRA elements) consistent with the 314.2 6 

GW.h accepted by the Board in Order 2017-03. 7 

 8 

Attachment 1 provides a revised Table 2.1 with 2017 preliminary actual. 9 

 10 

Please see response to CW-YEC-2-1(a and b) for discussion of preliminary actual versus 11 

forecast sales for 2017 and the updates available on 2017 preliminary actual for 12 

generation (Table 2.2 as such has not been updated). YEC does not have an updated 13 

GRA forecast for 2018. 14 

 15 

Please also see response to UCG-YEC-2-42. 16 

 17 

(b) 18 

 19 

The basis for the 90/10 LNG/ Diesel generation mix for the LTA forecast is outlined in 20 

YUB-YEC-2-6 (c) and YUB-YEC-2-19(b); as well as in Appendix 3.4 of the 2017/18 GRA 21 

as well as in the response to YUB-YEC-1-25; YUB-YEC-1-43; YUB-YEC-1-36; YUB-YEC-22 

1-39 and JM-YEC-1-13. 23 

 24 

YUB-YEC-2-21 notes that the 60:40 ST alternative LNG/ Diesel generation mix was 25 

provided as a reasonable ST forecast, notwithstanding the uncertainties noted, and the 26 

cost impacts of this were provided in the ERA Application Part 2 (Appendix 2.2). However, 27 

there is no basis to consider this mix to be reasonable for the purpose of the LTA GRA 28 

forecast.  The time scope relevant for the ST versus LTA forecasts is totally different as 29 

regards expected hydro and thermal generation, and therefore the ST forecast LNG/diesel 30 

mix has no relevance to the LTA forecast LNG/diesel mix. 31 

 32 

See also YUB-YEC-2-22 and JM-YEC-2-4.  33 
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Attachment 1 - Revised Table 2.1 1 

 2 

 3 

Table 2.1  - Revised to reflect Updated Forecast and Preliminary Actuals for 2017
Summary of Customers, Energy Sales and Revenues

Updated 
Forecast

Preliminary 
Actual Forecast

Line 
No.

Description
2013 

Approved
2013 Actual 2014 Actual 2015 Actual 2016 Actual 2017 2017 2018

1 Residential
2 Customers 1,536 1,559 1,561 1,588 1,609 1,624 1,653 1,635
3 Sales in MWh 12,408 13,385 13,327 13,121 13,390 13,622 14,965 13,719
4 MWh sales per customer 8.1 8.6 8.5 8.3 8.3 8.4 9.1 8.4
5 Revenue ($000s) 1,815 1,943 1,938 1,913 1,956 2,002 2,203 2,016
6 Cents per KWh 14.6 14.5 14.5 14.6 14.6 14.7 14.7 14.7
7 General Service
8 Customers 467 470 475 480 488 490 499 490
9 Sales in MWh 22,620 22,283 23,616 24,551 24,994 25,318 26,132 25,436

10 MWh sales per customer 48.4 47.4 49.8 51.1 51.2 51.7 52.4 51.9
11 Revenue ($000s) 3,735 3,621 3,894 4,048 4,180 4,036 4,350 4,054
12 Cents per KWh 16.5 16.3 16.5 16.5 16.7 15.9 16.6 15.9
13 Industrial
14 Sales in MWh 40,592 40,513 36,302 37,186 41,169 38,219 43,419 38,219
15 Revenue ($000s) 4,787 4,595 3,958 4,159 4,478 4,198 4,829 4,198
16 Cents per KWh 11.8 11.3 10.9 11.2 10.9 11.0 11.1 11.0
17 Street lights
18 Sales in MWh 279 281 290 290 256 225 228 214
19 Revenue ($000s) 88 89 92 92 88 58 88 56
20 Cents per KWh 31.5 31.6 31.6 31.6 34.5 26.0 38.6 26.0
21 Space lights
22 Sales in MWh 15 14 14 14 14 12 12 12
23 Revenue ($000s) 4 4 4 4 4 3 3 3
24 Cents per KWh 26.7 26.5 26.6 25.9 26.0 22.5 28.7 22.5
25 Total Company - Firm Retail & Ind.
26 Customers 2,003 2,029 2,036 2,068 2,098 2,114 2,152 2,126
27 Sales in MWh 75,914 76,476 73,549 75,162 79,823 77,395 84,756 77,599
28 Revenue ($000s) 10,429 10,252 9,886 10,214 10,705 10,297 11,474 10,327
29 Cents per KWh 13.7 13.4 13.4 13.6 13.4 13.3 13.5 13.3
30 Wholesale sales
31 Sales in MWh 307,147 307,927 295,284 297,961 301,207 314,234 328,426 314,753
32 Revenue ($000s) 25,487 25,546 24,503 24,725 24,994 26,075 27,253 26,118
33 Cents per KWh 8.3 8.3 8.3 8.3 8.3 8.3 8.3 8.3
34 Total Company - Firm
35 Sales in MWh 383,061 384,403 368,833 373,122 381,030 391,629 413,182 392,352
36 Revenue ($000s) 35,916 35,798 34,388 34,939 35,700 36,372 38,727 36,445
37 Cents per KWh 9.4 9.3 9.3 9.4 9.4 9.3 9.4 9.3
38 Secondary
39 Sales in MWh 0 3,959 5,415 7,030 4,835 11,464 8,385 11,464
40 Revenue ($000s) 0 275 410 544 371 642 461 642
41 Cents per KWh 0.0 6.9 7.6 7.7 7.7 5.6 5.5 5.6
42 Total Company 
43 Sales in MWh 383,061 388,363 374,248 380,152 385,865 403,093 421,567 403,816
44 Revenue ($000s) 35,916 36,073 34,798 35,483 36,071 37,014 39,188 37,087
45 Cents per KWh 9.4 9.3 9.3 9.3 9.3 9.2 9.3 9.2

46 Rider J ($000s) 6,163 6,288 6,167 6,172 6,342 6,447 7,883 6,456

47 Total Sales Revenues1 42,079 42,360 40,966 41,655 42,413 43,461 47,071 43,543

48
Total Sales Revenues excluding 
secondary sales 42,079 42,086 40,556 41,111 42,042 42,819 46,610 42,901

Notes:
1. Excludes revenues from other revenues.
2. 2017 Preliminary Actuals are unaudited actuals based on preliminary results and subject to change. 
3. 2017 Updated Forecast to reflect AEY Compliance Firm Wholesales for 2017, per YUB-YEC-1-3.
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

 page 2-15 4 

 5 

“The forecast dependable capacity shortfall based on the single 6 

contingency (N-1) criterion is forecast at 7.6 MW for 2017 and 8.7 MW 7 

for 2018.” 8 

 9 

PREAMBLE:  10 

 11 

QUESTION: 12 

 13 

a) Please provide the actual dependable capacity shortfall for 2017 and an updated 14 

forecast for 2018. 15 

 16 

ANSWER: 17 

 18 

(a) 19 

 20 

For the single contingency (N-1) criterion, the GRA forecast the dependable capacity 21 

shortfall for 2017 at 7.6 MW based on the following: 22 

 23 

 Forecast non-industrial peak for the integrated grid of 84.3 MW (91.8 MW total 24 

forecast peak less 6.5 MW for Minto mine and 1 MW for Haines Junction [that is 25 

not supplied by grid under N-1 condition]); less 26 

 27 

 Dependable grid capacity at 76.7 MW assuming the N-1 event (115.0 MW less 28 

37.0 for N-1 affecting Aishihik and 1.3 MW for Haines Junction [that is not available 29 

to the grid under N-1 condition]). 30 

 31 

YEC’s reported peak grid load in December 2017 was 92.7 MW, about 0.9 MW higher 32 

than the GRA forecast. For this update, it is assumed that this reflected the net increase 33 

for non-industrial load peak excluding Haines Junction.  34 

 35 

Since the GRA, YEC by early December 2017, had secured 8 MW of short-term diesel 36 

generation dependable capacity (see response to CW-YEC-2-8). As a result, YEC’s net 37 
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actual dependable capacity shortfall as of December 2017 was reduced from the forecast 1 

7.6 MW to the actual 0.5 MW [7.6+0.9-8].  2 

 3 

YEC does not currently have an updated forecast of peak load for 2018. However, YEC 4 

now forecasts that there will not be a dependable capacity shortfall in December 2018 5 

based on the single contingency (N-1) criterion. This change from the GRA forecast 6 

shortfall of 8.7 MW is the result of forecast increase in dependable capacity for December 7 

2018 of approximately 12 MW (includes 4 MW for LNG Third Engine that is now forecast 8 

to be in-service by December 2018, and 8 MW of mobile diesel units).  9 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-2 4 

 5 

Table 3.1: Yukon Energy Revenue Requirement 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.1 showing 2017 actuals and any updated 2018 12 

forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

UCG-YEC-2-21 

April 6, 2018 Page 1 of 1 

TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-4 4 

 5 

Table 3.2: Fuel and Purchased Power 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.2 showing 2017 actuals and any updated 2018 12 

forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Please see response to CW-YEC-2-1(a) for an update for preliminary actual 2017 results 19 

for fuel and purchase power costs. There are no updates to the 2018 forecast in Tab 2, 20 

Tab 3, Tab 5 and Tab 7 as included in Yukon Energy’s June 2017 General Rate 21 

Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-6 4 

 5 

Table 3.3: Non-Fuel Operating and Maintenance Expenses 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.3 showing 2017 actuals and any updated 2018 12 

forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-7 4 

 5 

 Table 3.4: Employee Complement History 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.4 showing 2017 actuals and any updated 2018 12 

forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-9 4 

 5 

 Table 3.5: Production Costs 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.5 showing 2017 actuals and any updated 2018 12 

forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-10 4 

 5 

 Table 3.6: Transmission Costs 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.6 showing 2017 actuals and any updated 2018 12 

forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

UCG-YEC-2-26 

April 6, 2018 Page 1 of 1 

TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-11 4 

 5 

 Table 3.6.1: Brushing Costs 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.6.1 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-12 4 

 5 

 Table 3.7: Distribution Costs 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.7 showing 2017 actuals and any updated 2018 12 

forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-12 4 

 5 

 Table 3.8: General Operating and Maintenance 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.8 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-14 4 

 5 

 Table 3.9: Administration 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.9 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-15 4 

 5 

 Table 3.10: Insurance and Reserve for Injuries and Damages 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.10 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-16 4 

 5 

 Table 3.11.1: RFID Continuity Schedule 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.11.1 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-17 4 

 5 

 Table 3.12: Property Taxes 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.12 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-18 4 

 5 

 Table 3.13: Mid-Year Net Rate Base 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.13 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-19 4 

 5 

 Table 3.14: Depreciation and Amortization 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.14 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-21 4 

 5 

 Table 3.14.1: Hearing Cost Reserve Account Continuity Schedule 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.14.1 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-21 4 

 5 

 Table 3.14.2: Deferred Vegetation Management Continuity Schedule 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.14.2 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 3-22 4 

 5 

 Table 3.15: Reserve for Site Restoration Continuity Schedule 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please provide an updated Table 3.15 showing 2017 actuals and any updated 12 

2018 forecast. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Final actual results for 2017 are not available and as such requested updates to GRA 19 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 20 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 21 

in Yukon Energy’s June 2017 General Rate Application filing. 22 

 23 

Please also see response to UCG-YEC-2-42. 24 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission 3 

 4 

 Appendix 3.3 – Key Performance Indicators 5 

 6 

PREAMBLE:  7 

 8 

QUESTION: 9 

 10 

a) Please provide updates to all tables and charts in this report that show 2017 actuals 11 

and any updated 2018 forecast. 12 

 13 

ANSWER: 14 

 15 

(a) 16 

 17 

YEC has not yet prepared updates for actuals for KPIs in this appendix. It is noted that 18 

2017 actual KPIs will not be available until after the 2017 financial statements are 19 

approved; and YEC does not forecast KPIs. 20 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission 3 

 Appendix 3.5 – Diesel Contingency Fund (“DCF”) 2016 Annual 4 

Report 5 

 6 

PREAMBLE:  7 

 8 

QUESTION: 9 

 10 

a) Please provide the 2017 DCF Annual Report. 11 

 12 

ANSWER: 13 

 14 

(a) 15 

 16 

YEC expects to file the 2017 DCF Annual Report next week. The following provides the 17 

core information related to the 2017 DCF Annual Report on DCF activities. 18 

 19 

Matters related to the DCF, the ERA and LTA for the period 2017 forward are currently 20 

being considered as part of the 2017/18 GRA proceeding pursuant to Board direction 21 

provided in Order 2017-08 and 2018-02. As such, it is expected that the 2017 DCF Annual 22 

Report material will remain interim until the Board’s final Order is issued regarding the 23 

2017/18 GRA proceeding.   24 

 25 

Tables referenced below are provided at the end of this response.  26 

 27 

DCF Calculations and Balance as of December 31, 2017 28 

 29 

Table 1 provides DCF calculations and balance as of December 31, 2017, and Table 2 30 

provides a DCF Continuity Schedule for the years 2012 to 2017. Table 3 provides Rider 31 

E calculation. Monthly calculations for 2017 are provided in Table 4.  32 

 33 

In summary, these tables indicate as follows regarding the annual DCF calculations and 34 

balance for 2017:  35 
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 Based on actual annual load for 2017 and the proposed DCF Term Sheet in the 1 

GRA, the "expected" (i.e., based on long term average water conditions) thermal 2 

requirement for 2017 is 26.806 GW.h (Table 1, L15); 3 

 4 

o LNG is assumed (per the GRA) to displace 90% of the 2017 expected long-5 

term average thermal requirements, subject to not exceeding total 6 

expected thermal less actual net diesel generation (excluding RFID, capital 7 

and maintenance). 8 

 9 

 Actual annual thermal generation requirement for 2017 (net of LNG and diesel 10 

charged to capital, RFID and maintenance) was 13.261 GW.h, including 3.623 11 

GW.h diesel and 9.638 GW.h LNG. 12 

 13 

 The resulting overall gap between expected and actual thermal generation for 14 

2017 equals 13.545 GW.h, all of which is assumed to be LNG generation per GRA 15 

proposed determinations. 16 

 17 

 The resulting payment required from YEC into the DCF for 2017 is $1.987 million.1   18 

 19 

 Based on the above, and the DCF balance at the end of the previous year net of 20 

the forecast impact of the current Rider E rebate applicable until April 30, 2018, 21 

the forecast DCF fund balance at 2017 year-end that affects determination of a 22 

new Rider E is $7.633 million.2 23 

 24 

Updated Rider E  25 

 26 

In Order 2015-06, the Board directed that YEC refund DCF contributions in excess of the 27 

$8.0 million cap through a rate rider applicable to all firm sales throughout the Yukon (Rider 28 

E). Based on the 2015 Annual filing, the Board's letter of April 6, 2016 reinstated the earlier 29 

DCF rebate at 0.68 cents/kWh on an interim basis, effective May 1, 2016.  30 

                                                 
1 Calculation assumes 100% LNG. The LNG price of $0.1467 per kW.h is forecast per GRA.  
2 See Table 2.  The DCF balance at December 31, 2017 net of refunds is $8.697 million. Forecast refunds in 
2018 for January through April equal $1.064 million. The forecast DCF balance as at April 30, 2018 is therefore 
$7.633 million. 
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The DCF calculations and balance update for 2017 (Tables 1 and 2) forecast DCF balance 1 

at less than the $8.0 million cap as of April 30, 2018.3 Based on this forecast, no Rider E 2 

rebate is appropriate after April 30, 2018 and the Rider E refund to ratepayers is therefore 3 

proposed at 0.00 cents/kW.h for implementation from May 1, 2018 to March 31, 2019. For 4 

further detail regarding the Rider E calculation see Table 3.  5 

                                                 
3 Considering the implementation effective April 1, 2018 is not achievable, the new rates proposed to be 
effective May 1, 2018. The current Rider E at 0.68 cents/kW.h is assumed to continue until April 30, 2018. 
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Table 1: DCF Calculations for 2012-2017 1 

 2 
  3 

Line No Notes

L1 Fuel Cost per kW.h, Diesel 28.71 28.71 28.71 28.71 28.71 26.33 cents/kW.h 2012/13 GRA Compliance Filing & 2017-18 GRA Average Fuel cost for 2017.

Fuel Cost per kW.h, LNG 18.83 18.17 14.67 cents/kW.h Actual for 2015 & 2016; 2017-18 GRA Fuel cost for 2017.

Calculation of Diesel or LNG Cost to Charge (Refund) DCF

2012 Actuals 2013 Actuals 2014 Actuals 2015 Actuals 2016 Actuals
2017 

Preliminary 
Actuals

Assumptions

L2 YEC Grid load 424,541             419,173            396,498            410,316            412,776            446,458            MW.h Actual net of secondary sales (with losses)

L3 Fish Lake 3,388                 3,687                10,247              9,180                8,033                7,103                MW.h Fish Lake generation

L4=L2+L3 Total Grid load 427,929             422,860            406,745            419,495            420,809            453,561            MW.h

Assumed Actual Generation Sources
L5=L3 YECL Fish Lake 3,388                 3,687                10,247              9,180                8,033                7,103                MW.h Fish Lake generation

L6 YEC Hydro 421,039             416,987            394,595            404,797            406,136            431,952            MW.h Residual as total generation less diesel and wind

L7 YEC Thermal 3,057                 1,910                1,566                4,868                6,131                14,474              MW.h Diesel and LNG

Diesel 3,057                1,910               1,566               3,574               2,879               4,618               
LNG 1,295               3,251               9,856               

L7a YEC Diesel/LNG charged to capital, RFID and maintenance 373                   872                  951                  2,047               1,043               1,213               Includes charged to RFID, Capital & (for 2017 only) maintenance.

Diesel 373                   872                  951                  1,345               586                  995                  
LNG 702                  457                  218                  

L7b=L7-L7a YEC Net Diesel/LNG 2,683                1,037               615                  2,822               5,087               13,261             
Diesel 2,683                1,037               615                  2,229               2,293               3,623               
LNG -                    -                   -                   593                  2,794               9,638               

L8 YEC Wind 445                    277                  337                  650                  509                  33                    MW.h Wind generation

L9=L5+L6+L7+L8 Total Grid load 427,929             422,860            406,745            419,495            420,809            453,561            MW.h

Expected Generation Sources

L10 YECL Fish Lake (expected) 4,380                 4,380                8,730                8,730                8,730                8,536                MW.h
Unit #2 at 4.380 GW.h - no Unit #1 generation in 2012 and 2013. 2014-2016 
based on long-term average at 8.730 GW.h. 2017 is based on YEC 2017/18 GRA 
forecast.

L11 YEC Wind (expected) 239                    238                  238                  238                  238                  580                  MW.h 2012/13 GRA Compliance Filing & 2017-18 GRA forecast for 2017.

L12=L9-L10-L11 YEC Grid load net of expected Fish Lake and Wind 423,310             418,242            397,777            410,527            411,841            444,445            MW.h

L13a YEC Grid Load amount per Column A of Approved DCF Term Sheet Table 420,000             415,000            395,000            410,000            410,000            440,000            GW.h
Table 1.1, Approved DCF Term Sheet (Order 2015-06). 2017 is based on 
proposal included in YEC's 2017/18 GRA, Appendix 3.4, Table 3.4-1.

L13b Expected Base Thermal Generation at YEC Grid Load amount in row L13a 14,100               11,800              4,400                9,800                9,800                24,228              MW.h
Derived from Table 1.1, Approved DCF Term Sheet (Order 2015-06). 2017 is 
based on proposal included in YEC's 2017/18 GRA, Appendix 3.4, Table 3.4-1.

L14a Incremental Expected Thermal Generation as percent of load above L13a (%) 46% 46% 32% 40% 40% 58% %
Table 1.1, Approved DCF Term Sheet (Order 2015-06). 2017 is based on 
proposal included in YEC's 2017/18 GRA, Appendix 3.4, Table 3.4-1.

L14b=(L12-L13a)xL14a Expected Incremental Thermal Generation above amount in L13b 1,522                 1,491                889                  211                  736                  2,578                MW.h
Derived from Table 1.1, Approved DCF Term Sheet (Order 2015-06). 2017 is 
based on proposal included in YEC's 2017/18 GRA, Appendix 3.4, Table 3.4-1.

L15=L13b+L14b Total Expected YEC Thermal Generation 15,622               13,291              5,289                10,011              10,536              26,806              MW.h

L16=L15 Expected YEC Thermal Generation in Rates 15,622               13,291              5,289                10,011              10,536              26,806              MW.h 100% of long-term average

Diesel 15,622               13,291              5,289                8,509               -                   3,623               MW.h Expected thermal less expected LNG.

LNG 1,502               10,536             23,184             MW.h

At 15% LNG displacement of expected diesel in 2015; 100% of expected thermal 
in 2016; 90% of expected thermal in 2017, subject to not exceeding expected 
thermal less actaul diesel. 

L17=L7b YEC Thermal Generation 2,683                 1,037                615                  2,822                5,087                13,261              MW.h Net of capital, RFIS and (for 2017) maintenance thermal (L7b)

Diesel 2,683                 1,037                615                  2,229               2,293               3,623               MW.h
LNG 593                  2,794               9,638               MW.h

L18=L17-L16 YEC Thermal Generation to be Included in DCF 12,939-               12,254-              4,674-                7,189-                5,449-                13,545-              MW.h
Diesel 12,939-               12,254-              4,674-                6,281-               -                   -                   MW.h
LNG 909-                  5,449-               13,545-              MW.h

L19=L1xL18 Incremental YEC Thermal Generation Cost to Charge (Refund) DCF ($000s) ($3,715) ($3,518) ($1,342) ($1,974) ($990) ($1,987)
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Table 2: DCF Continuity Schedule 1 

 2 
  3 

Line Activity 2012 2013 2014 2015 2016
2017 

Preliminary
($000s) ($000s) ($000s) ($000s) ($000s) ($000s)

A DCF Opening Balance1 $902 $4,628 $8,198 $9,627 $10,895 $9,485

B Incremental Diesel Generation Cost to Charge/(Refund)2 to DCF ($3,715) ($3,518) ($1,342) ($1,974) ($990) ($1,987)

C=B Total DCF operation for YEC
YEC pays to DCF Fund $3,715 $3,518 $1,342 $1,974 $990 $1,987
YEC withdraws from DCF Fund $0 $0 $0 $0 $0 $0

D=A+C DCF Balance after Total DCF Operation $4,617 $8,146 $9,540 $11,601 $11,885 $11,472

E Interest on DCF Balance3 $11 $52 $87 $53 $54 $86
F=D+E DCF Balance after Interest charge $4,628 $8,198 $9,627 $11,654 $11,939 $11,557

G DCF (Rebate)/Collections [January - December] $0 $0 $0 ($759) ($2,454) ($2,861)
H=F+G DCF Ending Balance $4,628 $8,198 $9,627 $10,895 $9,485 $8,697

I DCF (Rebate)/Collections January - April 30, 2018 (forecast) ($1,064)
J=H+I Forecast DCF Balance, After (Rebate)/Collections to April 30 $7,633

K DCF Cap Approved by Board4 `+/-8000
L=J-K DCF Rebate/(Collections) Required $0

Notes:
1. 2012 DCF Opening Balance is 2011 actual ending balance of DCF.
2. Based on calculations in Table 1. 2016 and 2017 DCF charge estimate is based on preliminary actuals.

3. Per the March 11, 1996 letter recording the settlements [provided as Exhibit B-16 in the 2008/2009 GRA] the DCF fund 
is to attract interest based upon the short/intermediate term bond rates in which the Companies may invest the fund and 
any negative balances would only attract interest at the lowest short-term borrowing rate available to the Companies 
through a line of credit. 

4. Approved DCF Cap based on YUB Order 2015-01.
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Table 3: Rider E Calculations 1 

 2 
  3 

Line Activity
Rider 

Estimate

A DCF Rebate/(Collections) Required ($000s) $0

B Retail Sales for the previous 12 months (MW.h)

C=A/B DCF Rebate/(Collection) Rider (cents/kW.h)

Notes:

1. No Rider E calculation is required as the balance is expected to be within +/-$8 million 
threshold approved by the YUB. 
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Table 4: DCF Quarterly Report (2017 Q4) 1 

 2 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total

 Actual   Actual   Actual   Actual   Actual   Actual   Actual   Actual   Actual 
 Preliminary 

Actual 

 Preliminary 

Actual 

 Preliminary 

Actual 

Generation Report

L1 YEC Grid Load (MW.h) 49,560         41,098     42,318     34,749     34,316        29,360     29,843          30,733     29,195     38,906          47,369          48,108          455,554    

L2 Less Secondary Sales with Losses (MW.h) ‐384 ‐977 ‐52 ‐1,003 ‐1,059 ‐814 ‐1,213 ‐836 ‐803 ‐591 ‐886 ‐478 ‐9,097

L3 YECL Fish Lake  (MW.h) 931              786          862          649          725             590          576               167          87             625               557               547               7,103         

L4=Sum(L1:L3) Total Grid Load excluding secondary sales (MW.h) 50,107         40,907     43,129     34,395     33,982        29,137     29,206          30,064     28,479     38,939          47,040          48,176          453,561    

Actual Generation Sources

L5 YECL Fish Lake (MW.h) 931              786          862          649          725             590          576               167          87             625               557               547               7,103         

L6 YEC Hydro (MW.h) [residual: YEC Grid firm load less thermal and wind] 46,475         38,327     39,807     33,726     33,114        28,390     28,499          29,674     27,731     38,254          45,023          42,932          431,951    

L7 YEC Diesel (MW.h) 880              549          981          21             110             156          131               187          84             28                 441               1,050            4,618         

L7a        YEC Diesel Charged to Capital, RFID and Maintenance 491              9               4               14             108             103          129               1               26             27                 16                 67                 995            

L7b=L7‐L7a        YEC Net Diesel 389              540          977          7               2                  53             2                    186          58             1                    425               983               3,623         

L8 YEC LNG (MW.h) 1,821           1,245       1,478       ‐           ‐              ‐           ‐                37             577          33                 1,019            3,647            9,856         

L8a        YEC LNG Charged to Capital, RFID and Maintenance 159              1               ‐           ‐           ‐              ‐           ‐                ‐           15             ‐                ‐                43                 218            

L8b=L8‐L8a        YEC Net LNG 1,662           1,243       1,478       ‐           ‐              ‐           ‐                37             562          33                 1,019            3,605            9,638         

L9 YEC Wind (MW.h) ‐               ‐           ‐           ‐           33               ‐           ‐                ‐           ‐           ‐                ‐                ‐                33              

L10=L5+L6+L7+L8+L9 Total Grid Load excluding secondary sales (MW.h) 50,107         40,907     43,129     34,395     33,982        29,137     29,206          30,064     28,479     38,939          47,040          48,176          453,561    

Expected Generation Sources

L11 YECL Fish Lake (expected ) (MW.h) 8,536         

L12 YEC Wind (expected ) (MW.h) 580            

L13=L10‐L11‐L12 YEC Grid Load net of expected Fish Lake and Wind (MW.h) 444,445    

L14 Grid Load Benchmark (MW.h) (Col A of Table 1‐1, Approved DCF Term Sheet) 440,000    

L15 Diesel as % of incremental Grid Load above line 14 (%) 58%

L16 Expected Base Thermal Generation at Benchmark (MW.h) 24,228       

L17=(L13‐L14)xL15 Expected Incremental Thermal Generation (MW.h) 2,578         

L18=L16+L17 Total Expected Thermal Generation (MW.h) 26,806       

L19=L18 Expected Thermal Generation in Rates (MW.h) 26,806       

Diesel ‐            
LNG 26,806      

L20=L7b+L8b  Actual YEC Thermal Generation (net of capital, RFID and maintenance thermal) (MW.h) 13,261       

Diesel 3,623        
LNG 9,638        

L21=L20‐L19 Thermal Generation to be Included in DCF (MW.h) (13,545)

Diesel ‐            
LNG 13,545‐       

L22 Thermal Fuel Cost per kW.h ($/kW.h)

Diesel 0.2633

LNG 0.1467

L23=L21xL22 Incremental YEC Thermal Generation Cost to Charge (Refund) DCF ($000s) ($1,987)

L24 DCF Balance at 2016 Year End ($000) 9,485         

L25 Rider E (Rebate) forecast by April 30, 2018 (3,925)        

L26 Interest 86              

L27=L24+L25+L26‐L23 DCF Balance after refunds to April 30, 2018 ($000) 7,633         
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission, 3 

page 4.2.4 4 

 5 

 Figure 4.2A-2 - Residential Electricity Bill in Comparison to Yukon 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) Please explain how Figure 4.2A-2 is useful to the YUB in deliberating the request 12 

made in the current GRA application. 13 

 14 

b) Please provide details of the generation mix for each of the locations identified on 15 

this chart. 16 

 17 

c) Please provide an updated Figure 4.2A-2 which includes all applicable rate relief 18 

and taxes for each of the locations identified on this chart. 19 

 20 

ANSWER: 21 

 22 

(a) 23 

 24 

Figure 4.2A-2 provides background information comparing Yukon residential electricity 25 

bills (existing and proposed), before rate relief and taxes, with residential bills in various 26 

cities throughout northern and southern Canada. It is background information for the 27 

Board and all parties. 28 

 29 

(b) and (c) 30 

 31 

The information requested regarding generation mix and/or applicable rate relief and taxes 32 

was not part of the reference material used to generate Figure 4.2A-2.  Assembling the 33 

information requested will require additional extensive research and consultation with 34 

utilities in other jurisdictions and cannot be completed in the timeframes outlined in this 35 

proceeding.   36 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission 3 

 4 

 Tab 5 – Capital Projects 5 

 6 

PREAMBLE:  7 

 8 

QUESTION: 9 

 10 

a) Please provide updates to Tables 5.1 through 5.8 showing 2017 actuals and any 11 

updated 2018 forecast. 12 

 13 

ANSWER: 14 

 15 

(a) 16 

 17 

Final actual results for 2017 are not available and as such requested updates to GRA 18 

application tables included in Tab 3, Tab 5 and Tab 7 cannot be provided at this time. 19 

There are no updates to the 2018 forecast in Tab 2, Tab 3, Tab 5 and Tab 7 as included 20 

in Yukon Energy’s June 2017 General Rate Application filing. 21 

 22 

Please also see response to UCG-YEC-2-42. 23 
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TOPIC: 1 

 2 

REFERENCE:  December 18, 2017 Alternative GRA Forecast Submission 3 

 4 

 Tab 7 – Financial Schedules 5 

 6 

PREAMBLE:  7 

 8 

QUESTION: 9 

 10 

a) Please provide updates to all schedules in Tab 7 showing 2017 actuals and any 11 

updated 2018 forecast. 12 

 13 

ANSWER: 14 

 15 

(a) 16 

 17 

Final actual results for 2017 are not available and as such requested updates to GRA 18 

application tables included in in Tab 2, Tab 3, Tab 5 and Tab 7 cannot be provided at this 19 

time. YEC also notes that its GRA filing from June 2017 with LTA hydro forecasts, rather 20 

than the Alternative GRA Forecast Submission with ST hydro forecasts, is what is being 21 

applied for by Yukon Energy in this proceeding.  22 

 23 

Pursuant to section 25(1) of the Public Utilities Act, Yukon Energy is required to file an 24 

annual financial filing for 2017 by March 31. This is provided as Attachment 1 to this 25 

response. The section 25(1) filing includes unaudited financial statements for the year 26 

ended December 31, 2017 and related 2017 information required by Section 25 of the 27 

Public Utilities Act including the following:   28 

 29 

1. Unaudited 2017 Financial Statements 30 

2. Regulatory Schedules prepared based on unaudited 2017 financial results: 31 

a. Statement of utility income and rate of return; 32 

b. Computation of net rate base; 33 

c. Working capital calculation; 34 

d. Reconciliation of utility income to net earnings; 35 

e. Summary of capital assets; 36 

f. Cost of capital calculation; 37 
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3. List of Directors and Officers as at December 31, 2017 1 

 2 

The Audited Financial Statements and final Regulatory Schedules will not be available 3 

until after the year-end audit is complete and the statements are approved by the Board 4 

of Directors. 5 

 6 

There are no updates to the 2018 forecast as included in Yukon Energy’s June 2017 7 

General Rate Application filing. 8 



    
 

 
 
March 29, 2018  
 
Mr. Robert Laking, Chair 
Yukon Utilities Board  
Box 31728 
Whitehorse, Yukon Y1A 6L3 
 
Dear Mr. Laking: 
 
Re: 2017 Annual Filings – Yukon Energy Corporation – Section 25 

 
 
Please find enclosed the unaudited financial statements for the year ended December 31, 2017 
along with related 2017 information required by Section 25 of the Public Utilities Act including: 

1. Unaudited 2017 Financial Statements 
2. Regulatory Schedules prepared based on unaudited 2017 financial results: 

a. Statement of utility income and rate of return 
b. Computation of net rate base 
c. Working capital calculation 
d. Reconciliation of utility income to net earnings 
e. Summary of capital assets 
f. Cost of capital calculation 

3. List of Directors and Officers as at March 29, 2018 
 

Please be advised that the Audited Financial Statements and final Regulatory Schedules will be 
submitted after the year-end audit is complete and the statements are approved by the Board of 
Directors. 

 
Yours truly, 

 
Ed Mollard, CPA CGA  
Chief Financial Officer  
Yukon Energy Corporation 

 

Yukon Energy Corporation 
Box 5920 
Whitehorse, Yukon Y1A 6S7 
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Yukon Energy Corporation
Statement of Financial Position
(in thousands of Canadian dollars)

December 31 December 31
As at 2017 2016

Assets
Current

Cash $ - $ 551
Accounts receivable (Note 5) 12,427 5,873
Inventories (Note 6) 3,782 3,597
Prepaid expenses 678 754

16,887 10,775
Non-current

Property, plant and equipment (Note 7) 448,444 444,354
Intangible assets (Note 8) 8,476 7,281

Total assets 473,807 462,410
Regulatory deferral account debit balances (Note 9) 25,738 27,880

Total assets and regulatory deferral account
debit balances $ 499,545 $ 490,290

Liabilities
Current

Bank indebtedness (Note 10) $ 7,054 $ -
Accounts payable and accrued liabilities (Note 11) 10,845 8,535
Construction financing (Note 12) 22,385 22,385
Derivative related liability (Note 24) 56 409
Current portion of long-term debt (Note 13) 5,248 5,238

45,588 36,567
Non-current

Post-employment benefits (Note 14) 6,116 5,867
Contributions in aid of construction (Note 15) 168,988 172,770
Decommissioning fund (Note 16) 2,665 2,636
Long-term debt (Note 13) 142,523 147,771

Total liabilities 365,880 365,611

Equity
Share capital 

Authorized: Unlimited number of a single class of shares with no par value
Issued and fully paid: 3,900 shares 39,000 39,000

Contributed surplus 14,600 14,600
Retained earnings 61,075 51,034

Total equity 114,675 104,634

Total liabilities and equity 480,555 470,245
Regulatory deferral account credit balances (Note 9) 18,990 20,045

Total liabilities, equity and regulatory deferral
account credit balances $ 499,545 $ 490,290

Commitments and Contingencies (Notes 20 and 21)
The accompanying notes are an integral part of these financial statements.
Approved by the Board

, Chair                        , Director
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Yukon Energy Corporation
Statement of Operations and Other Comprehensive Income
(in thousands of Canadian dollars)

For the year ended December 31 2017 2016

Revenues 
Sales of power (Note 17) $ 48,789 $ 40,013
Funding from parent (Note 20) 565 825
Other 369 287

49,723 $ 41,125

Operating expenses
Operations and maintenance (Note 18) 18,212 19,322
Administration (Note 19) 10,712 11,923
Depreciation and amortization (Notes 7 and 8) 12,662 11,262

41,586 42,507

(Loss) Income from operations 8,137 (1,382)

Other income
Allowance for funds used during construction 466 819
Amortization of contributions in aid of construction (Note 15) 4,116 4,102
Unrealized gain on interest rate swap (Note 24) 353 144

4,935 5,065

Other expenses
Interest on borrowings 4,303 3,536

4,303 3,536

Net income for the year before net movements in regulatory deferral
account balances 8,769 147
Net movement in regulatory deferral account balances 
related to net income (Note 9 (d)) 1,520 7,908

Net income for the year and net movements in 
regulatory deferral account balances 10,289 8,055
Other Comprehensive Income (Note 3 (o))

Item that will not be reclassified to net income in subsequent periods
Re-measurement of defined benefit pension plans (Note 14) (248) (483)

Total comprehensive income for the year $ 10,041 $ 7,572

The accompanying notes are an integral part of these financial statements.
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Yukon Energy Corporation
Statement of Changes in Equity
(in thousands of Canadian dollars)

Share Capital Accumulated
Number $ Contributed Retained other comprehensive

of shares surplus earnings income (loss) Total

Balance at December 31, 2015 3,900 $ 39,000 $ 14,600 $ 46,303 - $ 99,903
Net income for the year and net movement
in regulatory deferral account balances - - - 8,055 - 8,055
Other comprehensive income - - - - (483) (483)
Transfer of re-measurement of defined benefit
pension plans to retained earnings - - - (483) 483 -
Dividends - - - (2,841) - (2,841)

Balance at December 31, 2016 3,900 $ 39,000 $ 14,600 $ 51,034 - $ 104,634
Net income for the year and net movement
in regulatory deferral account balances - - - 10,289 - 10,289
Other comprehensive income - - - - (248) (248)
Transfer of re-measurement of defined benefit
pension plans to retained earnings - - - (248) 248 -

Balance at December 31, 2017 3,900 $ 39,000 $ 14,600 $ 61,075 - $ 114,675

The accompanying notes are an integral part of these financial statements.
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Yukon Energy Corporation
Statement of Cash Flows
(in thousands of Canadian dollars)

For the year ended December 31 2017 2016

 Operating activities
Cash receipts from customers $ 43,159 $ 40,814
Cash receipts from parent - 825
Cash receipts from contributions in aid of construction 332 332
Cash paid to suppliers (17,368) (17,464)
Cash paid to employees (11,539) (11,640)
Interest paid (3,668) (3,473)

Cash provided by operating activities 10,916 9,394

 Financing activities
Receipt of construction financing - 8,400
Repayment of long-term debt (5,238) (6,067)

Cash provided by financing activities (5,238) 2,333

  Investing activities
Additions to property, plant and equipment (10,618) (11,530)
Additions to intangible assets (2,665) (1,318)

Cash used in investment activities (13,283) (12,848)

Net (decrease) increase in cash (7,605) (1,121)

Cash, beginning of year 551 1,672

Cash, end of year $ (7,054) $ 551

The accompanying notes are an integral part of these financial statements.
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

1. NATURE OF OPERATIONS

a) General
Yukon Energy Corporation ("the Utility") is incorporated under the Yukon Business Corporations Act and is a
wholly-owned subsidiary of Yukon Development Corporation ("YDC" or "the Parent"), a corporation owned
by the Yukon Government ("YG" or "the Government"). The Utility generates, transmits, distributes and sells
electrical energy in the Yukon. The Utility is not subject to income taxes. The Utility's principal place of
business is located at #2 Miles Canyon Road, Whitehorse, Yukon, Y1A 6S7.

The Utility is subject to overall regulation by the Yukon Utilities Board (YUB) and specific regulation by the
Yukon Water Board.  Both boards are consolidated by the Government and as such are considered to be
related parties for accounting purposes. Management has assessed that these boards operate
independently from the Utility from a rate setting and operating perspective.

b) Rate regulation
The operations of the Utility are regulated by the YUB pursuant to the Public Utilities Act. The Utility 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. There is no
minimum requirement for the Utility to appear before the YUB to review rates. However, the Utility is not
permitted to charge any rate for the supply of power that is not approved by an Order of the YUB. As actual
operating conditions may vary from forecast, actual returns achieved can differ from approved returns. 

The regulatory hearing process used to establish or change rates typically begins when the Utility files a
General Rate Application (GRA) for its proposed electricity rate changes over the next one or two forecast
years. The YUB must ensure that its decision, which fixes electricity rates, complies with appropriate
principles of rate making, all relevant legislation including the Public Utilities Act and directives issued by the
YG through Orders-In-Council ("OIC") that specify how the interests of the customer and Utility are to be
balanced.

The YUB typically follows a two-stage decision process. In the first stage, the total costs that the Utility
expects it will incur to provide electricity to its customers over the immediate future are reviewed and
approved. The approval of these costs determines the total revenues the Utility is allowed to collect from its
customers. It is the responsibility of the YUB to examine the legitimacy of three classes of costs:

 the costs to the Utility to run its operations and maintain its equipment (personnel and materials);
 the cost associated with the depreciation of all capital equipment; and 
 the return on rate base (the borrowing costs related to borrowing that portion of rate base which is

financed with debt plus the costs to provide a reasonable rate of return on that portion of rate base
which is financed with equity).

The YUB assesses the prudency of costs added to rate base, which includes an allowance for funds used
during construction ("AFUDC") charged to capital projects. The YUB also reviews the appropriateness of
property, plant and equipment depreciation rates, which are periodically updated by the Utility through
depreciation studies.  

In the second stage, the YUB approves how the revenue will be raised. This stage essentially determines
the electricity rates for the various customer classes in the Yukon: residential, government, commercial and
industrial. This process is guided mainly by requirements of OIC 1995/90 and can include a cost-of-service
study which allocates the Utility's overall cost of service to the various customer classes on the basis of
appropriate costing principles. 
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

1. NATURE OF OPERATIONS - continued

c) Water regulation
The Yukon Water Board, pursuant to the Yukon Waters Act, decides if and for how long the Utility will have a
water license for the purposes of operating hydro generation stations in the Yukon. The licenses will also
indicate terms and conditions for the operation of these facilities.

d) Capital structure
The Utility's policy which has been approved by the YUB is to maintain a capital structure of 60% debt and
40% equity (Note 24). Dividends are normally declared annually to the Parent and are typically loaned back
in order to maintain this ratio during normal on-going operations. When large assets are purchased or
constructed, the Parent may be required to make an equity or capital contribution.

2. BASIS OF PRESENTATION

a) Statement of compliance 
These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board ("IASB"). 

These financial statements were authorized for issue by the Board of Directors on May 9, 2018.

b) Basis of measurement 
The financial information included in the financial statements has been prepared on a historical cost basis,
except for financial instruments which are measured at fair value.  

3. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied to all periods presented in these financial
statements. 
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

3. SIGNIFICANT ACCOUNTING POLICIES - continued

a) Revenue recognition
All revenues are recognized in the period earned. Revenue from the sale of power is recognized based on
cyclical meter readings. Sales of power includes an accrual for electricity deliveries not yet billed at year-end.

b) Translation of foreign currencies
The functional currency of the Utility is the Canadian Dollar. Revenue and expense items denominated in
foreign currencies are translated at exchange rates prevailing during the period. Monetary assets and
liabilities denominated in foreign currencies are translated at period-end exchange rates. Non-monetary
assets and liabilities are translated at exchange rates in effect when the assets are acquired or the
obligations are incurred. Foreign exchange gains and losses are reflected in net income for the period.  

c) Allowance for funds used during construction
The cost of the Utility's property, plant and equipment and deferred charges includes an allowance for funds
used during construction (AFUDC) as allowed by the regulator. The AFUDC rate is based on the Utility's
weighted average cost of debt. 

d) Cash 
Cash is comprised of bank account balances (net of outstanding cheques).  

e) Inventories
Inventories consist of materials and supplies, diesel fuel and liquefied natural gas. Inventories are carried at
the lesser of weighted average cost and net realizable value. Cost includes all expenditures incurred in
acquiring the items and bringing them to their existing condition and location. Critical spare parts are
recognized in the Utility's property, plant and equipment. 

The recoverable value of inventory considers its net realizable value, including required processing costs,
and is impacted by estimates and assumptions on prices, quality, recovery and exchange rates. Obsolete
materials and supplies are recorded at salvage value in the period when obsolescence is determined.  

f) Financial instruments
Financial assets and financial liabilities are recognized on the Utility’s Statement of Financial Position when
the Utility becomes party to the contractual provisions of the instrument. Accounts receivable, classified as
loans and receivables, are initially measured at fair value. Subsequent to initial recognition, accounts
receivable are measured at amortized cost using the effective interest rate method less any impairment.  

A provision for impairment of accounts receivable is established when there is objective evidence that the
Utility will not be able to collect all amounts due according to the original terms of the receivables. Significant
financial difficulties of the debtor, probability that the debtor will enter into bankruptcy or require financial
reorganization, and default or delinquency in payments are considered indicators that the related accounts
receivable are impaired. The accounts receivable carrying amount is reduced through the use of an
allowance account and the loss is recognized in net income. 

Cash, accounts payable and accrued liabilities, construction financing and long-term debt are classified as
other financial liabilities and they are initially recognized at fair value. Subsequent to initial recognition, they
are measured at amortized cost using the effective interest rate method (except for cash which is measured
at cost).

Transaction costs are presented as a reduction from the carrying value of the related debt and are amortized
using the effective interest rate method over the terms of the debts to which they relate. Transaction costs
include fees paid to agents, brokers and advisors but exclude debt discounts and lender financing costs.

11

DRAFT

Yukon Energy Corporation 
2017-2018 General Rate Application 

UCG-YEC-2-42 Attachment 1

April 6, 2018 A-10



Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

3. SIGNIFICANT ACCOUNTING POLICIES - continued

f) Financial instruments - continued
Derivative financial instruments are financial contracts that derive their value from changes in an underlying
variable. The Utility has entered into an interest rate swap to manage interest rate risk. The Utility’s interest
rate swap is classified as held for trading and is thus recognized at fair value on the date the contract has
been entered into with any subsequent realized and unrealized gains and losses recognized in net income
during the period in which the fair value movement occurred.

g) Property, plant and equipment
Property, plant and equipment are carried at cost, less accumulated depreciation and any asset impairment
charges. Cost includes the direct costs of acquisition and materials, direct labour, and, if applicable, an
allocation of directly attributable overhead costs, AFUDC and any asset retirement costs associated with the
property, plant and equipment. 

AFUDC is based on the Utility's weighted average cost of borrowing and is applied to actual costs in work-in-
progress less any contributions in aid of construction.  For items of property, plant and equipment acquired
prior to January 1, 2011, the AFUDC rate also included a regulatory cost of equity component as allowed by
the YUB. Capitalization of AFUDC ceases when the asset being constructed is substantially ready for its
intended purpose.  

Assets under construction are recognized as in construction work in progress until they are operational and
available for use, at which time they are transferred to the applicable component of property, plant and
equipment.

Depreciation is recognized in net income based on the straight-line method over the estimated useful life of
each major component of property, plant and equipment. The range of the estimated useful lives of the
major classes and subclasses of property, plant and equipment is as follows:

Generation
Hydroelectric plants 30 to 103 years
Thermal plants 12 to 72 years
Wind turbines 30 years

Transmission 20 to 65 years
Distribution 12 to 55 years
Buildings 20 to 55 years
Transportation 9 to 31 years
Other equipment 5 to 20 years

Depreciation commences when an asset is available for use. The estimated useful lives of the assets are
based upon depreciation studies conducted periodically by the Utility and any changes in the estimated
useful lives are accounted for prospectively. 

Gains and losses on the disposal or retirement of property, plant and equipment, with the exception of land
and vehicles, are deferred and amortized over the remaining expected useful life of the related assets under
regulatory accounting (Note 9). These gains and losses are recognized immediately in net income under
IFRS.
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

3. SIGNIFICANT ACCOUNTING POLICIES - continued

g) Property, plant and equipment - continued
Major overhaul costs are capitalized and depreciated on a straight-line basis over the period of the expected
useful life (until the next major overhaul) which varies from 5 to 10 years.  However, major overhaul costs
cannot be depreciated for regulatory purposes until the costs are approved by the YUB (Note 9). Repairs
and maintenance costs of property plant and equipment are expensed as incurred unless they meet the
criteria of a betterment.

h) Intangible assets 
Intangible assets are carried at cost less accumulated amortization and any asset impairment charges.  Cost
includes the direct costs of acquisition and materials, direct labour, and, if applicable, an allocation of directly
attributable overhead costs and AFUDC. 

Amortization is recognized in net income on a straight-line basis over the estimated useful lives as follows:
Software 5 years
Deferred customer service costs 12 years
Financial software 10 years
Licencing costs

Hydro generation 17 to 25 years
Diesel generation 3 years

i) Impairment of non-financial and financial assets
Property, plant and equipment, regulatory deferral debit balances and intangible assets with finite lives are
reviewed for impairment on an annual basis if there is an indication that the carrying amount may not be
recoverable. Impairment is assessed at the level of cash-generating units, which are identified as the
smallest identifiable group of assets that generates cash inflows that are largely independent of the cash
inflows from other assets or group of assets.

When an impairment review is undertaken, the recoverable amount is assessed by reference to the higher of
value in use and fair value less costs to sell ("FVLCS") for non-financial assets and objective evidence of
impairment in the case of financial assets. Value in use is the net present value of expected future cash
flows of the relevant cash-generating unit in its current condition. The best evidence of FVLCS is the value
obtained from an active market or binding sale agreement. Where neither exists, FVLCS is based on the
best information available to reflect the amount the Utility could receive for the cash generating unit in an
arm’s length transaction. This is often estimated using discounted cash flow techniques and where
unobservable inputs are material to the measurement of the recoverable amount, the measurement is
classified as level 3 in the fair value hierarchy. The cash flow forecasts for FVLCS purposes are based on
management’s best estimates of expected future revenues and costs, including the future cash costs of
production, capital expenditure, closure, restoration and environmental cleanup. For regulatory deferral debit
balances the impairment review focuses on whether the amount is considered collectible based on the
expected cash flows from the rates approved by the YUB.

These determinations and their individual assumptions require that management make a decision based on
the best available information at each reporting period. Changes in these assumptions may alter the results
of non-financial asset and financial asset impairment testing, impairment charges recognized in net income
and the resulting carrying amounts of the assets.
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

3. SIGNIFICANT ACCOUNTING POLICIES - continued

j) Rate regulated accounting policies

Regulatory deferral accounts
Regulatory deferral accounts in these financial statements are accounted for differently than they would be
in the absence of rate regulation. Where regulatory decisions dictate, the Utility defers certain costs or
revenues as regulatory deferral account debit balances or regulatory deferral account credit balances on the
Statement of Financial Position and recognizes them in the net movement in regulatory deferral account
balances in the Statement of Operations and Other Comprehensive Income as it collects or refunds amounts
through future customer rates. Any adjustments to these regulatory deferral accounts are recognized in the
net movement in regulatory deferral account balances in the period that the YUB renders a subsequent
decision. All amounts maintained as regulatory deferral account debit balances and regulatory deferral
account credit balances are expected to be recovered or settled and are assessed on a yearly basis by
comparing the rates approved by the YUB to the current balances. The recovery or settlement of regulatory
deferral account balances through future rates is impacted by demand risk and regulatory risks (e.g.
potential future decisions of the YUB which could result in material adjustments to these regulatory deferral
account debit balances and regulatory deferral account credit balances as described in Note 1(b)).

i) Regulatory deferral account debit balances
Regulatory deferral account debit balances represent incurred costs which have been deferred and are
recognized or being amortized over various periods as approved by the YUB. Regulatory deferral
account debit balances represent costs which are expected to be recovered from customers in future
periods through the rate-setting process. In the absence of rate regulation and the Utility’s adoption of
IFRS 14 , such costs would be expensed as incurred.   

ii) Regulatory deferral account credit balances
Regulatory deferral account credit balances represent future reductions or limitations of increases in
revenues associated with amounts that are expected to be refunded to customers as a result of the rate
setting process. In the absence of rate regulation and the Utility’s adoption of IFRS 14, such amounts
would be recorded in income as earned.

Note 9 describes the individual regulatory deferral accounts, the Utility’s related regulatory deferral and
amortization policies and describes the related account activity in the relevant periods. 

k) Provision for asset retirement obligations
The Utility has legal obligations related to the closure and restoration of property, plant and equipment,
which includes the costs of dismantling, demolition of infrastructure and the removal of residual materials
and remediation of the disturbed areas. 

Where a reliable estimate of the present value of these obligations can be determined, the total retirement
costs are recognized as a provision in the accounting period when the obligation arises. There is also a
corresponding increase to property, plant and equipment upon recognition of the obligation. Management
estimates its costs based on feasibility and engineering studies and assessments using current restoration
standards and techniques. 
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

3. SIGNIFICANT ACCOUNTING POLICIES - continued

l) Provision for environmental liabilities
Environmental liabilities consist of the estimated costs related to the remediation of environmentally
contaminated sites. The Utility will accrue a provision when it has a present obligation as a result of a past
event to remediate the contaminated site, it is expected that future economic benefits will be given up to
settle the obligation, and a reliable estimate of the amount of the obligation can be made.   

If the likelihood of the Utility’s obligation to incur these costs is either not determinable or the amount of the
obligation cannot be reliably estimated, the contingency is disclosed in the notes to the financial statements.

The Utility reviews its provision for environmental liabilities on an ongoing basis and any changes are
recognized in net income for the current period. 

m) Contributions in aid of construction
Certain property, plant and equipment additions are made with the assistance of cash contributions from
customers or capital assistance from the Utility's Parent, the YG, or the Government of Canada. These
contributions are deferred upon receipt and amortized to income on the same basis as the assets to which
they relate.

n) Decommissioning fund 
The decommissioning fund represents monies paid in advance by an industrial customer to decommission
the spur line that connects its operation to the Utility's grid.  Under a power purchase agreement, the
customer has the financial responsibility for decommissioning expenses to be performed by the Utility on its
behalf.  Any amounts not required for decommissioning will be refunded to the customer. This money
accrues interest at the rate equal to the three month Canadian Dealer Offered Rate ("CDOR"). 

o) Post-employment benefits and other comprehensive income 
The Utility sponsors an employee defined benefit pension plan which provides benefits based on the length
of service and average salaries for the five highest paid consecutive years of service.  Effective January 1,
2011, the Utility also sponsors an executive defined benefit pension plan and supplemental executive
retirement plan. The Utility contributes amounts to the pension plans as recommended by an independent
actuary.  

For the defined benefit plan the cost of pension benefits is actuarially determined using the projected
benefits method, prorated on service, and reflects management's best estimates of investment returns,
wage and salary increases, and age at retirement. Re-measurements of the net defined benefit liability,
including actuarial gains and losses and return on plan assets, are recognized in other comprehensive
income (“OCI”) and are not reclassified to net income in a subsequent period. The Utility’s policy is to
immediately transfer actuarial gains and losses recognized in OCI to retained earnings. The expected return
on plan assets is based on the fair value of these assets.
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

3. SIGNIFICANT ACCOUNTING POLICIES - continued

o) Post-employment benefits and other comprehensive income - continued

Employees joining the Utility after January 1, 2002 are eligible for a defined contribution retirement plan and
are not eligible to participate in the defined benefit pension plan. Contributions are required by both
employees and the Utility to cover the current service cost of this defined contribution retirement plan. The
Utility has no legal or constructive obligation to pay further contributions with respect to this plan.
Consequently, contributions are recognized as an expense in the year when employees have rendered
service and represents the obligation of the Utility.

p) New standards and interpretations not yet adopted 

A number of new standards, and amendments to standards and interpretations, are not yet effective for the
period ended December 31, 2017, and have not been applied in preparing these financial statements. There
are three standards that management has identified as having a potential impact and is in the process of
assessing, IFRS 15, Revenue from Contracts with Customers, IFRS 9, Financial Instruments which will
replace IAS 39, Financial Instruments and IFRS 16, Leases. 

i) On May 28, 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers, which will replace
IAS 18, Revenue. The new standard is effective for fiscal years beginning on or after January 1, 2018 and is
available for early adoption. The standard contains a single model that applies to contracts with customers
and two approaches to recognising revenue: at a point in time or over time. The model features a contract
based five step analysis of transactions to determine whether, how much and when revenue is recognized.
New estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing
of revenue recognized. The Utility intends to adopt IFRS 15 in its financial statements for the annual period
beginning on January 1, 2018. The Utility has completed the preliminary analysis and there are no significant
changes to its financial statements.  

ii) IFRS 9, Financial Instruments, which will replace IAS 39, Financial Instruments: Recognition and
Measurement and IFRIC 9, Reassessment of Embedded Derivatives. The new standard is effective for fiscal
years beginning on or after January 1, 2018 and is available for early adoption. The standard is expected to
impact the classification and measurement of financial assets, introduce changes to financial liabilities and
includes new hedge accounting requirements. The Utility intends to adopt IFRS 9 in its financial statements
for the annual period beginning on January 1, 2018. The Utility has completed the analysis of this standard
and there are no significant changes to its financial statements.    

iii) IFRS 16, Leases, specifies how to recognize, measure, present and disclose leases. The standard
provides a single lessee model, requiring lessees to recognize assets and liabilities for all leases unless the
lease term is 12 months or less or the underlying asset has a low value.  Lessors continue to classify leases
as operating or finance, with IFRS 16's approach to lessor accounting substantially unchanged from its
predecessor, IAS 17. This standard will become effective for annual periods beginning on or after January 1,
2019. The Utility is currently assessing the impact on its financial statements.  
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS 

The preparation of financial statements requires the use of judgment in applying accounting policies and in
making critical accounting estimates that affect the reported amounts of assets, liabilities, revenues and
expenses and disclosure of any contingent assets and liabilities. These judgments and estimates are based
on management’s best knowledge of the relevant facts and circumstances, having regard to previous
experience, but actual results may differ from the amounts included in the financial statements.  Estimates
and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which estimates are revised and in any future periods affected. Information about
such judgments and estimates is contained in the accounting policies and/or the notes to the financial
statements, and the key areas are summarized below.

 
Areas of significant judgment and estimates made by management in preparing these financial statements
include: 

Impairment of long-lived assets - Notes 3g) and 7
An evaluation of whether or not an asset is impaired involves consideration of whether indicators of
impairment exist. Management continually monitors the Utility's operations and makes judgements and
assessments about conditions and events in order to conclude whether possible impairment exists.

Asset retirement obligations – Notes 3k) and 22
In determining the present value of the obligation, the Utility must estimate the amount and timing of the
future cash payments and then apply an appropriate risk-free interest rate. Any changes to the anticipated
amounts or timing of future payments or risk-free interest rate can result in a change to the obligation. 

Depreciation and amortization – Notes 3g), h), 7 and 8
Significant components of property, plant and equipment are depreciated over their estimated useful lives.
Useful lives are determined based on current facts and past experience and the results of depreciation
studies.  While these useful life estimates are reviewed on a regular basis and depreciation calculations are
revised accordingly, actual lives may differ from the estimates.  As such, assets may continue in use after
being fully depreciated, or may be retired or disposed of before being fully depreciated.  The latter could
result in additional depreciation expense in period of disposition.  

Intangible assets - Notes 3h) and 8
In determining when to recognize costs as intangible assets, management makes judgments about when the
criteria for recognition are met. Changes to management's judgments would affect the carrying amount of its
intangible assets and amortization recognition.

Regulatory deferral account debit and credit balances - Notes 3j) and 9
The Utility accounts for its regulatory deferral accounts in accordance with IFRS 14 Regulatory Deferral
Accounts and the decisions of the YUB. The decisions can be complex and require significant judgment in
their interpretation. 
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS - continued

Post-employment benefits – Notes 3o) and  13
The Utility accrues for its obligations under defined benefit pension plans using actuarial valuation methods
and other assumptions to estimate the projected benefit obligation and the associated expense related to the
current period. The key assumptions utilized include the long-term rate of inflation, rates of future
compensation, liability discount rates and the expected return on plan assets. The Utility consults with
qualified actuaries when setting the assumptions used to estimate benefit obligations. Actual rates could
vary significantly from the assumptions and estimates used. 

Revenue – Note 16
The Utility estimates usage not yet billed at year end, which is included in revenues from sale of power.  This
accrual is based on an assessment of unbilled electricity supplied to customers between the date of the last
meter reading and the year end. Management applies judgement to the measurement of the estimated
consumption.

Provisions and Contingencies - Notes 3k), l), 21 and 22
Management is required to make judgments to assess if the criteria for recognition of provisions and
contingencies are met, in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets.

Key judgments are whether a present obligation exists and the probability of an outflow being required to
settle that obligation. Key assumptions in measuring recognized provisions include the timing and amount of
future payments and the discount rate applied in measuring the provision. 

Where the Utility is defending certain lawsuits management must make judgements, estimates and
assumptions about the final outcome, timing of trial activities and future costs as at the period end date.
Management will obtain the advice of its external counsel in determining the likely outcome and estimating
the expected costs associated with these lawsuits; however, the ultimate outcome or settlement costs may
differ from management's estimates.

Financial Instruments - Notes 3f) and 23
The Utility enters into financial instrument arrangements which may require management to make judgments
to determine if such arrangements are derivative instruments in their entirety or contain embedded
derivatives, including whether those embedded derivatives meet the criteria to be separated from their host
contract, in accordance with IAS 39, Financial Instruments: Recognition and Measurement. Key judgments
are whether certain non-financial items are readily convertible to cash, whether similar contracts are
routinely settled net in cash or delivery of the underlying commodity taken and then resold within a short
period, whether the value of a contract changes in response to a change in an underlying rate, price, index
or other variable, and for embedded derivatives, whether the economic risks and characteristics are not
closely related to the host contract and a separate instrument with the same terms would meet the definition
of a derivative on a standalone basis.
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

5. ACCOUNTS RECEIVABLE

December 31 December 31
2017 2016

Wholesale energy sales $ 8,045 $ 3,734
Retail energy sales 2,366 1,494
Due from related parties (Note 19) 373 112
Other 1,643 533

$ 12,427 $ 5,873

At December 31, 2017, the aging of accounts receivable is as follows:

31 - 90 Over
Current Days 90 Days Total

Accounts receivable $ 11,204 $ 1,169 $ 54 $ 12,427
Allowance for doubtful accounts - - (10) (10)

$ 11,204 $ 1,169 $ 44 $ 12,417

At December 31, 2016, the aging of accounts receivable is as follows:

31 - 90 Over
Current Days 90 Days Total

Accounts receivable $ 5,616 $ 232 $ 35 $ 5,883
Allowance for doubtful accounts           -           - (10) (10)

$ 5,616 $ 232 $ 25 $ 5,873

A reconciliation of the beginning and ending amount of allowance for doubtful accounts is as follows:

December 31 December 31
2017 2016

Allowance for doubtful accounts at beginning of year $ (10) $ (10)
Amounts written off as uncollectable - -

Allowance for doubtful accounts at end of year $ (10) $ (10)
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

6. INVENTORIES
December 31 December 31

2017 2016

Materials and supplies $ 3,342 $ 3,087
Diesel fuel 337 299
Liquefied natural gas 103 211

$ 3,782 $ 3,597

7. PROPERTY, PLANT AND EQUIPMENT

A reconciliation of the changes in the carrying amount of property, plant and equipment is as follows:

Generation Transmission Land & Transportation Construction Total
& Distribution Buildings & Other Work-in

Progress

Cost:
At December 31, 2015 $ 275,192 $ 160,494 $ 15,852 $ 3,481 $ 7,507 $ 462,526
Additions 680 - 138 784 10,667 12,269
Transfers 3,100 2,834 882 - (6,816) -
Disposals - - (635) (311) - (946)

At December 31, 2016 $ 278,972 $ 163,328 $ 16,237 $ 3,954 $ 11,358 $ 473,849
Additions - - - 553 15,434 15,987
Transfers 8,043 2,604 11,651 - (22,298) -
Disposals - - (189) (238) - (427)

At December 31, 2017 $ 287,015 $ 165,932 $ 27,699 $ 4,269 $ 4,494 $ 489,409

Accumulated depreciation:
At December 31, 2015 $ 9,014 $ 8,210 $ 1,588 $ 520 $ - $ 19,332
Depreciation 5,525 4,386 847 285 - 11,043
Disposals - - (635) (245) - (880)

At December 31, 2016 $ 14,539 $ 12,596 $ 1,800 $ 560 $ - $ 29,495
Depreciation 5,798 4,413 1,329 357 - 11,897
Disposals - - (189) (238) - (427)

At December 31, 2017 20,337 17,009 2,940 679 - 40,965

Net book value:
At December 31, 2016 $ 264,433 $ 150,732 $ 14,437 $ 3,394 $ 11,358 $ 444,354
At December 31, 2017 $ 266,678 $ 148,923 $ 24,759 $ 3,590 $ 4,494 $ 448,444

* Included in generation depreciation is the annual depreciation for overhauls of $802,000 (2015 - $778,000) which is recognized in
regulatory account expenses in Note 17. 
The AFUDC capitalized for 2017 was $466,000 (2016 - $819,000). The AFUDC rate estimate was 2.36% for 2017 (2016 - 2.40%).
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

8. INTANGIBLE ASSETS

A reconciliation of the changes in the carrying amount of intangible assets is as follows:

Deferred Aishihik Thermal 
Customer Financial Water  and Water

Software  Service Costs Software Licensing Licensing Total

Cost:
At December 31, 2015 $ 462 $ 443 $ 2,406 3,032 $ 2,516 $ 8,859
Additions 66 - - 955 297 1,318
Disposals (8) - - - - (8)

At December 31, 2016 520 443 2,406 3,987 2,813 10,169
Additions 170 - - 1,969 109 2,248
Disposals - - - (12) (97) (109)

At December 31, 2017 $ 690 $ 443 $ 2,406 $ 5,944 $ 2,825 $ 12,308

Accumulated amortization:
At December 31, 2015 $ 61 $ 128 $ 568 $ 1,038 $ 72 $ 1,867
Amortization 92 64 283 524 58 1,021

At December 31, 2016 153 192 851 1,562 130 2,888
Amortization 124 64 283 518 64 1,053
Disposals - - - (12) (97) (109)

At December 31, 2017 $ 277 $ 256 $ 1,134 $ 2,068 $ 97 $ 3,832

Net book value:
At December 31, 2016 $ 367 $ 251 $ 1,555 $ 2,425 $ 2,683 $ 7,281
At December 31, 2017 $ 413 $ 187 $ 1,272 $ 3,876 $ 2,728 $ 8,476

The internally generated costs and externally purchased costs for Software and Financial Software are
approximately 50% internal and 50% external at December 31, 2017 and December 31, 2016. All other
categories are almost exclusively internally generated. 
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Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

9. REGULATORY ACCOUNTS

Regulatory deferral account debit balances
Feasibility IFRS Regulatory Vegetation Dam Uninsured Subtotal

Studies Planning Costs Management Safety Losses See next
(i) (ii) (iii) (iv) (v) (vi) page

Cost:
At December 31, 2015 $ 18,555 $ 566 $ 4,360 $ 1,644 $ 144 $ 267 $ 25,536
Costs incurred 4,869 - 695 1,074 4 1,018 7,660
Regulatory provision - - - (502) - (226) (728)
Disposals (2,051) (566) (794) - - - (3,411)
Contributions received (825) - (1) - - - (826)

At December 31, 2016 20,548 - 4,260 2,216 148 1,059 28,231
Costs incurred 2,115 - 912 - - 667 3,694
Regulatory provision - - - - - (479) (479)
Disposals (243) - (643) - - - (886)
Contributions received (565) - (100) - - - (665)

At December 31, 2017 $ 21,855 - $ 4,429 $ 2,216 $ 148 $ 1,247 $ 29,895

Accumulated amortization:
At December 31, 2015 $ 4,344 $ 453 $ 1,345 - - - $ 6,142
Amortization 25 113 248 - - - 386
Disposals (2,051) (566) (794) - - - (3,411)

At December 31, 2016 2,318 - 799 - - - 3,117
Amortization 1,443 - 440 222 30 - 2,135
Disposals (404) - (643) - - - (1,047)

At December 31, 2017 $ 3,357 - $ 596 $ 222 $ 30 - $ 4,205

Net book value:
At December 31, 2016 $ 18,230 - $ 3,461 $ 2,216 $ 148 $ 1,059 $ 25,114
At December 31, 2017 $ 18,498 - $ 3,833 $ 1,994 $ 118 $ 1,247 $ 25,690

Net increase (decrease) in regulatory deferral account debit balances (which are recognized in the net movement of regulatory deferral account balances
related to net income on the Statement of Operations and Other Comprehensive Income):
December 31, 2016 $ 4,019 $ (113) $ 446 $ 572 $ 4 $ 792 $ 5,720
December 31, 2017 $ 107 - $ 372 $ (222) $ (30) $ 188 $ 415

Remaining recovery years
At December 31, 2016 5 to 10 years 0 years 10 to 45 years Indeterminate 4 years Indeterminate
At December 31, 2017 5 to 10 years 0 years 10 to 45 years Indeterminate 3 years Indeterminate

Absent rate regulation, net income would increase (decrease) by:
December 31, 2016 $ (4,019) $ 113 $ (446) $ (572) $ (4) $ (792) $ (5,720)
December 31, 2017 $ (107) - $ (372) $ 222 $ 30 $ (188) $ (415)
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9. REGULATORY ACCOUNTS - continued

Carry Forward Deferred Fuel Price Deferred Gains
Overhauls Adjustment And losses Total

(vii) (viii) (ix)

Cost:
At December 31, 2015 $ 25,536 $ 1,843 $ 4 - $ 27,383
Cost incurred 7,660 925 - - 8,585
Regulatory provision (728) - - - (728)
Disposals (3,411) - - - (3,411)
Contributions received (826) - (6) - (832)

At December 31, 2016 28,231 2,768 (2) - 30,997
Cost incurred 3,694 - - - 3,694
Regulatory provision (479) (2,768) - - (3,247)
Disposals (886) - - - (886)
Contributions received (665) - 50 - (615)

At December 31, 2017 $ 29,895 - $ 48 - $ 29,943

Accumulated amortization:
At December 31, 2015 $ 6,142 - - - $ 6,142
Amortization 386 - - - 386
Disposals (3,411) - - - (3,411)

At December 31, 2016 3,117 - - - 3,117
Amortization 2,135 - - - 2,135
Disposals 1,047) - - - 1,047)

At December 31, 2017 $ 4,205 - - - $ 4,205

Net book value:
At December 31, 2016 $ 25,114 $ 2,768 $ (2) - $ 27,880
At December 31, 2017 $ 25,690 - $ 48 - $ 25,738

Net increase (decrease) in regulatory deferral account debit balances (which are recognized in the net movement of regulatory deferral account balances
on the Statement of Operations and Other Comprehensive Income):
December 31. 2016 $ 5,720 $ 925 $ (6) - $ 6,639
December 31. 2017 $ 415 $ - $ 50 - $ 465

Remaining recovery years
At December 31, 2016 Indeterminate 1 year
At December 31, 2017 Indeterminate 1 year

Absent rate regulation, Net Income would increase (decrease) by:
December 31, 2016 $ (5,720) $ (925) $ 6 - $ (6,639)
December 31, 2017 $ (415) $ - $ (50) - $ (465)

(a) Regulatory deferral account debit balances 

(i) Feasibility studies and infrastructure planning
The Utility undertakes certain studies to determine the feasibility of a range of projects and infrastructure
proposals. While in progress, the costs of these studies are deferred within this account. Once the study is
completed, the costs are amortized over a prescribed number of years ranging between five and ten years
under regulatory reporting. In absence of rate regulation, IFRS would require these costs to be expensed as
incurred. 

(ii) IFRS planning
These deferred costs are associated with the conversion from previous GAAP to IFRS and are amortized
over a term of five years. In absence of rate regulation, IFRS would require these costs to be expensed as
incurred.
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9. REGULATORY ACCOUNTS - continued

(iii) Regulatory costs
These costs are associated with the YUB regulatory proceedings. The costs consist primarily of various rate
and project review proceedings but also include resource plans, hearing costs from before 2012 and
demand side management costs (consumer energy conservation program). The Utility is directed to defer
and amortize the costs over terms at the discretion of the YUB. In the absence of rate regulation, IFRS
would require these costs to be expensed as incurred. 

(iv) Vegetation management 
These deferred costs are annual brushing costs in excess of the maximum annual amount approved by the
YUB. Amortization of these costs has not yet been approved. In the absence of rate regulation, IFRS would
require these costs to be expensed as incurred. 

(v) Dam safety review
The Utility has a program of conducting safety reviews of its dams in accordance with standards set by the
Canadian Dam Association. External consultants are hired every five years with intermittent costs incurred in
the interim periods. These costs are being amortized over five years as approved by the YUB. In the
absence of rate regulation, IFRS would require these costs to be expensed as incurred.  

(vi) Uninsured losses
The YUB has approved the use of a deferral account for uninsured damages and injuries as a means of self-
insurance.  The account is maintained through an annual provision approved by the YUB and collected
through customer rates. Variances between the approved annual provision and actual costs incurred are
deferred until the following GRA or until a specific application is made to the YUB requesting recovery from
or refund to customers. In the absence of rate regulation, IFRS would require these costs to be expensed as
incurred. 

vii) Deferred overhauls 
Overhauls represent costs incurred to overhaul engines that are used in operations and these overhauls are
recorded as property, plant and equipment. The Utility was directed by YUB Order 2013-01 to defer all
overhaul costs incurred after 2011 until the Utility comes before the YUB for a prudence review and the costs
are approved to be depreciated. IFRS requires these completed overhauls to be considered in service and
they should be depreciated through net income. In addition, IFRS also requires that AFUDC would cease
when the overhaul is substantially ready for its intended purpose. As a result the AFUDC capitalized on
these completed overhauls of (2016 - $119,000) and the associated depreciation on these overhauls of
(2016 - $802,000) are shown as a regulatory deferral account debit balance. In the 2017 GRA filing the
Utility has asked to move all overhauls under the IFRS rules. 

(viii) Fuel price adjustment
OIC 1995/90 directs the YUB to permit the Utility to adjust electricity rates to reflect fluctuations in the price
of diesel fuel. The amount by which actual fuel prices vary from the YUB approved rates is deferred and
recovered from or refunded to customers in a future period. In the absence of rate regulation, IFRS would
require these costs to be expensed as incurred.  

(ix) Deferred gains and losses
Deferred gains and losses represent amounts from disposals of property plant and equipment. There are no
deferred gains or losses during any of the reporting years.
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9. REGULATORY ACCOUNTS - continued

Regulatory deferral account credit balances

Deferred Hearing Diesel Future removal
Insurance reserve Contingency and site Total
Proceeds Fund Restoration

(i) (ii) (iii) (iv)

Cost:
At December 31, 2015 $ 11,602 $ 561 $ 10,895 $ 4,367 $ 27,425
Cost incurred - (138) - (8) (146)
Regulatory provision - 550 - - 550
Cash received - - 1,054 - 1,054
Cash refunded - - (2,464) - (2,464)

At December 31, 2016 11,602 973 9,485 4,359 26,419
Cost incurred - (3) - (54) (57)
Regulatory provision - 53 - - 53
Cash received - - 2,072 - 2,072
Cash refunded - - (2,861) - (2,861)

At December 31, 2017 $ 11,602 $ 1,023 $ 8,696 $ 4,305 $ 25,626

Accumulated amortization:
At December 31, 2015 $ 6,111 - - - $ 6,111
Amortization 263 - - - 263
Disposals - - - - -

At December 31, 2016 6,374 - - - 6,374
Amortization 262 - - - 262
Disposals - - - - -

At December 31, 2017 $ 6,636 - - - $ 6,636

Net book value
At December 31, 2016 $ 5,228 $ 973 $ 9,485 $ 4,359 $ 20,045
At December 31, 2017 $ 4,966 $ 1,023 $ 8,696 $ 4,305 $ 18,990

Net (increase) decrease in regulatory deferral account credit balances (which are recognized in the net movement of regulatory deferral account balances
related to net income on the statement of operations and other comprehensive income):
December 31, 2016 $ 263 $ (412) $ 1,410 $ 8 $ 1,269
December 31, 2017 $ 262 $ (50) $ 789 $ 54 $ 1,055

Remaining recovery years
At December 31, 2016 20 years Indeterminate Indeterminate Indeterminate
At December 31, 2017 19 years Indeterminate Indeterminate Indeterminate

Absent rate regulation, net income would increase (decrease) by:
December 31. 2016 $ (263) $ 412 $ (1,410) $ (8) $ (1,269)
December 31. 2017 $ (262) $ 50 $ (789) $ (54) $ (1,055)
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9. REGULATORY ACCOUNTS - continued

(b) Regulatory deferral account credit balances

(i) Deferred insurance proceeds
The deferred insurance proceeds represents a gain on fire insurance proceeds related to a fire at the
Whitehorse Rapids Generating Station in 1997 which, pursuant to YUB Order 2000-3, is being amortized to
income at the same rate as depreciation of the related replacement assets.  In the absence of rate
regulation, IFRS would have required the gain to have been fully recognized as income in the year received. 

(ii) Hearing reserve
Pursuant to YUB Order 2013-01, the Utility has established a deferral account for future regulatory hearing
costs. In accordance with the order the Utility recognized a provision of $550,000 of hearing costs each year
from 2012 to 2016.  Actual hearing costs are applied to this regulatory deferral account. Variances between
the annual provision and actual costs are deferred until the following GRA or until a specific application is
made to the YUB requesting recovery or a refund to customers. In the absence of rate regulation, IFRS
would require hearing costs to be expensed as incurred.   At December 31, 2016, the Hearing Cost Reserve
account had a balance of $973,000.  As part of Yukon Energy’s 2017-2018 GRA, the Utility proposed the
balance be amortized over a five year period ($195,000 per year).  In addition, the Utility proposed to
decrease the annual provision from $550,000 to $250,000.  

(iii) Diesel Contingency Fund and Energy Reconciliation Adjustment
The Diesel Contingency Fund ("DCF") was established by YUB Order 1996-6. The DCF is used to
reimburse the Utility for costs associated with diesel generation required when there is a diesel cost variance
due solely to water-related hydro and wind generation variances from YUB approved GRA forecasts. 

The DCF attracts interest based upon short/intermediate term bond rates. Any negative balance attracts
interest at the lowest short-term bond rates available to the Utility through its line of credit. The Utility is
required to file quarterly reports with the YUB on the DCF's activity.

As part of the 2012/13 GRA, the Utility filed for changes to the DCF and Energy Reconciliation Adjustment
("ERA") provisions of the Wholesale Primary Rate Schedule. The YUB deferred a decision on these two
issues pending further consultation with affected utilities and a separate proceeding to review the impacts of
proposed changes. 

In January 2014, the Utility filed an application to revise the DCF and ERA with the YUB.  A decision was
delivered February 6, 2015.  In accordance with YUB Order 2015-01, the Utility defers recognition of the
additional amounts collected from rate payers when the cost of diesel consumed in the period is less than
the long-term average diesel requirements estimated for the actual annual generation load. These deferred
revenues are recognized as revenue in the period when the cost of diesel fuel incurred for the period is
greater than the long-term average diesel requirements and the reason for the shortfall is a shortage of
water in the hydro system. The YUB has set a cap of +/- $8 million for the DCF. If the balance falls outside of
this range, the Utility is to make an application to the YUB requesting recovery or a refund to customers. In
accordance with YUB Order 2015-06, the Utility is providing a refund to the customers of 0.68 cents/kWh
effective September 1, 2015. 
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9. REGULATORY ACCOUNTS - continued

(iii) Diesel Contingency Fund and Energy Reconciliation Adjustment - continued

In the 2012/13 GRA, the Utility applied to reactivate the ERA provision in the Wholesale Primary Rate
Schedule. In YUB Order 2015-06, the YUB rejected the proposal and as a result the Utility eliminated the
ERA balances in accounts receivable and accounts payable for the years ended December 31, 2015 and
2014.    

In the absence of rate regulation, IFRS would require any amounts earned or incurred related to the DCF to
be included in the Utility's net income in the year incurred. 

(iv) Future removal and site restoration costs 
The Utility maintains a regulatory provision for future removal and site restoration related to property plant
and equipment, which is incremental to that required to be recognized as an asset retirement provision
under IAS 37. The reserve has been established through amortization rates approved by the YUB. The
amortization rates supporting the provision are based upon depreciation studies conducted periodically by
the Utility. As a result of the YUB Order 2005-12, effective January 1, 2005, the provision is not to exceed
the cumulative value of the provision at December 31, 2004 of $5,757,000. YUB Order 2005-12 also directs
the Utility to notify interveners and interested parties when the balance of the provision reaches $2,000,000. 

Costs of dismantling capital assets, including site remediation, will be applied to this regulatory deferral
account credit balance if they do not otherwise relate to an asset retirement provision. The period over which
the provision will be reduced is dependent on the timing of future costs of demolishing, dismantling, tearing
down, site restoration or otherwise disposing of the asset net of actual recoveries, and is therefore
indeterminate. In the absence of rate regulation, IFRS would require these costs to be expensed or included
in the gain or loss on disposal of the related property, plant and equipment, as applicable. 

(c) Regulatory account expenses

Regulatory account expenses represent costs incurred related to regulatory account debit balances of
$3,441,000 (2016 - $8,585,000) and regulatory account credit balances of $58,000 (2016 - $146,000). Total
regulatory expenses were $3,499,000 (2016 - $8,731,000) and all these amounts were paid during the year. 

(d) Net movement in regulatory deferral account balances related to net income

Net movement in regulatory deferral account balances related to net income is $1,681,000 (2016 –
$(7,908,000)) represents the adjustment to the net income for the year before net movement in regulatory
deferral account balances for the effects of rate regulation in accordance with IFRS 14. The net movement
figure of $7,908,000 is comprised of higher net income of $(626,000) and $(1,055,000) for both regulatory
account debit balances and regulatory account credit balances for rate regulation compared to the amounts
that would be recorded under IFRS. The net movement figure of $(7,908,000) for 2016 is comprised of lower
net income of $(6,639,000) and $(1,269,000) for both regulatory account debit balances and regulatory
account credit balances for rate regulation compared to the amounts that would be recorded under IFRS. 
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10. BANK INDEBTEDNESS

The Utility has access to a permanent $10 million line of credit. Effective August 25, 2017, the line of credit
was increased temporarily to $22 million.  The temporary increase expires August 24, 2018.  The account
accrues interest on withdrawals at prime rate minus 0.75% per annum. The amount outstanding on the line
of credit balance at year end was $9.6 million (2016 - $2.5 million). 

11. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

December 31 December 31
2017 2016

Trade payables $ 7,404 $ 7,138
Employee compensation 1,328 989
Due to related parties (Note 19) 812 199
Other 1,301 209

$ 10,845 $ 8,535

12. CONSTRUCTION FINANCING
December 31 December 31

2017 2016

Construction financing, due December 31, 2017
bearing interest at 1.33%
approved to a maximum of $8.4 million $ - $ 8,400

Construction financing, due December 31, 2017
bearing interest at 1.40%
approved to a maximum of $14 million - 13,985

Construction financing, due December 31, 2018
bearing interest at 2.139%
approved to a maximum of $8.4 million 8,400 -

Construction financing, due December 31, 2018
bearing interest at 2.139%
approved to a maximum of $14 million 13,985 -

$ 22,385 $ 22,385

Construction financing balances are monies advanced from the Parent to assist in the development of the
Utility's infrastructure. Interest is payable annually at December 31 and at the maturity date.

During the year the Utility did not make any principal repayments.   
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13. LONG-TERM DEBT

The Utility's long-term debt is summarized as follows:
December 31 December 31

2017 2016

Yukon Development Corporation
$92,458,473 term note bearing interest at 2.40% repayable in annual

installments of $3,683,800 principal, plus accrued interest with the
balance of $77,726,473 due December 31, 2019 $ 81,407 $ 85,091

$21,900,000 flexible term note bearing interest up to 5.46% repayable
in annual installments of $336,923 principal, plus accrued interest
with the balance of $8,423,078 due December 31, 2051 (i) 19,878 20,215

$5,505,000 term note bearing interest at 2.40% interest only
payable annually, due December 31, 2039 5,505 5,505

$20,984,404 term note bearing interest at 2.21% repayable
in annual installments of $839,376 principal, plus accrued interest
with the balance due December 31, 2040 19,306 20,145

$12,136,000 term note bearing interest at 2.10% interest only
payable annually, due December 31, 2041 (ii) 12,136 12,136

TD Bank
The Utility entered into an interest rate swap to convert the interest rate on 
the Bankers' Acceptances amounts from a variable interest rate based on
the Bankers' Acceptances rates to a fixed rate of 2.69% per annum. Payable
in monthly installments of $50,407 interest and principal with the balance 

due on December 28, 2022 (iii) 9,348 9,697

Carmacks Stewart First Nation Liability
Long-term liability payable to several First Nations related to the 
building of the Carmacks Stewart Transmission Line.  These are non-

interest bearing, repayable in varying installments, due in 2028 191 220

147,771 153,009

Less current portion 5,248 5,238

$ 142,523 $ 147,771
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13. LONG-TERM DEBT - continued

(i) $21,900,000 Flexible Term Note
The terms of the flexible term note provide for a maximum amount of interest payable within a
calendar year, calculated based on the actual grid generation on the electrical grid system connected
with the Mayo Hydro Enhancement Project.  The amount of interest payable as a result of the interest
rate exceeding the maximum interest payable will abate forever. The actual interest rate on this
flexible note was 0.81% (2016 - 0.81%).

(ii) Debt Refinancing
On December 31, 2016, the Utility entered into an agreement with YDC to convert $9,295,000 of
existing construction financing with YDC into long-term debt (Notes 11 and 12) and borrow $2,841,000
declared as a dividend to YDC at year end to maintain its capital structure (Note 25). 

(iii) TD Bank Loan and Interest Rate Swap
On December 28, 2012, the Utility entered into a loan and interest rate swap with TD Bank to arrange
financing for the purpose of continuing to develop the electrical infrastructure in the Yukon. The
interest rate swap matures December 28, 2022.

Long-term debt repayment
Scheduled repayments for all long-term debt are as follows:

2018 $ 5,218
2019 79,283
2020 1,570
2021 1,570
2022 9,074
Thereafter 51,056

$ 147,771

The change in long-term debt arising from financing activities during the year related to principal repayment
of $5,238. An amount of $5,248 was reclassified from long-term debt to current portion of long-term debt due
to the passage of time.

Fair value
The fair value of long-term debt at December 31, 2017 is $146 million (2016 - $154 million). The fair value
for all long-term debt including current portions was estimated using discounted cash flows based on an
estimate of the Utility's current borrowing rate for similar borrowing arrangements.
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14. POST-EMPLOYMENT BENEFITS

Characteristics of benefit plans
The Utility sponsors a defined benefit pension plan for employees joining the Utility before January 1, 2002
and a defined benefit pension plan for a former executive. Benefits provided are calculated based on length
of pensionable service, pensionable salary at retirement age and negotiated rates. 

Employees joining the Utility after January 1, 2002 are not eligible to participate in the employee defined
benefit pension plan. The Utility makes contributions to a Registered Retirement Savings Plan (“RRSP”) on
behalf of these employees and employees hired before January 1, 2002 who belonged to the employee
defined benefit plan and elected to opt out of that plan. The RRSP is a defined contribution plan. The costs
recognized for the period are equal to the Utility’s contribution to the plan.  During 2017, these were
$454,000 (2016 - $448,000).

The employee defined benefit pension plan and the defined benefit pension plan for a former executive are
regulated by the Office of the Superintendent of Financial Institutions (OSFI) through the Pension Benefits
Standards Act and regulations. This Act and accompanying regulations impose, among other things,
minimum funding requirements.

These minimum funding requirements require the Utility make special payments as prescribed by the OSFI
to repay any unfunded liability or deficit that may exist. For the employee defined benefit pension plan the
Utility is required to pay $87,300 as a minimum annual payment in each of the next 12 years (2016 -
$225,300 in each of the next 12 years).

A committee of the Utility's Board of Directors oversees these plans and is responsible for the investment
policy with regard to the assets of these funds.

Risks associated with defined benefit plans
The defined benefit pension plans expose the Utility to risk such as investment risk and actuarial risk.
Investment risk is the risk that the assets invested will be insufficient to meet expected benefits. Actuarial
risk is the risk that benefits paid will be more than expected. There are no particular unusual, entity-specific
or plan-specific risks or any significant concentration of risk.

31

DRAFT

Yukon Energy Corporation 
2017-2018 General Rate Application 

UCG-YEC-2-42 Attachment 1

April 6, 2018 A-30



Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2017

14. POST-EMPLOYMENT BENEFITS - continued

Net defined benefit liability
December 31 December 31

2017 2016

Present value of benefit obligations
Balance, beginning of year $ 22,980 $ 20,793
Employee Contributions 84 84
Current service cost 543 493
Interest cost 910 868
Benefits paid (559) (458)
Actuarial losses (gains) on experience (755) 539
Actuarial losses (gains) on financial assumptions 1,572 661

Balance, end of year $ 24,775 $ 22,980

Fair value of plan assets
Balance, beginning of year 17,113 15,357
Interest income on plan assets 671 638
Gains (losses) on plan assets 688 716
Employee contributions 84 84
Employer contributions 673 781
Benefits paid (521) (421)
Administrative costs (50) (42)

Balance, end of year 18,658 17,113

Net defined benefit liability $ 6,117 $ 5,867

Components of benefit plan cost:
December 31 December 31

2017 2016
Current service cost $ 543 $ 493
Interest cost 910 868
Interest income on plan asset (671) (638)
Administrative costs 50 42

Defined benefit expense in Statement of Operations 832 765
Defined contribution expense 77 448

Total benefit expense in Statement of Operations $ 909 $ 1,213

Actuarial losses (gains) on obligation 765 1,200
(Gains) losses on plan assets (688) (717)

Total re-measurements included in Other Comprehensive Income 77 483

Total benefit costs recognized in Statement of 
Operations and Other Comprehensive Income 986 1,696
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14. POST-EMPLOYMENT BENEFITS - continued

Distribution of plan assets of defined benefit pension plans
The fair value of the defined benefit pension plans' assets are based on market values as reported by the
defined benefit pension plans' custodians as at each applicable Statement of Financial Position date. The
distribution of assets by major asset class is as follows:

December 31, 2017 December 31, 2016
Equities 51.8% 54.9%
Fixed income securities 38.5% 35.9%
Real estate 9.7% 9.2%

Significant assumptions:
December 31, 2017 December 31, 2016

Discount rate - accrued benefit obligation 3.40 - 3.50% 3.90 - 4.00%
Assumed rate of salary escalation 2.80 - 3.50% 2.80 - 3.50%
Pension growth 2.00 - 2.50% 2.00 - 2.50%

Sensitivity analysis of the defined benefit pension plans:
The sensitivities of each key assumptions used in measuring accrued benefit obligations at each Statement
of Financial Position date have been calculated independently of changes in other key assumptions. Actual
experience may result in changes in a number of assumptions simultaneously. The sensitivity analysis has
been determined based on reasonably possible changes of the respective assumptions occurring at the end
of the reporting period. The mortality assumptions are based on the 2014 Canadian Pensioner Mortality
Private Table projected with full generational mortality improvements using scale B.

Assumptions and sensitivity as at December 31, 2017
Assumption +1% -1% +1% -1%

Discount rate -14.29% 18.14% $ (3,540) $ 4,494
Salary growth 2.18% -2.07% 508 (483)
Pension growth 14.48% -11.93% 3,378 (2,784)
Life expectancy (1 year movement) 2.63% -2.64% 652 (655)

Assumptions and sensitivity as at December 31, 2016
Assumption +1% -1% +1% -1%

Discount rate -14.1% 17.9% $ (3,241) $ 4,129
Salary growth 2.5% -2.4% 550 (521)
Pension growth 14.2% -11.7% 3,071 (2,537)
Life expectancy (1 year movement) 2.4% -2.4% 555 (559)
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14. POST-EMPLOYMENT BENEFITS - continued

The sensitivity analysis presented above may not be representative of the actual change in the defined
benefit obligation as it is unlikely that the change in assumptions would occur in isolation of one another as
some of the assumptions may be correlated.

Furthermore, in presenting the above sensitivity analysis, the present value of the defined benefit obligation
has been calculated using the projected unit credit method at the end of the reporting period, which is the
same that is applied in calculating the defined benefit obligation liability recognized in the Statement of
Financial Position. 

The Utility pays the balance of the cost of the Plan over the employee contributions, as determined by the
actuary. Members are required to contribute 3.5% of earnings up to the Year’s Maximum Pensionable
Earnings (YMPE) plus 5% of earnings above the YMPE. Permanent part-time members will have required
contributions as above multiplied by their permanent part-time service ratio. Employees can make additional
contributions to purchase ancillary benefits. Members choose the ancillary benefit on termination of service
or on retirement.

The average duration of the benefit obligation is 16.0 years (2016 - 16.0 years). The Utility expects to make
payments of $672,000 (2016 - $706,000) to the defined benefit plans during the next financial year.

15. CONTRIBUTIONS IN AID OF CONSTRUCTION

Government Parent Customer Yukon Pre-1998 Total
of Canada since 1998 since 1998 Government contributions

since 1998

Cost:
At December 31, 2015 $ 71,000 $ 91,810 $ 24,579 $ 11,040 $ 1,739 $ 200,168
Additions - - 274 58 - 332

At December 31, 2016 71,000 91,810 24,853 11,098 1,739 200,500
Additions - - 41 291 - 332

At December 31, 2017 $ 71,000 $ 91,810 $ 24,894 $ 11,389 $ 1,739 $ 200,832

Accumulated amortization:
At December 31, 2015 $ 4,039 $ 7,911 $ 8,761 $ 1,625 $ 1,292 $ 23,628
Amortization 990 1,680 1,179 209 44 4,102

At December 31, 2016 5,029 9,591 9,940 1,834 1,336 27,730
Amortization 991 1,612 1,255 213 43 4,114

At December 31, 2017 $ 6,020 $ 11,203 $ 11,195 $ 2,047 $ 1,379 $ 31,844

Net book value:
At December 31, 2016 $ 65,971 $ 82,219 $ 14,913 $ 9,264 $ 403 $ 172,770
At December 31, 2017 $ 64,980 $ 80,607 $ 13,699 $ 9,342 $ 360 $ 168,988

The sources of contributions received prior to 1998 were not recorded separately.
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16. DECOMMISSIONING FUND
December 31 December 31

2017 2016

Opening balance $ 2,636 $ 2,612
Interest 29 24

Closing balance $ 2,665 $ 2,636

17. SALES OF POWER
2017 2016

Wholesale $ 35,334 $ 28,641
Industrial 5,298 4,506
General service 4,924 4,359
Residential 2,494 2,040
Secondary sales 635 371
Sentinel and street lights 104 96

$ 48,789 $ 40,013

18. OPERATIONS AND MAINTENANCE EXPENSES
2017 2016

Regulatory account expenses (Note 9 (c)) $ 3,751 $ 8,731
Wages and benefits 6,182 5,955
Contractors 3,176 1,692
Materials and consumables 1,335 1,173
Fuel 2,911 1,168
Travel 352 311
Rent 436 234
Communication 69 58

$ 18,212 $ 19,322
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19. ADMINISTRATION EXPENSES
2017 2016

Wages and benefits $ 5,711 $ 5,737
Materials, consumables and general 1,007 2,273
Insurance and taxes 1,816 1,812
External labour 1,231 1,189
Licences and fees 711 658
Travel 181 171
Board fees 55 83

$ 10,712 $ 11,923

20. RELATED PARTY TRANSACTIONS

The Utility is related in terms of common ownership to all YG departments, agencies and Territorial
Corporations. Transactions are entered into in the normal course of operations with these entities. All sales
transactions are recorded at the rates approved by the YUB.

Interim Electrical Rebate program revenues are received from YDC in accordance with terms established by
YG which established the program to protect certain ratepayers. These revenues are included in sales of
power on the Statement of Operations and Other Comprehensive Income.

The following table summarizes the Utility's related party transactions for the year:

2017 2016

Revenue
Sales of service to YDC $ 4 $ 6
Rate subsidy received from YDC 299 299
Funding from YDC - 825

Operating expenses
Interest expense on borrowings from YDC $ 3,957 $ 3,220

Dividend to YDC $ - $ 2,841

Other receipts
Construction financing from YDC - 8,400

Other payments
Repayment of long-term debt from YDC $ 4,860 $ 4,860
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20. RELATED PARTY TRANSACTIONS - continued

Other related party transactions and balances are as disclosed elsewhere in these financial statements
(Notes 11 and 12).

Funding from YDC of $825,000 is for feasibility studies for the Stewart Keno Transmission Line.

At the end of the year, the amounts receivable from and due to related parties are as follows:

December 31 December 31
2017 2016

YDC
Accounts receivable $ 30 $ 28
Accounts payable 442 167
Construction financing 22,385 22,385
Current portion of long-term debt 4,860 4,860
Long-term debt 133,373 138,233

YG
Accounts receivable $ 343 $ 62
Accounts payable 42 32

These balances are non-interest bearing and payable on demand except for construction financing and
long-term debt.

Transactions with Key Management Personnel
The Utility's key management personnel include members of the senior management team and the Board of
Directors, a total of 16 individuals (2016 - 18 individuals). Key management personnel compensation is as
follows:

Year ended December 31 2017 2016

Short-term employee benefits $ 1,591 $ 1,537
Post-employment benefits 182 59

$ 1,773 $ 1,596
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21. COMMITMENTS

Aishihik water licence
The Yukon Water Board issued a water use licence in 2002, valid until December 31, 2019, for the Utility's
Aishihik Lake facility. In addition to maintaining a minimum and maximum water level, this licence commits
the Utility to meet a number of future requirements including annual fish monitoring programs.

Fish monitoring programs are also required under an authorization provided by the federal government
Department of Fisheries and Oceans, which is valid until December 31, 2019. The costs of meeting these
requirements are accounted for as water licence costs in the year they are paid. 

Contractual obligations
The Utility has entered into contracts to purchase products or services for which the liability has not been
incurred as at December 31, 2017 as the product or service had not been provided. The total commitments
at year end are $6,101,000 (2016 - $1,754,000). 

22. CONTINGENCIES

Aishihik Third Turbine Project  
This project was commissioned into service in December 2011. On March 2, 2012, the general contractor
filed a claim with the Supreme Court of Yukon for $4,000,000 plus interest and costs alleging the Utility has
not paid for work performed. During 2016, the judge awarded the plaintiff $1,682,000 of which $1,308,000
had already been accrued for in the financial statements. The Utility is also required to reimburse the plaintiff
for its legal costs and interest. The Utility has recognized an estimate for this amount as a liability in the
Statement of Financial Position. The Utility has appealed the decision.  The outcome of the appeal is not
determinable at this time and no estimate of appeal settlement has been recognized in the financial
statements.   

Asset Retirement Obligations
The Utility has not recognized a provision for the closure and restoration obligations for certain generation,
transmission and distribution assets which the Utility anticipates maintaining and operating these assets for
an indefinite period, making the date of retirement of these assets indeterminate. These significant
uncertainties around the timing of any potential future cash outflows are such that a reliable estimate of the
liability is not possible at this time. A provision will be recognized when the timing of the retirement of these
assets can be reasonably estimated.

23. PROVISION FOR ENVIRONMENTAL LIABILITIES

The Utility's activities are subject to various federal and territorial laws and regulations governing the
protection of the environment or to minimize any adverse impact thereon. The Utility conducts its operations
so as to protect public health and the environment and believes its operations are materially in compliance
with all applicable laws and regulations. 

The Utility has conducted environmental site assessments at all its diesel plant sites. At sites where
environmental contamination was found and a legal obligation to remediate the site existed, the Utility has
conducted a full remediation. As at December 31, 2017 no new provisions for environmental liabilities, for
which a legal obligation exists to remediate, have been identified by the Utility. The Utility will continue to use
its Environmental Management System to monitor and assess previous and potential existing environmental
liabilities on an ongoing basis. The Utility does not have a provision for environmental liabilities as there is no
present obligation to remediate.  
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24. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

At December 31, 2017, the Utility's financial instruments included cash, accounts receivable, accounts
payable and accrued liabilities, construction financing, long-term debt and interest rate swaps. The fair value
of cash, accounts receivable, accounts payable and accrued liabilities and construction financing
approximate their carrying value due to the immediate or short-term maturity of these financial instruments.

The long-term debt is accounted for at amortized cost using the effective interest rate method. The fair value
of the long-term debt is estimated by discounting the future cash flows using current rates for debt
instruments subject to similar risks and maturities as disclosed in Note 12.  

Interest rate swaps are financial contracts that derive their value from changes in an underlying variable.
The Utility’s interest rate swaps are classified as held for trading and are recognized at their fair value on the
date the contract has been entered into. Any subsequent unrealized and realized gains and losses are
reported in net income during the period in which the fair value movement occurred. The fair value of the
interest rate swaps is estimated using standard market valuation techniques and is provided to the Utility by
the financial institution that is the counterparty to the transactions. 

The Utility did not engage in any other hedging transactions.

Interest rate risk
Interest rate risk is the risk that future cash flows or fair value of a financial instrument will fluctuate due to
changes in market interest rates. The Utility's future cash flows are not exposed to significant interest rate
risk due to its long-term debt having fixed interest rates, with the exception of the Bankers' Acceptances from
the TD Bank. The Bankers' Acceptances have had the variable rate converted to a fixed rate using an
interest rate swap to eliminate the interest rate risk.

As at December 31, 2017, the Utility had an interest rate swap agreement in place with a notional principal
amount of $9.4 million (2016 - $9.7 million). The agreement effectively changes the Utility’s interest rate
exposure on this notional amount from a floating rate to a fixed rate of 2.69%.

The fair value of the interest rate swap agreement on December 31, 2017 was a liability of $56,000 (2016 -
liability of $409,000). The increase in the fair value in 2017 of $353,000 (2016 – increase of $144,000) is
recognized on the Statement of Operations and Other Comprehensive Income as an unrealized gain or loss.
A 100 basis point increase or decrease in the interest rate assumption would have resulted in an
increase/decrease in the interest rate swap agreements fair value of $401,000 (2016 - $498,000).  

The Utility has access to a $10 million line of credit. Effective August 25, 2017, the line of credit was
increased temporarily to $22 million.  The temporary increase expires August 24, 2018. The account accrues
interest on withdrawals at prime rate minus 0.75% per annum. By agreement the financial institution has a
legally enforceable right to set off the outstanding balance under the line of credit by cash balances in other
accounts with the same bank. The amount outstanding on the line of credit balance at year end was $10.1
million (2016 - $2.5 million). The Utility has cash balances with the same financial institution of $2.8 million
(2016 - $2.8 million). Due to the short-term nature of the amount drawn on the line of credit and the Utility's
cash balances with the same financial institution, the interest rate risk is minimal.

Credit risk
Credit risk is the risk of failure of a debtor or counterparty to honour its contractual obligations resulting in
financial loss to the Utility.  
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24. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS - continued

The following table illustrates the maximum credit exposure to the Utility if all counterparties defaulted:

December 31 December 31
2017 2016

Cash $ - $ 551
Accounts receivable 12,427 5,873

$ 12,427 $ 6,424

Credit risk on cash is considered minimal as the Utility's cash deposits are held by a Canadian Schedule 1
Chartered bank.

Credit risk on accounts receivable is considered minimal as the Utility has experienced insignificant bad debt
in prior years. In addition, its primary customer is a rate regulated utility that purchases power from the Utility
for resale and as such these receivables are considered fully collectible. Included in the accounts receivable
past due but not impaired at December 31, 2017 are $1,222,000 (2016 - $257,000) which management
believes will be received in full. 

Liquidity risk
Liquidity risk is the risk that the Utility will not be able to meet its financial obligations as they fall due. The
Utility manages liquidity risk through regular monitoring of cash and currency requirements by preparing
cash flow forecasts to identify financing requirements.  The Utility's approach to managing liquidity is to
ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under
both normal and stressed conditions, without incurring unacceptable losses or risking damage to the Utility's
reputation.

The Utility's largest current liability is current portion long-term debt which is predominantly due to the parent,
and the Utility has successfully renegotiated this debt in prior years. In addition, rate regulation assists the
Utility with liquidity management by providing consistent revenues and a consistent debt to equity ratio.

Fair values
The following table illustrates the fair value hierarchy of the Utility's financial instruments as at December 31,
2017:

Quoted prices in Other observable Unobservable
active markets inputs inputs 
(Level 1) (Level 2) (Level 3) Total

Derivative related liability  - $56       - $56
Long-term debt - $148,000 $148,000
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24. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS - continued

The following table illustrates the fair value hierarchy of the Utility's financial instruments as at December 31,
2016:

Quoted prices in Other observable Unobservable
active markets inputs inputs 
(Level 1) (Level 2) (Level 3) Total

Derivative related liability         - $409       -   $409
Long-term debt - -    $154,000 $154,000

25.  CAPITAL MANAGEMENT

The Utility’s capital is its shareholder's equity which is comprised of share capital, contributed surplus and
retained earnings. The Utility manages its equity by managing revenues, expenses, assets and liabilities to
ensure the Utility effectively achieves its objectives while remaining a going concern.

The Utility monitors its capital on the basis of the ratio of total debt to total capitalization. Debt is calculated
as total borrowings, which is comprised of long-term debt, including the portion of long-term debt due within
one year. Short term debt related to assets under construction at the Statement of Financial Position date is
excluded from the calculation of total debt, as the assets are similarly excluded from the determination of
rate base. In addition the provision for decommissioning of the Minto Mine spur line has been added (Note
15). Total capitalization is calculated as total debt plus total shareholder’s equity as shown on the Statement
of Financial Position. The Utility maintains a balance in retained earnings as an indicator of the Utility's
equity position. 

The Utility has a policy which defines its capital structure at a ratio of 60% debt and 40% equity. This policy
has been reviewed and accepted by the YUB.
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25.  CAPITAL MANAGEMENT - continued

The table below summarizes the Utility’s total debt to total capitalization position:
December 31

2017 2016

Long-term debt due within one year   $ 5,248    $ 5,238  
Long-term debt  142,523   147,771

Total debt 147,771 153,009
Add provision for decommissioning of industrial 
             customer spur line 2,665 2,636

Total debt to include in the calculation $ 150,436 $ 155,645

Share capital $ 39,000 $ 39,000
Contributed surplus 14,600 14,600
Retained earnings 61,075 51,034

Total shareholder's equity  114,675   104,634

Total capitalization $ 265,111   $ 260,279

Total debt to total capitalization %57  %60

There were no changes in the Utility’s approach to capital management during the period.
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Yukon Energy Corporation
Statement of Operations and Other Comprehensive Income
(in thousands of Canadian dollars)

For the year ended December 31 2016 2015

Revenues 
Sales of power (Note 16) $ 40,013 $ 40,948
Funding from parent (Note 19) 825 6,135
Other 287 383

41,125 $ 47,466

Operating expenses
Operations and maintenance (Note 17) 19,322 17,376
Administration (Note 18) 11,923 9,891
Depreciation and amortization (Notes 7 and 8) 11,262 10,438

42,507 37,705

(Loss) Income from operations (1,382) 9,761

Other income
Allowance for funds used during construction 819 714
Amortization of contributions in aid of construction (Note 14) 4,102 3,624
Unrealized gain on interest rate swap (Note 23) 144 -

5,065 4,338

Other expenses
Interest on borrowings 3,536 3,319
Unrealized loss on interest rate swap (Note 23) - 340

3,536 3,659

Net income for the year before net movements in regulatory deferral
account balances 147 10,440
Net movement in regulatory deferral account balances 
related to net income (Note 9 (d)) 7,908 (2,725)

Net income for the year and net movements in 
regulatory deferral account balances 8,055 7,715
Other Comprehensive Income (Note 3 (o))

Item that will not be reclassified to net income in subsequent periods
Re-measurement of defined benefit pension plans (Note 13) (483) 512

Total comprehensive income for the year $ 7,572 $ 8,227

The accompanying notes are an integral part of these financial statements.
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Yukon Energy Corporation
Statement of Changes in Equity
(in thousands of Canadian dollars)

Share Capital Accumulated
Number $ Contributed Retained other comprehensive

of shares surplus earnings income (loss) Total

Balance at December 31, 2014 3,900 $ 39,000 $ 14,600 $ 38,076 - $ 91,676
Net income for the year and net movement
in regulatory deferral account balances - - - 7,715 - 7,715
Other comprehensive income - - - - 512 512
Transfer of re-measurement of defined benefit
pension plans to retained earnings - - - 512 (512) -

Balance at December 31, 2015 3,900 $ 39,000 $ 14,600 $ 46,303 - $ 99,903
Net income for the year and net movement
in regulatory deferral account balances - - - 8,055 - 8,055
Other comprehensive income - - - - (483) (483)
Transfer of re-measurement of defined benefit
pension plans to retained earnings - - - (483) 483 -
Dividends - - - (2,841) - (2,841)

Balance at December 31, 2016 3,900 $ 39,000 $ 14,600 $ 51,034 - $ 104,634

The accompanying notes are an integral part of these financial statements.
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Yukon Energy Corporation
Statement of Cash Flows
(in thousands of Canadian dollars)

For the year ended December 31 2016 2015

 Operating activities
Cash receipts from customers $ 40,814 $ 42,072
Cash receipts from parent 825 2,000
Cash receipts from contributions in aid of construction 332 739
Cash paid to suppliers (17,464) (16,906)
Cash paid to employees (11,640) (11,341)
Interest paid (3,473) (3,319)

Cash provided by operating activities 9,394 13,245

 Financing activities
Receipt of construction financing 8,400 11,200
Repayment of construction financing - (8,400)
Issuance of long-term debt - 20,984
Repayment of long-term debt (6,067) (5,455)

Cash provided by financing activities 2,333 18,329

  Investing activities
Additions to property, plant and equipment (11,530) (28,024)
Additions to intangible assets (1,318) (707)

Cash used in investment activities (12,848) (28,731)

Net (decrease) increase in cash (1,121) 2,843

Cash, beginning of year 1,672 (1,171)

Cash, end of year $ 551 $ 1,672

The accompanying notes are an integral part of these financial statements.

8

Yukon Energy Corporation 
2017-2018 General Rate Application 

UCG-YEC-2-43 Attachment 1

April 6, 2018 Page A-8



33Yukon Energy 2016 Annual Report

Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2016

1. NATURE OF OPERATIONS

a) General
Yukon Energy Corporation ("the Utility") is incorporated under the Yukon Business Corporations Act and is a
wholly-owned subsidiary of Yukon Development Corporation ("YDC" or "the Parent"), a corporation owned by
the Yukon Government ("YG" or "the Government"). The Utility generates, transmits, distributes and sells
electrical energy in the Yukon. The Utility is not subject to income taxes. The Utility's principal place of
business is located at #2 Miles Canyon Road, Whitehorse, Yukon, Y1A 6S7.

The Utility is subject to overall regulation by the Yukon Utilities Board (YUB) and specific regulation by the
Yukon Water Board.  Both boards are consolidated by the Government and as such are considered to be
related parties for accounting purposes. Management has assessed that these boards operate independently
from the Utility from a rate setting and operating perspective.

b) Rate regulation
The operations of the Utility are regulated by the YUB pursuant to the Public Utilities Act. The Utility 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. There is no
minimum requirement for the Utility to appear before the YUB to review rates. However, the Utility is not
permitted to charge any rate for the supply of power that is not approved by an Order of the YUB. As actual
operating conditions may vary from forecast, actual returns achieved can differ from approved returns. 

The regulatory hearing process used to establish or change rates typically begins when the Utility files a
General Rate Application (GRA) for its proposed electricity rate changes over the next one or two forecast
years. The YUB must ensure that its decision, which fixes electricity rates, complies with appropriate
principles of rate making, all relevant legislation including the Public Utilities Act and directives issued by the
YG through Orders-In-Council ("OIC") that specify how the interests of the customer and Utility are to be
balanced.

The YUB typically follows a two-stage decision process. In the first stage, the total costs that the Utility
expects it will incur to provide electricity to its customers over the immediate future are reviewed and
approved. The approval of these costs determines the total revenues the Utility is allowed to collect from its
customers. It is the responsibility of the YUB to examine the legitimacy of three classes of costs:

 the costs to the Utility to run its operations and maintain its equipment (personnel and materials);
 the cost associated with the depreciation of all capital equipment; and 
 the return on rate base (the borrowing costs related to borrowing that portion of rate base which is

financed with debt plus the costs to provide a reasonable rate of return on that portion of rate base
which is financed with equity).

The YUB assesses the prudency of costs added to rate base, which includes an allowance for funds used
during construction ("AFUDC") charged to capital projects. The YUB also reviews the appropriateness of
property, plant and equipment depreciation rates, which are periodically updated by the Utility through
depreciation studies.  

In the second stage, the YUB approves how the revenue will be raised. This stage essentially determines the
electricity rates for the various customer classes in the Yukon: residential, government, commercial and
industrial. This process is guided mainly by requirements of OIC 1995/90 and can include a cost-of-service
study which allocates the Utility's overall cost of service to the various customer classes on the basis of
appropriate costing principles. 
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Notes to Financial Statements
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December 31 2016

1. NATURE OF OPERATIONS - continued

c) Water regulation
The Yukon Water Board, pursuant to the Yukon Waters Act, decides if and for how long the Utility will have a
water license for the purposes of operating hydro generation stations in the Yukon. The licenses will also
indicate terms and conditions for the operation of these facilities.

d) Capital structure
The Utility's policy which has been approved by the YUB is to maintain a capital structure of 60% debt and
40% equity (Note 24). Dividends are normally declared annually to the Parent and are typically loaned back in
order to maintain this ratio during normal on-going operations. When large assets are purchased or
constructed, the Parent may be required to make an equity or capital contribution.

2. BASIS OF PRESENTATION

a) Statement of compliance
These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board ("IASB"). 

These financial statements were authorized for issue by the Board of Directors on May 10, 2017.

b) Basis of measurement 
The financial information included in the financial statements has been prepared on a historical cost basis,
except for financial instruments which are measured at fair value.  

3. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied to all periods presented in these financial
statements. 
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

a) Revenue recognition
All revenues are recognized in the period earned. Revenue from the sale of power is recognized based on
cyclical meter readings. Sales of power includes an accrual for electricity deliveries not yet billed at year-end. 

b) Translation of foreign currencies
The functional currency of the Utility is the Canadian Dollar. Revenue and expense items denominated in
foreign currencies are translated at exchange rates prevailing during the period. Monetary assets and
liabilities denominated in foreign currencies are translated at period-end exchange rates. Non-monetary
assets and liabilities are translated at exchange rates in effect when the assets are acquired or the
obligations are incurred. Foreign exchange gains and losses are reflected in net income for the period.  

c) Allowance for funds used during construction
The cost of the Utility's property, plant and equipment and deferred charges includes an allowance for funds
used during construction (AFUDC) as allowed by the regulator. The AFUDC rate is based on the Utility's
weighted average cost of debt. 

d) Cash 
Cash is comprised of bank account balances (net of outstanding cheques).  

e) Inventories
Inventories consist of materials and supplies, diesel fuel and liquefied natural gas. Inventories are carried at
the lesser of weighted average cost and net realizable value. Cost includes all expenditures incurred in
acquiring the items and bringing them to their existing condition and location. Critical spare parts are
recognized in the Utility's property, plant and equipment. 

The recoverable value of inventory considers its net realizable value, including required processing costs, and
is impacted by estimates and assumptions on prices, quality, recovery and exchange rates. Obsolete
materials and supplies are recorded at salvage value in the period when obsolescence is determined.  

f) Financial instruments
Financial assets and financial liabilities are recognized on the Utility’s Statement of Financial Position when
the Utility becomes party to the contractual provisions of the instrument. Accounts receivable, classified as
loans and receivables, are initially measured at fair value. Subsequent to initial recognition, accounts
receivable are measured at amortized cost using the effective interest rate method less any impairment.  

A provision for impairment of accounts receivable is established when there is objective evidence that the
Utility will not be able to collect all amounts due according to the original terms of the receivables. Significant
financial difficulties of the debtor, probability that the debtor will enter into bankruptcy or require financial
reorganization, and default or delinquency in payments are considered indicators that the related accounts
receivable are impaired. The accounts receivable carrying amount is reduced through the use of an
allowance account and the loss is recognized in net income. 

Cash, accounts payable and accrued liabilities, construction financing and long-term debt are classified as
other financial liabilities and they are initially recognized at fair value. Subsequent to initial recognition, they
are measured at amortized cost using the effective interest rate method (except for cash which is measured
at cost).

Transaction costs are presented as a reduction from the carrying value of the related debt and are amortized
using the effective interest rate method over the terms of the debts to which they relate. Transaction costs
include fees paid to agents, brokers and advisors but exclude debt discounts and lender financing costs.
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

f) Financial instruments - continued
Derivative financial instruments are financial contracts that derive their value from changes in an underlying
variable. The Utility has entered into an interest rate swap to manage interest rate risk. The Utility’s interest
rate swap is classified as held for trading and is thus recognized at fair value on the date the contract has
been entered into with any subsequent realized and unrealized gains and losses recognized in net income
during the period in which the fair value movement occurred.

g) Property, plant and equipment
Property, plant and equipment are carried at cost, less accumulated depreciation and any asset impairment
charges. Cost includes the direct costs of acquisition and materials, direct labour, and, if applicable, an
allocation of directly attributable overhead costs, AFUDC and any asset retirement costs associated with the
property, plant and equipment. 

AFUDC is based on the Utility's weighted average cost of borrowing and is applied to actual costs in work-in-
progress less any contributions in aid of construction.  For items of property, plant and equipment acquired
prior to January 1, 2011, the AFUDC rate also included a regulatory cost of equity component as allowed by
the YUB. Capitalization of AFUDC ceases when the asset being constructed is substantially ready for its
intended purpose.  

Assets under construction are recognized as in construction work in progress until they are operational and
available for use, at which time they are transferred to the applicable component of property, plant and
equipment.

Depreciation is recognized in net income based on the straight-line method over the estimated useful life of
each major component of property, plant and equipment. The range of the estimated useful lives of the major
classes and subclasses of property, plant and equipment is as follows:

Generation
Hydroelectric plants 30 to 103 years
Thermal plants 12 to 72 years
Wind turbines 30 years

Transmission 20 to 65 years
Distribution 12 to 55 years
Buildings 20 to 55 years
Transportation 9 to 31 years
Other equipment 5 to 20 years

Depreciation commences when an asset is available for use. The estimated useful lives of the assets are
based upon depreciation studies conducted periodically by the Utility and any changes in the estimated useful
lives are accounted for prospectively. 

Gains and losses on the disposal or retirement of property, plant and equipment, with the exception of land
and vehicles, are deferred and amortized over the remaining expected useful life of the related assets under
regulatory accounting (Note 9). These gains and losses are recognized immediately in net income under
IFRS.
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

g) Property, plant and equipment - continued
Major overhaul costs are capitalized and depreciated on a straight-line basis over the period of the expected
useful life (until the next major overhaul) which varies from 5 to 10 years.  However, major overhaul costs
cannot be depreciated for regulatory purposes until the costs are approved by the YUB (Note 9). Repairs and
maintenance costs of property plant and equipment are expensed as incurred unless they meet the criteria of
a betterment.

h) Intangible assets 
Intangible assets are carried at cost less accumulated amortization and any asset impairment charges.  Cost
includes the direct costs of acquisition and materials, direct labour, and, if applicable, an allocation of directly
attributable overhead costs and AFUDC. 

Amortization is recognized in net income on a straight-line basis over the estimated useful lives as follows:
Software 5 years
Deferred customer service costs 12 years
Financial software 10 years
Licencing costs

Hydro generation 17 to 25 years
Diesel generation 3 years

i) Impairment of non-financial and financial assets
Property, plant and equipment, regulatory deferral debit balances and intangible assets with finite lives are
reviewed for impairment on an annual basis if there is an indication that the carrying amount may not be
recoverable. Impairment is assessed at the level of cash-generating units, which are identified as the
smallest identifiable group of assets that generates cash inflows that are largely independent of the cash
inflows from other assets or group of assets.

When an impairment review is undertaken, the recoverable amount is assessed by reference to the higher of
value in use and fair value less costs to sell ("FVLCS") for non-financial assets and objective evidence of
impairment in the case of financial assets. Value in use is the net present value of expected future cash flows
of the relevant cash-generating unit in its current condition. The best evidence of FVLCS is the value obtained
from an active market or binding sale agreement. Where neither exists, FVLCS is based on the best
information available to reflect the amount the Utility could receive for the cash generating unit in an arm’s
length transaction. This is often estimated using discounted cash flow techniques and where unobservable
inputs are material to the measurement of the recoverable amount, the measurement is classified as level 3
in the fair value hierarchy. The cash flow forecasts for FVLCS purposes are based on management’s best
estimates of expected future revenues and costs, including the future cash costs of production, capital
expenditure, closure, restoration and environmental cleanup. For regulatory deferral debit balances the
impairment review focuses on whether the amount is considered collectible based on the expected cash
flows from the rates approved by the YUB.

These determinations and their individual assumptions require that management make a decision based on
the best available information at each reporting period. Changes in these assumptions may alter the results
of non-financial asset and financial asset impairment testing, impairment charges recognized in net income
and the resulting carrying amounts of the assets.
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

j) Rate regulated accounting policies

Regulatory deferral accounts
Regulatory deferral accounts in these financial statements are accounted for differently than they would be in
the absence of rate regulation. Where regulatory decisions dictate, the Utility defers certain costs or revenues
as regulatory deferral account debit balances or regulatory deferral account credit balances on the Statement
of Financial Position and recognizes them in the net movement in regulatory deferral account balances in the
Statement of Operations and Other Comprehensive Income as it collects or refunds amounts through future
customer rates. Any adjustments to these regulatory deferral accounts are recognized in the net movement
in regulatory deferral account balances in the period that the YUB renders a subsequent decision. All
amounts maintained as regulatory deferral account debit balances and regulatory deferral account credit
balances are expected to be recovered or settled and are assessed on a yearly basis by comparing the rates
approved by the YUB to the current balances. The recovery or settlement of regulatory deferral account
balances through future rates is impacted by demand risk and regulatory risks (e.g. potential future decisions
of the YUB which could result in material adjustments to these regulatory deferral account debit balances and
regulatory deferral account credit balances as described in Note 1(b)).

i) Regulatory deferral account debit balances
Regulatory deferral account debit balances represent incurred costs which have been deferred and are
recognized or being amortized over various periods as approved by the YUB. Regulatory deferral account
debit balances represent costs which are expected to be recovered from customers in future periods
through the rate-setting process. In the absence of rate regulation and the Utility’s adoption of IFRS 14 ,
such costs would be expensed as incurred.   

ii) Regulatory deferral account credit balances
Regulatory deferral account credit balances represent future reductions or limitations of increases in
revenues associated with amounts that are expected to be refunded to customers as a result of the rate
setting process. In the absence of rate regulation and the Utility’s adoption of IFRS 14, such amounts
would be recorded in income as earned.

Note 9 describes the individual regulatory deferral accounts, the Utility’s related regulatory deferral and
amortization policies and describes the related account activity in the relevant periods. 

k) Provision for asset retirement obligations
The Utility has legal obligations related to the closure and restoration of property, plant and equipment, which
includes the costs of dismantling, demolition of infrastructure and the removal of residual materials and
remediation of the disturbed areas. 

Where a reliable estimate of the present value of these obligations can be determined, the total retirement
costs are recognized as a provision in the accounting period when the obligation arises. There is also a
corresponding increase to property, plant and equipment upon recognition of the obligation. Management
estimates its costs based on feasibility and engineering studies and assessments using current restoration
standards and techniques. 
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

l) Provision for environmental liabilities
Environmental liabilities consist of the estimated costs related to the remediation of environmentally
contaminated sites. The Utility will accrue a provision when it has a present obligation as a result of a past
event to remediate the contaminated site, it is expected that future economic benefits will be given up to settle
the obligation, and a reliable estimate of the amount of the obligation can be made.   

If the likelihood of the Utility’s obligation to incur these costs is either not determinable or the amount of the
obligation cannot be reliably estimated, the contingency is disclosed in the notes to the financial statements.

The Utility reviews its provision for environmental liabilities on an ongoing basis and any changes are
recognized in net income for the current period. 

m) Contributions in aid of construction
Certain property, plant and equipment additions are made with the assistance of cash contributions from
customers or capital assistance from the Utility's Parent, the YG, or the Government of Canada. These
contributions are deferred upon receipt and amortized to income on the same basis as the assets to which
they relate.

n) Decommissioning fund 
The decommissioning fund represents monies paid in advance by an industrial customer to decommission
the spur line that connects its operation to the Utility's grid.  Under a power purchase agreement, the
customer has the financial responsibility for decommissioning expenses to be performed by the Utility on its
behalf.  Any amounts not required for decommissioning will be refunded to the customer. This money
accrues interest at the rate equal to the three month Canadian Dealer Offered Rate ("CDOR"). 

o) Post-employment benefits and other comprehensive income 
The Utility sponsors an employee defined benefit pension plan which provides benefits based on the length of
service and average salaries for the five highest paid consecutive years of service.  Effective January 1,
2011, the Utility also sponsors an executive defined benefit pension plan and supplemental executive
retirement plan. The Utility contributes amounts to the pension plans as recommended by an independent
actuary.  

For the defined benefit plan the cost of pension benefits is actuarially determined using the projected benefits
method, prorated on service, and reflects management's best estimates of investment returns, wage and
salary increases, and age at retirement. Re-measurements of the net defined benefit liability, including
actuarial gains and losses and return on plan assets, are recognized in other comprehensive income (“OCI”)
and are not reclassified to net income in a subsequent period. The Utility’s policy is to immediately transfer
actuarial gains and losses recognized in OCI to retained earnings. The expected return on plan assets is
based on the fair value of these assets.
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

o) Post-employment benefits and other comprehensive income - continued

Employees joining the Utility after January 1, 2002 are eligible for a defined contribution retirement plan and
are not eligible to participate in the defined benefit pension plan. Contributions are required by both
employees and the Utility to cover the current service cost of this defined contribution retirement plan. The
Utility has no legal or constructive obligation to pay further contributions with respect to this plan.
Consequently, contributions are recognized as an expense in the year when employees have rendered
service and represents the obligation of the Utility.

p) New standards and interpretations not yet adopted 

A number of new standards, and amendments to standards and interpretations, are not yet effective for the
period ended December 31, 2016, and have not been applied in preparing these financial statements. There
are three standards that management has identified as having a potential impact and is in the process of
assessing, IFRS 15, Revenue from Contracts with Customers, IFRS 9, Financial Instruments which will
replace IAS 39, Financial Instruments and IFRS 16, Leases. 

i) On May 28, 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers, which will replace
IAS 18, Revenue. The new standard is effective for fiscal years beginning on or after January 1, 2018 and is
available for early adoption. The standard contains a single model that applies to contracts with customers
and two approaches to recognising revenue: at a point in time or over time. The model features a contract
based five step analysis of transactions to determine whether, how much and when revenue is recognized.
New estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing
of revenue recognized. The Utility intends to adopt IFRS 15 in its financial statements for the annual period
beginning on January 1, 2018. The Utility anticipates the adoption of IFRS 15 to have an impact on the
financial statements, however, the extent of the anticipated impact is not known at this time. 

ii) IFRS 9, Financial Instruments, which will replace IAS 39, Financial Instruments: Recognition and
Measurement and IFRIC 9, Reassessment of Embedded Derivatives. The new standard is effective for fiscal
years beginning on or after January 1, 2018 and is available for early adoption. The standard is expected to
impact the classification and measurement of financial assets, introduce changes to financial liabilities and
includes new hedge accounting requirements. The Utility intends to adopt IFRS 9 in its financial statements
for the annual period beginning on January 1, 2018. The Utility is currently assessing the impact on its
financial statements. 

iii) IFRS 16, Leases, specifies how to recognize, measure, present and disclose leases. The standard
provides a single lessee model, requiring lessees to recognize assets and liabilities for all leases unless the
lease term is 12 months or less or the underlying asset has a low value.  Lessors continue to classify leases
as operating or finance, with IFRS 16's approach to lessor accounting substantially unchanged from its
predecessor, IAS 17. This standard will become effective for annual periods beginning on or after January 1,
2019. The Utility is currently assessing the impact on its financial statements. 
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4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS 

The preparation of financial statements requires the use of judgment in applying accounting policies and in
making critical accounting estimates that affect the reported amounts of assets, liabilities, revenues and
expenses and disclosure of any contingent assets and liabilities. These judgments and estimates are based
on management’s best knowledge of the relevant facts and circumstances, having regard to previous
experience, but actual results may differ from the amounts included in the financial statements.  Estimates
and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which estimates are revised and in any future periods affected. Information about
such judgments and estimates is contained in the accounting policies and/or the notes to the financial
statements, and the key areas are summarized below.

Areas of significant judgment and estimates made by management in preparing these financial statements
include: 

Impairment of long-lived assets - Notes 3g) and 7
An evaluation of whether or not an asset is impaired involves consideration of whether indicators of
impairment exist. Management continually monitors the Utility's operations and makes judgements and
assessments about conditions and events in order to conclude whether possible impairment exists.

Asset retirement obligations – Notes 3k) and 22
In determining the present value of the obligation, the Utility must estimate the amount and timing of the
future cash payments and then apply an appropriate risk-free interest rate. Any changes to the anticipated
amounts or timing of future payments or risk-free interest rate can result in a change to the obligation. 

Depreciation and amortization – Notes 3g), h), 7 and 8
Significant components of property, plant and equipment are depreciated over their estimated useful lives.
Useful lives are determined based on current facts and past experience and the results of depreciation
studies.  While these useful life estimates are reviewed on a regular basis and depreciation calculations are
revised accordingly, actual lives may differ from the estimates.  As such, assets may continue in use after
being fully depreciated, or may be retired or disposed of before being fully depreciated.  The latter could
result in additional depreciation expense in period of disposition.  

Intangible assets - Notes 3h) and 8
In determining when to recognize costs as intangible assets, management makes judgments about when the
criteria for recognition are met. Changes to management's judgments would affect the carrying amount of its
intangible assets and amortization recognition.

Regulatory deferral account debit and credit balances - Notes 3j) and 9
The Utility accounts for its regulatory deferral accounts in accordance with IFRS 14 Regulatory Deferral
Accounts and the decisions of the YUB. The decisions can be complex and require significant judgment in
their interpretation. 
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4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS - continued

Post-employment benefits – Notes 3o) and  13
The Utility accrues for its obligations under defined benefit pension plans using actuarial valuation methods
and other assumptions to estimate the projected benefit obligation and the associated expense related to the
current period. The key assumptions utilized include the long-term rate of inflation, rates of future
compensation, liability discount rates and the expected return on plan assets. The Utility consults with
qualified actuaries when setting the assumptions used to estimate benefit obligations. Actual rates could vary
significantly from the assumptions and estimates used. 

Revenue – Note 16
The Utility estimates usage not yet billed at year end, which is included in revenues from sale of power.  This
accrual is based on an assessment of unbilled electricity supplied to customers between the date of the last
meter reading and the year end. Management applies judgement to the measurement of the estimated
consumption.

Provisions and Contingencies - Notes 3k), l), 21 and 22
Management is required to make judgments to assess if the criteria for recognition of provisions and
contingencies are met, in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets.

Key judgments are whether a present obligation exists and the probability of an outflow being required to
settle that obligation. Key assumptions in measuring recognized provisions include the timing and amount of
future payments and the discount rate applied in measuring the provision. 

Where the Utility is defending certain lawsuits management must make judgements, estimates and
assumptions about the final outcome, timing of trial activities and future costs as at the period end date.
Management will obtain the advice of its external counsel in determining the likely outcome and estimating
the expected costs associated with these lawsuits; however, the ultimate outcome or settlement costs may
differ from management's estimates.

Financial Instruments - Notes 3f) and 23
The Utility enters into financial instrument arrangements which may require management to make judgments
to determine if such arrangements are derivative instruments in their entirety or contain embedded
derivatives, including whether those embedded derivatives meet the criteria to be separated from their host
contract, in accordance with IAS 39, Financial Instruments: Recognition and Measurement. Key judgments
are whether certain non-financial items are readily convertible to cash, whether similar contracts are routinely
settled net in cash or delivery of the underlying commodity taken and then resold within a short period,
whether the value of a contract changes in response to a change in an underlying rate, price, index or other
variable, and for embedded derivatives, whether the economic risks and characteristics are not closely
related to the host contract and a separate instrument with the same terms would meet the definition of a
derivative on a standalone basis.
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5. ACCOUNTS RECEIVABLE

December 31 December 31
2016 2015

Wholesale energy sales $ 3,734 $ 3,549
Retail energy sales 1,494 1,321
Due from related parties (Note 19) 112 850
Other 533 627

$ 5,873 $ 6,347

At December 31, 2016, the aging of accounts receivable is as follows:

31 - 90 Over
Current Days 90 Days Total

Accounts receivable $ 5,616 $ 232 $ 35 $ 5,883
Allowance for doubtful accounts           -           - (10) (10)

$ 5,616 $ 232 $ 25 $ 5,873

At December 31, 2015, the aging of accounts receivable is as follows:

31 - 90 Over
Current Days 90 Days Total

Accounts receivable $ 5,680 $ 192 $ 485 $ 6,357
Allowance for doubtful accounts - - (10) (10)

$ 5,680 $ 192 $ 475 $ 6,347

A reconciliation of the beginning and ending amount of allowance for doubtful accounts is as follows:

December 31 December 31
2016 2015

Allowance for doubtful accounts at beginning of year $ (10) $ (10)
Amounts written off as uncollectable - -

Allowance for doubtful accounts at end of year $ (10) $ (10)
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6. INVENTORIES
December 31 December 31

2016 2015

Materials and supplies $ 3,087 $ 3,105
Diesel fuel 299 333
Liquefied natural gas 211 176

$ 3,597 $ 3,614

The amount of inventory expensed during the year is $1,169,000 (2015 - $781,000) for fuel as disclosed in
note 17 and $86,000 (2015 - $75,000) for materials and supplies.

7. PROPERTY, PLANT AND EQUIPMENT

A reconciliation of the changes in the carrying amount of property, plant and equipment is as follows:

Generation Transmission Land & Transportation Construction Total
& Distribution Buildings & Other Work-in

Progress

Cost:
At December 31, 2014 230,695 144,586 13,939 3,234 47,951 440,405
Additions - - - - 22,255 22,255
Transfers 44,519 15,908 1,913 359 (62,699) -
Disposals (22) - - (112) - (134)

At December 31, 2015 $ 275,192 $ 160,494 $ 15,852 $ 3,481 $ 7,507 $ 462,526
Additions 680 - 138 784 10,667 12,269
Transfers 3,100 2,834 882 - (6,816) -
Disposals - - (635) (311) - (946)

At December 31, 2016 $ 278,972 $ 163,328 $ 16,237 $ 3,954 $ 11,358 $ 473,849

Accumulated depreciation:
At December 31, 2014 4,112 3,962 776 269 - 9,119
Depreciation* 4,903 4,248 812 290 - 10,253
Disposals (1) - - (39) - (40)

At December 31, 2015 $ 9,014 $ 8,210 $ 1,588 $ 520 $ - $ 19,332
Depreciation 5,525 4,386 847 285 - 11,043
Disposals - - (635) (245) - (880)

At December 31, 2016 $ 14,539 $ 12,596 $ 1,800 $ 560 $ - $ 29,495

Net book value:
At December 31, 2015 $ 266,178 $ 152,284 $ 14,264 $ 2,961 $ 7,507 $ 443,194
At December 31, 2016 $ 264,433 $ 150,732 $ 14,437 $ 3,394 $ 11,358 $ 444,354

* Included in generation depreciation is the annual depreciation for overhauls of $802,000 (2015 - $778,000) which is recognized in
regulatory account expenses in Note 17. 
The AFUDC capitalized for 2016 was $819,000 (2015 - $714,000). The AFUDC rate estimate was 2.40% for 2016 (2015 - 2.46%).
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8. INTANGIBLE ASSETS

A reconciliation of the changes in the carrying amount of intangible assets is as follows:
Deferred Aishihik Thermal 

Customer Financial Water  and Water
Software  Service Costs Software Licensing Licensing Total

Cost:

At December 31, 2014 112 443 2,406 2,991 2,210 8,162
Additions 281 - - 51 306 638
Acquisitions 69 - - - - 69
Disposals - - - (10) - (10)

At December 31, 2015 $ 462 $ 443 $ 2,406 3,032 $ 2,516 $ 8,859
Additions 66 - - 955 297 1,318
Acquisitions - - - - - -
Disposals (8) - - - - (8)

At December 31, 2016 520 443 2,406 3,987 2,813 10,169

Accumulated amortization:
At December 31, 2014 28 64 284 524 14 914
Amortization 33 64 284 524 58 963
Disposals - - - (10) - (10)

At December 31, 2015 $ 61 $ 128 $ 568 $ 1,038 $ 72 $ 1,867
Amortization 92 64 283 524 58 1,021
Disposals - - - - - -

At December 31, 2016 153 192 851 1,562 130 2,888

Net book value:
At December 31, 2015 401 315 1,838 1,994 2,444 6,992
At December 31, 2016 367 251 1,555 2,425 2,683 7,281

The internally generated costs and externally purchased costs for Software and Financial Software are
approximately 50% internal and 50% external at December 31, 2016 and December 31, 2015. All other
categories are almost exclusively internally generated. 
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9. REGULATORY ACCOUNTS
Regulatory deferral account debit balances

Feasibility IFRS Regulatory Vegetation Dam Uninsured Subtotal
Studies Planning Costs Management Safety Losses See next

(i) (ii) (iii) (iv) (v) (vi) page

Cost:
At December 31, 2014 20,794 566 4,144 917 332 300 27,053
Costs incurred 4,110 - 343 1,229 144 193 6,019
Regulatory provision - - - (502) - (226) (728)
Disposals (183) - - - (332) - (515)
Contribution received (6,166) - (127) - - - (6,293)

At December 31, 2015 18,555 566 4,360 1,644 144 267 25,536
Costs incurred 4,869 - 695 1,074 4 1,018 7,660
Regulatory provision - - - (502) - (226) (728)
Disposals (2,051) (566) (794) - - - (3,411)
Contributions received (825) - (1) - - - (826)

At December 31, 2016 20,548 - 4,260 2,216 148 1,059 28,231

Accumulated amortization:
At December 31, 2014 3,342 339 1,099 - 308 - 5,088
Amortization 1,185 114 246 - 24 - 1,569
Disposals (183) - - - (332) - (515)

At December 31, 2015 4,344 453 1,345 - - - 6,142
Amortization 25 113 248 - - - 386
Disposals (2,051) (566) (794) - - - (3,411)

At December 31, 2016 2,318 - 799 - - - 3,117

Net book value:
At December 31, 2015 14,211 113 3,015 1,644 144 267 19,394
At December 31, 2016 18,230 - 3,461 2,216 148 1,059 25,114

Net increase (decrease) in regulatory deferral account debit balances (which are recognized in the net movement of regulatory deferral account balances
related to net income on the Statement of Operations and Other Comprehensive Income):
December 31, 2015 (3,241) (114) (30) 727 120 (33) (2,571)
December 31, 2016 4,019 (113) 446 572 4 792 5,720

Remaining recovery years
At December 31, 2015 5 to 10 years 1 year 10 to 45 years Indeterminate 5 years Indeterminate -
At December 31, 2016 5 to 10 years 0 years 10 to 45 years Indeterminate 4 years Indeterminate -

Absent rate regulation, net income would increase (decrease) by:
December 31, 2015 3,241 114 30 (727) (120) 33 2,571
December 31, 2016 (4,019) 113 (446) (572) (4) (792) (5,720)
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9. REGULATORY ACCOUNTS - continued

Carry Forward Deferred Fuel Price Deferred Gains
Overhauls Adjustment And losses Total

(vii) (viii) (ix)

Cost:
At December 31, 2014 27,053 943 19 - 28,015
Cost incurred 6,019 900 - - 6,919
Regulatory provision (728) - - - (728)
Disposals (515) - - - (515)
Contributions received (6,293) - (15) - (6,308)

At December 31, 2015 25,536 1,843 4 - 27,383
Cost incurred 7,660 925 - - 8,585
Regulatory provision (728) - - - (728)
Disposals (3,411) - - - (3,411)
Contributions received (826) - (6) - (832)

At December 31, 2016 28,231 2,768 (2) - 30,997

Accumulated amortization:
At December 31, 2014 5,088 - - - 5,088
Amortization 1,569 - - - 1,569
Disposals (515) - - - (515)

At December 31, 2015 6,142 - - - 6,142
Amortization 386 - - - 386
Disposals (3,411) - - - (3,411)

At December 31, 2016 3,117 - - - 3,117

Net book value:
At December 31, 2015 19,394 1,843 4 - 21,241
At December 31, 2016 25,114 2,768 (2) - 27,880

Net increase (decrease) in regulatory deferral account debit balances (which are recognized in the net movement of regulatory deferral account balances on
the Statement of Operations and Other Comprehensive Income):
December 31, 2015 (2,571) 900 (15) - (1,686)
December 31. 2016 5,720 925 (6) - 6,639

Remaining recovery years
At December 31, 2015 Indeterminate 1 year
At December 31, 2016 Indeterminate 1 year

Absent rate regulation, Net Income would increase (decrease) by:
December 31, 2015 2,571 (900) 15 - 1,686
December 31, 2016 (5,720) (925) 6 - (6,639)

(a) Regulatory deferral account debit balances 

(i) Feasibility studies and infrastructure planning
The Utility undertakes certain studies to determine the feasibility of a range of projects and infrastructure
proposals. While in progress, the costs of these studies are deferred within this account. Once the study is
completed, the costs are amortized over a prescribed number of years ranging between five and ten years
under regulatory reporting. In absence of rate regulation, IFRS would require these costs to be expensed as
incurred. 

(ii) IFRS planning
These deferred costs are associated with the conversion from previous GAAP to IFRS and are amortized
over a term of five years. In absence of rate regulation, IFRS would require these costs to be expensed as
incurred.
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9. REGULATORY ACCOUNTS - continued

(iii) Regulatory costs
These costs are associated with the YUB regulatory proceedings. The costs consist primarily of various rate
and project review proceedings but also include resource plans, hearing costs from before 2012 and demand
side management costs (consumer energy conservation program). The Utility is directed to defer and
amortize the costs over terms at the discretion of the YUB. In the absence of rate regulation, IFRS would
require these costs to be expensed as incurred. 

(iv) Vegetation management 
These deferred costs are annual brushing costs in excess of the maximum annual amount approved by the
YUB. Amortization of these costs has not yet been approved. In the absence of rate regulation, IFRS would
require these costs to be expensed as incurred. 

(v) Dam safety review
The Utility has a program of conducting safety reviews of its dams in accordance with standards set by the
Canadian Dam Association. External consultants are hired every five years with intermittent costs incurred in
the interim periods. These costs are being amortized over five years as approved by the YUB. In the absence
of rate regulation, IFRS would require these costs to be expensed as incurred.  

(vi) Uninsured losses
The YUB has approved the use of a deferral account for uninsured damages and injuries as a means of self-
insurance.  The account is maintained through an annual provision approved by the YUB and collected
through customer rates. Variances between the approved annual provision and actual costs incurred are
deferred until the following GRA or until a specific application is made to the YUB requesting recovery from or
refund to customers. In the absence of rate regulation, IFRS would require these costs to be expensed as
incurred. 

vii) Deferred overhauls 
Overhauls represent costs incurred to overhaul engines that are used in operations and these overhauls are
recorded as property, plant and equipment. The Utility was directed by YUB Order 2013-01 to defer all
overhaul costs incurred after 2011 until the Utility comes before the YUB for a prudence review and the costs
are approved to be depreciated. IFRS requires these completed overhauls to be considered in service and
they should be depreciated through net income. In addition, IFRS also requires that AFUDC would cease
when the overhaul is substantially ready for its intended purpose. As a result the AFUDC capitalized on these
completed overhauls of $119,000 (2015 - $122,000) and the associated depreciation on these overhauls of
$802,000 (2015 - $778,000) are shown as a regulatory deferral account debit balance. 

(viii) Fuel price adjustment
OIC 1995/90 directs the YUB to permit the Utility to adjust electricity rates to reflect fluctuations in the price of
diesel fuel. The amount by which actual fuel prices vary from the YUB approved rates is deferred and
recovered from or refunded to customers in a future period. In the absence of rate regulation, IFRS would
require these costs to be expensed as incurred.  

(ix) Deferred gains and losses
Deferred gains and losses represent amounts from disposals of property plant and equipment. There are no
deferred gains or losses during any of the reporting years.
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9. REGULATORY ACCOUNTS - continued

Regulatory deferral account credit balances

Deferred Hearing Diesel Future removal
Insurance reserve Contingency and site Total
Proceeds Fund Restoration

(i) (ii) (iii) (iv)

Cost:
At December 31, 2014 11,602 224 9,627 4,671 26,124
Cost incurred - (213) - (304) (517)
Regulatory provision - 550 - - 550
Cash received - - 2,027 - 2,027
Cash refunded - - (759) - (759)

At December 31, 2015 11,602 561 10,895 4,367 27,425
Cost incurred - (138) - (8) (146)
Regulatory provision - 550 - - 550
Cash received - - 1,054 - 1,054
Cash refunded - - (2,464) - (2,464)

At December 31, 2016 11,602 973 9,485 4,359 26,419

Accumulated amortization:
At December 31, 2014 5,849 - - - 5,849
Amortization 262 - - - 262
Disposals - - - - -

At December 31, 2015 6,111 - - - 6,111
Amortization 263 - - - 263
Disposals - - - - -

At December 31, 2016 6,374 - - - 6,374

Net book value
At December 31, 2015 5,491 561 10,895 4,367 21,314
At December 31, 2016 5,228 973 9,485 4,359 20,045

Net (increase) decrease in regulatory deferral account credit balances (which are recognized in the net movement of regulatory deferral account balances
related to net income on the statement of operations and other comprehensive income):
December 31, 2015 262 (337) (1,268) 304 (1,039)
December 31, 2016 263 (412) 1,410 8 1,269

Remaining recovery years
At December 31, 2015 21 years Indeterminate Indeterminate Indeterminate
At December 31, 2016 20 years Indeterminate Indeterminate Indeterminate

Absent rate regulation, net income would increase (decrease) by:
December 31, 2015 (262) 337 1,268 (304) 1,039
December 31. 2016 (263) 412 (1,410) (8) (1,269)
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9. REGULATORY ACCOUNTS - continued

(b) Regulatory deferral account credit balances

(i) Deferred insurance proceeds
The deferred insurance proceeds represents a gain on fire insurance proceeds related to a fire at the
Whitehorse Rapids Generating Station in 1997 which, pursuant to YUB Order 2000-3, is being amortized to
income at the same rate as depreciation of the related replacement assets.  In the absence of rate regulation,
IFRS would have required the gain to have been fully recognized as income in the year received. 

(ii) Hearing reserve
Pursuant to YUB Order 2013-01, the Utility has established a deferral account for future regulatory hearing
costs. In accordance with the order the Utility recognized a provision of $550,000 of hearing costs each year.
Actual hearing costs will be applied to this regulatory deferral account. Variances between the annual
provision and actual costs are deferred until the following GRA or until a specific application is made to the
YUB requesting recovery or a refund to customers. In the absence of rate regulation, IFRS would require
hearing costs to be expensed as incurred. 

(iii) Diesel Contingency Fund and Energy Reconciliation Adjustment
The Diesel Contingency Fund ("DCF") was established by YUB Order 1996-6. The DCF is used to reimburse
the Utility for costs associated with diesel generation required when there is a diesel cost variance due solely
to water-related hydro and wind generation variances from YUB approved GRA forecasts. 

The DCF attracts interest based upon short/intermediate term bond rates. Any negative balance attracts
interest at the lowest short-term bond rates available to the Utility through its line of credit. The Utility is
required to file quarterly reports with the YUB on the DCF's activity.

As part of the 2012/13 GRA, the Utility filed for changes to the DCF and Energy Reconciliation Adjustment
("ERA") provisions of the Wholesale Primary Rate Schedule. The YUB deferred a decision on these two
issues pending further consultation with affected utilities and a separate proceeding to review the impacts of
proposed changes. 

In January 2014, the Utility filed an application to revise the DCF and ERA with the YUB.  A decision was
delivered February 6, 2015.  In accordance with YUB Order 2015-01, the Utility defers recognition of the
additional amounts collected from rate payers when the cost of diesel consumed in the period is less than the
long-term average diesel requirements estimated for the actual annual generation load. These deferred
revenues are recognized as revenue in the period when the cost of diesel fuel incurred for the period is
greater than the long-term average diesel requirements and the reason for the shortfall is a shortage of water
in the hydro system. The YUB has set a cap of +/- $8 million for the DCF. If the balance falls outside of this
range, the Utility is to make an application to the YUB requesting recovery or a refund to customers. In
accordance with YUB Order 2015-06, the Utility is providing a refund to the customers of 0.68 cents/kWh
effective September 1, 2015. 

In the 2012/13 GRA, the Utility applied to reactivate the ERA provision in the Wholesale Primary Rate
Schedule. In YUB Order 2015-06, the YUB rejected the proposal and as a result the Utility eliminated the
ERA balances in accounts receivable and accounts payable for the years ended December 31, 2015 and
2014.    

In the absence of rate regulation, IFRS would require any amounts earned or incurred related to the DCF to
be included in the Utility's net income in the year incurred. 

26

Yukon Energy Corporation 
2017-2018 General Rate Application 

UCG-YEC-2-43 Attachment 1

April 6, 2018 Page A-26



51Yukon Energy 2016 Annual Report

Yukon Energy Corporation

Notes to Financial Statements
(tabular amounts in thousands of Canadian dollars)

December 31 2016

9. REGULATORY ACCOUNTS - continued

(iv) Future removal and site restoration costs 
The Utility maintains a regulatory provision for future removal and site restoration related to property plant
and equipment, which is incremental to that required to be recognized as an asset retirement provision under
IAS 37. The reserve has been established through amortization rates approved by the YUB. The amortization
rates supporting the provision are based upon depreciation studies conducted periodically by the Utility. As a
result of the YUB Order 2005-12, effective January 1, 2005, the provision is not to exceed the cumulative
value of the provision at December 31, 2004 of $5,757,000. YUB Order 2005-12 also directs the Utility to
notify interveners and interested parties when the balance of the provision reaches $2,000,000. 

Costs of dismantling capital assets, including site remediation, will be applied to this regulatory deferral
account credit balance if they do not otherwise relate to an asset retirement provision. The period over which
the provision will be reduced is dependent on the timing of future costs of demolishing, dismantling, tearing
down, site restoration or otherwise disposing of the asset net of actual recoveries, and is therefore
indeterminate. In the absence of rate regulation, IFRS would require these costs to be expensed or included
in the gain or loss on disposal of the related property, plant and equipment, as applicable. 

(c) Regulatory account expenses

Regulatory account expenses represent costs incurred related to regulatory account debit balances of
$8,585,000 (2015 - $6,919,000) and regulatory account credit balances of $146,000 (2015 - $517,000). Total
regulatory expenses were $8,731,000 (2015 - $7,436,000) and all these amounts were paid during the year. 

(d) Net movement in regulatory deferral account balances related to net income

Net movement in regulatory deferral account balances related to net income is $7,908,000 (2015 –
$(2,725,000)) represents the adjustment to the net income for the year before net movement in regulatory
deferral account balances for the effects of rate regulation in accordance with IFRS 14. The net movement
figure of $7,908,000 is comprised of higher net income of $6,639,000 and $1,269,000 for both regulatory
account debit balances and regulatory account credit balances for rate regulation compared to the amounts
that would be recorded under IFRS. The net movement figure of $(2,725,000) for 2015 is comprised of lower
net income of $(1,686,000) and $(1,039,000) for both regulatory account debit balances and regulatory
account credit balances for rate regulation compared to the amounts that would be recorded under IFRS. 
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10. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

December 31 December 31
2016 2015

Trade payables $ 7,138 $ 5,763
Employee compensation 989 885
Due to related parties (Note 19) 199 433
Other 209 229

$ 8,535 $ 7,310

11. CONSTRUCTION FINANCING
December 31 December 31

2016 2015

Construction financing due December 31, 2016, 
bearing interest at 1.03% 
approved to a maximum of $25 million $ - $ 14,880

Construction financing, due December 31, 2016
bearing interest at 1.03%
approved to a maximum of $8.4 million - 8,400

Construction financing, due December 31, 2017
bearing interest at 1.33%
approved to a maximum of $8.4 million 8,400 -

Construction financing, due December 31, 2017
bearing interest at 1.40%
approved to a maximum of $14 million 13,985 -

$ 22,385 $ 23,280

Construction financing balances are monies advanced from the Parent to assist in the development of the
Utility's infrastructure. Interest is payable annually at December 31 and at the maturity date.

During the year the Utility did not make any principal repayments. The Utility borrowed an additional
$8,400,000 and refinanced the amount of $23,280,000 which was due December 31, 2016 as $13,985,000 in
construction financing and $9,295,000 as long-term debt.
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12. LONG-TERM DEBT

The Utility's long-term debt is summarized as follows:
December 31 December 31

2016 2015

Yukon Development Corporation
$92,458,473 term note bearing interest at 2.40% repayable in annual

installments of $3,683,800 principal, plus accrued interest with the
balance of $77,726,473 due December 31, 2019 $ 85,091 $ 88,775

$21,900,000 flexible term note bearing interest up to 5.46% repayable
in annual installments of $336,923 principal, plus accrued interest
with the balance of $8,423,078 due December 31, 2051 (i) 20,215 20,552

$5,505,000 term note bearing interest at 2.40% interest only
payable annually, due December 31, 2039 5,505 5,505

$20,984,404 term note bearing interest at 2.21% repayable
in annual installments of $839,376 principal, plus accrued interest
with the balance due December 31, 2040 20,145 20,984

$12,136,000 term note bearing interest at 2.10% interest only
payable annually, due December 31, 2041 (ii) 12,136 -

TD Bank
$12,400,000 term note bearing interest at 4.02% payable in monthly 
installments of $94,406 interest and principal, with the balance due 
September 30, 2016.The note is guaranteed by the Yukon Government. - 837

The Utility entered into an interest rate swap to convert the interest rate on 
the Bankers' Acceptances amounts from a variable interest rate based on
the Bankers' Acceptances rates to a fixed rate of 2.69% per annum. Payable
in monthly installments of $50,407 interest and principal with the balance 
due on December 28, 2022 (iii) 9,697 10,036

Carmacks Stewart First Nation Liability
Long-term liability payable to several First Nations related to the 
building of the Carmacks Stewart Transmission Line.  These are non-
interest bearing, repayable in varying installments, due in 2028 220 251

153,009 146,940
Less current portion 5,238 6,066

$ 147,771 $ 140,874
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12. LONG-TERM DEBT - continued

(i) $21,900,000 Flexible Term Note
The terms of the flexible term note provide for a maximum amount of interest payable within a calendar
year, calculated based on the actual grid generation on the electrical grid system connected with the
Mayo Hydro Enhancement Project.  The amount of interest payable as a result of the interest rate
exceeding the maximum interest payable will abate forever. The actual interest rate on this flexible
note was 0.81% (2015 - 0.61%).

(ii) Debt Refinancing
On December 31, 2016, the Utility entered into an agreement with YDC to convert $9,295,000 of
existing construction financing with YDC into long-term debt (Notes 11 and 12) and borrow $2,841,000
declared as a dividend to YDC at year end to maintain its capital structure (Note 25). 

(iii) TD Bank Loan and Interest Rate Swap
On December 28, 2012, the Utility entered into a loan and interest rate swap with TD Bank to arrange
financing for the purpose of continuing to develop the electrical infrastructure in the Yukon. The interest
rate swap matures December 28, 2022.

Long-term debt repayment
Scheduled repayments for all long-term debt are as follows:

2017 $ 5,245
2018 5,255
2019 79,284
2020 1,571
2021 1,564
Thereafter 60,091

$ 153,010

Fair value
The fair value of long-term debt at December 31, 2016 is $154 million (2015 - $149 million). The fair value for
all long-term debt including current portions was estimated using discounted cash flows based on an
estimate of the Utility's current borrowing rate for similar borrowing arrangements.
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13. POST-EMPLOYMENT BENEFITS

Characteristics of benefit plans
The Utility sponsors a defined benefit pension plan for employees joining the Utility before January 1, 2002
and a defined benefit pension plan for a former executive. Benefits provided are calculated based on length
of pensionable service, pensionable salary at retirement age and negotiated rates. 

Employees joining the Utility after January 1, 2002 are not eligible to participate in the employee defined
benefit pension plan. The Utility makes contributions to a Registered Retirement Savings Plan (“RRSP”) on
behalf of these employees and employees hired before January 1, 2002 who belonged to the employee
defined benefit plan and elected to opt out of that plan. The RRSP is a defined contribution plan. The costs
recognized for the period are equal to the Utility’s contribution to the plan.  During 2016, these were $448,000
(2015 - $446,000).

The employee defined benefit pension plan and the defined benefit pension plan for a former executive are
regulated by the Office of the Superintendent of Financial Institutions (OSFI) through the Pension Benefits
Standards Act and regulations. This Act and accompanying regulations impose, among other things,
minimum funding requirements.

These minimum funding requirements require the Utility make special payments as prescribed by the OSFI to
repay any unfunded liability or deficit that may exist. For the employee defined benefit pension plan the Utility
is required to pay $225,300 as a minimum annual payment in each of the next 12 years (2015 - $323,700 in
each of the next 12 years).

A committee of the Utility's Board of Directors oversees these plans and is responsible for the investment
policy with regard to the assets of these funds.

Risks associated with defined benefit plans
The defined benefit pension plans expose the Utility to risk such as investment risk and actuarial risk.
Investment risk is the risk that the assets invested will be insufficient to meet expected benefits. Actuarial risk
is the risk that benefits paid will be more than expected. There are no particular unusual, entity-specific or
plan-specific risks or any significant concentration of risk.
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13. POST-EMPLOYMENT BENEFITS - continued

Net defined benefit liability
December 31 December 31

2016 2015

Present value of benefit obligations
Balance, beginning of year $ 20,793 $ 20,690
Employee Contributions 84 89
Current service cost 493 544
Interest cost 868 847
Benefits paid (458) (397)
Actuarial losses (gains) on experience 539 (657)
Actuarial losses (gains) on financial assumptions 661 (323)

Balance, end of year $ 22,980 $ 20,793

Fair value of plan assets
Balance, beginning of year 15,357 14,672
Interest income on plan assets 638 599
Gains (losses) on plan assets 716 (468)
Employee contributions 84 89
Employer contributions 781 905
Benefits paid (421) (360)
Administrative costs (42) (80)

Balance, end of year 17,113 15,357

Net defined benefit liability $ 5,867 $ 5,436

Components of benefit plan cost:
December 31 December 31

2016 2015
Current service cost 493 544
Interest cost 868 847
Interest income on plan asset (638) (599)
Administrative costs 42 80

Defined benefit expense in Statement of Operations 765 872
Defined contribution expense 448 446

Total benefit expense in Statement of Operations $ 1,213 $ 1,318
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13. POST-EMPLOYMENT BENEFITS - continued

Actuarial losses (gains) on obligation 1,200 (980)
(Gains) losses on plan assets (717) 468

Total re-measurements included in Other Comprehensive Income 483 (512)

Total benefit costs recognized in Statement of 
Operations and Other Comprehensive Income 1,696 806

Distribution of plan assets of defined benefit pension plans
The fair value of the defined benefit pension plans' assets are based on market values as reported by the
defined benefit pension plans' custodians as at each applicable Statement of Financial Position date. The
distribution of assets by major asset class is as follows:

December 31, 2016 December 31, 2015
Equities 54.9% 52.4%
Fixed income securities 35.9% 36.8%
Real estate 9.2% 10.8%

Significant assumptions:
December 31, 2016 December 31, 2015

Discount rate - accrued benefit obligation 3.90 - 4.00% 4.10 - 4.50%
Assumed rate of salary escalation 2.80 - 3.50% 3.00 - 3.50%
Pension growth 2.00 - 2.50% 2.00 - 2.50%

Sensitivity analysis of the defined benefit pension plans:
The sensitivities of each key assumptions used in measuring accrued benefit obligations at each Statement
of Financial Position date have been calculated independently of changes in other key assumptions. Actual
experience may result in changes in a number of assumptions simultaneously. The sensitivity analysis has
been determined based on reasonably possible changes of the respective assumptions occurring at the end
of the reporting period. The mortality assumptions are based on the 2014 Canadian Pensioner Mortality
Private Table projected with full generational mortality improvements using scale B.

Assumptions and sensitivity as at December 31, 2016
Assumption +1% -1% +1% -1%

Discount rate -14.1% 17.9% $ (3,241) $ 4,129
Salary growth 2.5% -2.4% 550 (521)
Pension growth 14.2% -11.7% 3,071 (2,537)
Life expectancy (1 year movement) 2.4% -2.4% 555 (559)

Assumptions and sensitivity as at December 31, 2015
Assumption +1% -1% +1% -1%

Discount rate -14.6% 18.6% $ (2,839) $ 3,617
Salary growth 3.2% -3.0% 616 (579)
Pension growth 13.7% -11.4% 2,678 (2,220)
Life expectancy (1 year movement) 2.3% -2.3% 446 (450)
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13. POST-EMPLOYMENT BENEFITS - continued

The sensitivity analysis presented above may not be representative of the actual change in the defined
benefit obligation as it is unlikely that the change in assumptions would occur in isolation of one another as
some of the assumptions may be correlated.

Furthermore, in presenting the above sensitivity analysis, the present value of the defined benefit obligation
has been calculated using the projected unit credit method at the end of the reporting period, which is the
same that is applied in calculating the defined benefit obligation liability recognized in the Statement of
Financial Position. 

The Utility pays the balance of the cost of the Plan over the employee contributions, as determined by the
actuary. Members are required to contribute 3.5% of earnings up to the Year’s Maximum Pensionable
Earnings (YMPE) plus 5% of earnings above the YMPE. Permanent part-time members will have required
contributions as above multiplied by their permanent part-time service ratio. Employees can make additional
contributions to purchase ancillary benefits. Members choose the ancillary benefit on termination of service or
on retirement.

The average duration of the benefit obligation is 16.0 years (2015 - 16.6 years). The Utility expects to make
payments of $706,000 (2015 - $871,000) to the defined benefit plans during the next financial year.

14. CONTRIBUTIONS IN AID OF CONSTRUCTION

Government Parent Customer Yukon Pre-1998 Total
of Canada since 1998 since 1998 Government contributions

since 1998

Cost:

At December 31, 2014 71,000 73,545 24,001 10,879 1,739 181,164
Additions - 18,265 578 161 - 19,004

At December 31, 2015 71,000 91,810 24,579 11,040 1,739 200,168
Additions - - 274 58 - 332

At December 31, 2016 71,000 91,810 24,853 11,098 1,739 200,500

Accumulated amortization:
At December 31, 2014 3,048 6,694 7,588 1,425 1,249 20,004
Amortization 991 1,217 1,173 200 43 3,624

At December 31, 2015 4,039 7,911 8,761 1,625 1,292 23,628
Amortization 990 1,680 1,179 209 44 4,102

At December 31, 2016 5,029 9,591 9,940 1,834 1,336 27,730

Net book value:
At December 31, 2015 66,961 83,899 15,818 9,415 447 176,540
At December 31, 2016 65,971 82,219 14,913 9,264 403 172,770

The sources of contributions received prior to 1998 were not recorded separately.
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15. DECOMMISSIONING FUND
December 31 December 31

2016 2015

Opening balance $ 2,612 $ 2,586
Interest 24 26

Closing balance $ 2,636 $ 2,612

16. SALES OF POWER
2016 2015

Wholesale $ 28,641 $ 29,794
Industrial 4,506 4,230
General service 4,359 4,265
Residential 2,040 2,015
Secondary sales 371 544
Sentinel and street lights 96 100

$ 40,013 $ 40,948

17. OPERATIONS AND MAINTENANCE EXPENSES
2016 2015

Regulatory account expenses (Note 9 (c)) $ 8,731 $ 7,436
Wages and benefits 5,955 5,553
Contractors 1,692 1,826
Materials and consumables 1,173 1,143
Fuel 1,168 781
Travel 311 341
Rent 234 234
Communication 58 62

$ 19,322 $ 17,376
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18. ADMINISTRATION EXPENSES
2016 2015

Wages and benefits $ 5,737 $ 5,516
Materials, consumables and general 2,273 849
Insurance and taxes 1,812 1,593
External labour 1,189 1,094
Licences and fees 658 614
Travel 171 170
Board fees 83 55

$ 11,923 $ 9,891

19. RELATED PARTY TRANSACTIONS

The Utility is related in terms of common ownership to all YG departments, agencies and Territorial
Corporations. Transactions are entered into in the normal course of operations with these entities. All sales
transactions are recorded at the rates approved by the YUB.

Interim Electrical Rebate program revenues are received from YDC in accordance with terms established by
YG which established the program to protect certain ratepayers. These revenues are included in sales of
power on the Statement of Operations and Other Comprehensive Income.

The following table summarizes the Utility's related party transactions for the year:

2016 2015

Revenue
Sales of service to YDC $ 6 $ 14
Program cost reimbursement from YG - 127
Rate subsidy received from YDC 299 274
Funding from YDC 825 6,135

Operating expenses
Interest expense on borrowings from YDC $ 3,220 $ 2,964

Dividend to YDC $ 2,841 $ -

Other receipts
Construction financing from YDC 8,400 11,200
Long-term debt from YDC - 20,984

Other payments
Repayment of long-term debt from YDC $ 4,860 $ 4,021
Repayment of construction financing from YDC - 8,400
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19. RELATED PARTY TRANSACTIONS - continued

Other related party transactions and balances are as disclosed elsewhere in these financial statements
(Notes 11 and 12).

Funding from YDC of $825,000 is for feasibility studies for the Stewart Keno Transmission Line.

At the end of the year, the amounts receivable from and due to related parties are as follows:

December 31 December 31
2016 2015

YDC
Accounts receivable $ 28 $ 27
Accounts payable 167 128
Construction financing 22,385 23,280
Current portion of long-term debt 4,860 4,860
Long-term debt 138,233 130,957

YG
Accounts receivable $ 62 $ 823
Accounts payable 32 301

These balances are non-interest bearing and payable on demand except for construction financing and long-
term debt.

Transactions with Key Management Personnel
The Utility's key management personnel include members of the senior management team and the Board of
Directors, a total of 18 individuals (2015 - 18 individuals). Key management personnel compensation is as
follows:

Year ended December 31 2016 2015

Short-term employee benefits $ 1,537 $ 1,606
Post-employment benefits 59 55
Retirement benefits - 18

$ 1,596 $ 1,679
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20. COMMITMENTS

Aishihik water licence
The Yukon Water Board issued a water use licence in 2002, valid until December 31, 2019, for the Utility's
Aishihik Lake facility. In addition to maintaining a minimum and maximum water level, this licence commits
the Utility to meet a number of future requirements including annual fish monitoring programs.

Fish monitoring programs are also required under an authorization provided by the federal government
Department of Fisheries and Oceans, which is valid until December 31, 2019. The costs of meeting these
requirements are accounted for as water licence costs in the year they are paid. 

Contractual obligations
The Utility has entered into contracts to purchase products or services for which the liability has not been
incurred as at December 31, 2016 as the product or service had not been provided. The total commitments
at year end are $1,754,000 (2015 - $5,712,000). 

21. CONTINGENCIES

Aishihik Third Turbine Project  
This project was commissioned into service in December 2011. On March 2, 2012, the general contractor
filed a claim with the Supreme Court of Yukon for $4,000,000 plus interest and costs alleging the Utility has
not paid for work performed. During 2016, the judge awarded the plaintiff $1,682,000 of which $1,308,000
had already been accrued for in the financial statements. The Utility is also required to reimburse the plaintiff
for its legal costs and interest. The Utility has recognized an estimate for this amount as a liability in the
Statement of Financial Position. The Utility has appealed the decision.  The outcome of the appeal is not
determinable at this time and no estimate of appeal settlement has been recognized in the financial
statements.   

Asset Retirement Obligations
The Utility has not recognized a provision for the closure and restoration obligations for certain generation,
transmission and distribution assets which the Utility anticipates maintaining and operating these assets for
an indefinite period, making the date of retirement of these assets indeterminate. These significant
uncertainties around the timing of any potential future cash outflows are such that a reliable estimate of the
liability is not possible at this time. A provision will be recognized when the timing of the retirement of these
assets can be reasonably estimated.

22. PROVISION FOR ENVIRONMENTAL LIABILITIES

The Utility's activities are subject to various federal and territorial laws and regulations governing the
protection of the environment or to minimize any adverse impact thereon. The Utility conducts its operations
so as to protect public health and the environment and believes its operations are materially in compliance
with all applicable laws and regulations. 

The Utility has conducted environmental site assessments at all its diesel plant sites. At sites where
environmental contamination was found and a legal obligation to remediate the site existed, the Utility has
conducted a full remediation. As at December 31, 2016 no new provisions for environmental liabilities, for
which a legal obligation exists to remediate, have been identified by the Utility. The Utility will continue to use
its Environmental Management System to monitor and assess previous and potential existing environmental
liabilities on an ongoing basis. The Utility does not have a provision for environmental liabilities as there is no
present obligation to remediate.  
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23. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

At December 31, 2016, the Utility's financial instruments included cash, accounts receivable, accounts
payable and accrued liabilities, construction financing, long-term debt and interest rate swaps. The fair value
of cash, accounts receivable, accounts payable and accrued liabilities and construction financing
approximate their carrying value due to the immediate or short-term maturity of these financial instruments.    

The long-term debt is accounted for at amortized cost using the effective interest rate method. The fair value
of the long-term debt is estimated by discounting the future cash flows using current rates for debt
instruments subject to similar risks and maturities as disclosed in Note 12.  

Interest rate swaps are financial contracts that derive their value from changes in an underlying variable.  The
Utility’s interest rate swaps are classified as held for trading and are recognized at their fair value on the date
the contract has been entered into. Any subsequent unrealized and realized gains and losses are reported in
net income during the period in which the fair value movement occurred. The fair value of the interest rate
swaps is estimated using standard market valuation techniques and is provided to the Utility by the financial
institution that is the counterparty to the transactions. 

The Utility did not engage in any other hedging transactions.

Interest rate risk
Interest rate risk is the risk that future cash flows or fair value of a financial instrument will fluctuate due to
changes in market interest rates. The Utility's future cash flows are not exposed to significant interest rate
risk due to its long-term debt having fixed interest rates, with the exception of the Bankers' Acceptances from
the TD Bank. The Bankers' Acceptances have had the variable rate converted to a fixed rate using an
interest rate swap to eliminate the interest rate risk.

As at December 31, 2016, the Utility had an interest rate swap agreement in place with a notional principal
amount of $9.7 million (2015 - $10.0 million). The agreement effectively changes the Utility’s interest rate
exposure on this notional amount from a floating rate to a fixed rate of 2.69%.

The fair value of the interest rate swap agreement on December 31, 2016 was a liability of $409,000 (2015 -
liability of $553,000). The increase in the fair value in 2016 of $144,000 (2015 – decrease of $340,000) is
recognized on the Statement of Operations and Other Comprehensive Income as an unrealized gain or loss.
A 100 basis point increase or decrease in the interest rate assumption would have resulted in an
increase/decrease in the interest rate swap agreements fair value of $498,000 (2015 - $593,000).  

The Utility has access to a $10 million line of credit. The account accrues interest on withdrawals at prime
rate minus 0.75% per annum. By agreement the financial institution has a legally enforceable right to set off
the outstanding balance under the line of credit by cash balances in other accounts with the same bank. The
amount outstanding on the line of credit balance at year end was $2.5 million (2015 - $1.3 million). The Utility
has cash balances with the same financial institution of $2.8 million (2015 - $2.8 million). Due to the short-
term nature of the amount drawn on the line of credit and the Utility's cash balances with the same financial
institution, the interest rate risk is minimal.

Credit risk
Credit risk is the risk of failure of a debtor or counterparty to honour its contractual obligations resulting in
financial loss to the Utility.  
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23. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS - continued

The following table illustrates the maximum credit exposure to the Utility if all counterparties defaulted:

December 31 December 31
2016 2015

Cash $ 551 $ 1,672
Accounts receivable 5,873 6,347

$ 6,424 $ 8,019

Credit risk on cash is considered minimal as the Utility's cash deposits are held by a Canadian Schedule 1
Chartered bank.

Credit risk on accounts receivable is considered minimal as the Utility has experienced insignificant bad debt
in prior years. In addition, its primary customer is a rate regulated utility that purchases power from the Utility
for resale and as such these receivables are considered fully collectible. Included in the accounts receivable
past due but not impaired at December 31, 2016 are $257,000 (2015 - $667,000) which management
believes will be received in full. 

Liquidity risk
Liquidity risk is the risk that the Utility will not be able to meet its financial obligations as they fall due. The
Utility manages liquidity risk through regular monitoring of cash and currency requirements by preparing cash
flow forecasts to identify financing requirements.  The Utility's approach to managing liquidity is to ensure, as
far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal
and stressed conditions, without incurring unacceptable losses or risking damage to the Utility's reputation.

The Utility's largest current liability is current portion long-term debt which is predominantly due to the parent,
and the Utility has successfully renegotiated this debt in prior years. In addition, rate regulation assists the
Utility with liquidity management by providing consistent revenues and a consistent debt to equity ratio.

Fair values
The following table illustrates the fair value hierarchy of the Utility's financial instruments as at December 31,
2016:

Quoted prices in Other observable Unobservable
active markets inputs inputs 
(Level 1) (Level 2) (Level 3) Total

Derivative related liability  - $409       - $409
Long-term debt - $154,000 $154,000
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23. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS - continued

The following table illustrates the fair value hierarchy of the Utility's financial instruments as at December 31,
2015:

Quoted prices in Other observable Unobservable
active markets inputs inputs 
(Level 1) (Level 2) (Level 3) Total

Derivative related liability         - $553       -   $553
Long-term debt - -    $149,000 $149,000

24.  CAPITAL MANAGEMENT

The Utility’s capital is its shareholder's equity which is comprised of share capital, contributed surplus and
retained earnings. The Utility manages its equity by managing revenues, expenses, assets and liabilities to
ensure the Utility effectively achieves its objectives while remaining a going concern.

The Utility monitors its capital on the basis of the ratio of total debt to total capitalization. Debt is calculated as
total borrowings, which is comprised of long-term debt, including the portion of long-term debt due within one
year. Short term debt related to assets under construction at the Statement of Financial Position date is
excluded from the calculation of total debt, as the assets are similarly excluded from the determination of rate
base. In addition the provision for decommissioning of the Minto Mine spur line has been added (Note 15).
Total capitalization is calculated as total debt plus total shareholder’s equity as shown on the Statement of
Financial Position. The Utility maintains a balance in retained earnings as an indicator of the Utility's equity
position. 

The Utility has a policy which defines its capital structure at a ratio of 60% debt and 40% equity. This policy
has been reviewed and accepted by the YUB.
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24.  CAPITAL MANAGEMENT - continued

The table below summarizes the Utility’s total debt to total capitalization position:
December 31

2016 2015

Long-term debt due within one year   $ 5,238    $ 6,066
Long-term debt  147,771   140,874

Total debt 153,009 146,940
Add provision for decommissioning of industrial 
             customer spur line 2,636 2,612

Total debt to include in the calculation $ 155,645 $ 149,552

Share capital $ 39,000 $ 39,000
Contributed surplus 14,600 14,600
Retained earnings 51,034 46,303

Total shareholder's equity  104,634   99,903

Total capitalization $ 260,279   $ 249,455

Total debt to total capitalization %60 %60

There were no changes in the Utility’s approach to capital management during the period.
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TOPIC: 1 

 2 

REFERENCE:  June 22, 2017 Application, page 1 3 

 4 

YEC states “Pursuant to the Order in Council (OIC) 2014/23 5 

direction, the Board must ensure until the end of 2018 that rate 6 

adjustments for retail customers and major industrial customers 7 

apply equally, when measured as percentages, to all classes of 8 

retail customers and to the class of major industrial customers. 9 

Consequently, for both 2017 and 2018, all proposed rate 10 

adjustments for retail customers and industrial customers apply 11 

equally, as percentages”. 12 

 13 

REFERENCE:  December 11, 2017 IR Responses, VGC PPA, UCG-YEC-1-13(c) 14 

 15 

“YEC is not specifically prohibited from conducting a fully allocated 16 

cost of service (COS) analysis, subject to securing from AEY the 17 

information needed for completing a consolidated COS for all 18 

Yukon including both YEC and AEY facilities and customers.” 19 

 20 

PREAMBLE:  21 

 22 

QUESTION: 23 

 24 

a) Please confirm that there is no cost of service analysis underlying current wholesale 25 

rates charged by YEC. 26 

 27 

b) Please confirm that the revenue-to-cost ratio related to YEC’s wholesale rate class 28 

is not currently known. 29 

 30 

ANSWER: 31 

 32 

(a) and (b) 33 

 34 

Cost of service analysis, with related revenue-to-cost ratios for each customer class, is 35 

done for firm retail and industrial customer class rates, based on a consolidated YEC/AEY 36 

test year approved revenue requirement. No cost of service analysis or revenue-to-cost 37 
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ratio has ever been done, or would be appropriate to do, on the wholesale rate charged 1 

to AEY by YEC. 2 
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TOPIC: DCF 1 

 2 

REFERENCE: Appendix A to Board Order 2015-01, PDF pages 6 and PDF 3 

page 14 4 

 5 

QUOTE: The difference in cost between forecast diesel and actual diesel 6 

generation in any year at any given level of grid generation reflects 7 

only the variance in water availability (hydro generation) relative to 8 

the forecast, and this difference is what goes into or comes out of the 9 

DCF. Funds are held in the DCF to protect ratepayers against 10 

adverse and material rate impacts at such time as drought or low 11 

water conditions act to severely reduce hydro generation and thereby 12 

require increased diesel generation on the grid. (Footnote omitted, 13 

emphasis added)(Page 6 of 30) 14 

… 15 

… the Board accepts the DCF as proposed by YEC because it is a 16 

fund for customers to smooth rate impacts for those occasions when 17 

hydro generation is less than LTA or to build up the fund when hydro 18 

generation is greater than LTA. (Footnote omitted, emphasis 19 

added)(Page 14 of 30) 20 

 21 

PREAMBLE: Whether or not changes should be made to the DCF 22 

 23 

QUESTION: 24 

 25 

a) Please confirm that the DCF, as it currently exists, stabilizes utility costs of 26 

diesel (now thermal) due to fluctuations in generation related to higher or lower 27 

than average long term hydro generation due to water availability. 28 

 29 

b) If part (a) is not confirmed, please explain. 30 

 31 
c) For the DCF, as it currently exists, is the implementation or operation of the 32 

DCF different today from that described in the above-noted quotes from 33 

Appendix A to Board Order 2015-01? Please explain. 34 

 35 
d) Should ratepayers or YEC pay for variances from forecast thermal generation 36 

fuel volumes? Please explain. Is this a common practice in Canadian 37 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

YUB-YEC-2-1 

April 6, 2018 Page 2 of 7 

jurisdictions? Please explain. 1 

 2 
e) For isolated communities, please explain whether ratepayers or YEC pay for 3 

variances from forecast thermal generation fuel volumes. 4 

 5 
f) For the DCF, as it currently exists, are ratepayers at risk for all thermal 6 

generation fuel volume variances (including fuel volume variances not related 7 

to water conditions)? Please explain. 8 

 9 
g) If the Board determined that ratepayers should not assume 100% of the risk 10 

for variances from thermal generation volume forecasts, what impact would 11 

that have on YEC? 12 

 13 
h) If YEC assumed the risk for thermal generation volume variances above or below 14 

forecast up to a certain threshold, for example 10%, how would that impact YEC? 15 

(For clarity, any variances above or below the threshold would be borne by 16 

ratepayers but any variance within the bounds of the thresholds would be borne 17 

by YEC). Please indicate what YEC would consider an appropriate threshold and 18 

why. 19 

 20 
i) What are YEC’s views if, instead of the DCF, a rider set at a determined level of 21 

cents/MW.h of energy sold was established to create a fund or deferral account to 22 

cover variances for extreme water conditions (flood or drought)? What impact 23 

would such a rider have on YEC? 24 

 25 

ANSWER: 26 

 27 

(a) and (b) 28 

 29 

Confirmed. 30 

 31 

(c) 32 

 33 

The above-noted quotes reference high-level and fundamental principles of the DCF. 34 

These principles have been retained in the DCF as it currently exists and as it is proposed 35 

in the 2017/18 GRA, and in this respect the implementation and operation of the DCF is 36 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

YUB-YEC-2-1 

April 6, 2018 Page 3 of 7 

no different today than the DCF described in the referenced quotation of Appendix A to 1 

Board Order 2015-01.  2 

The updates noted in Section 1.2 and 1.3 of Appendix 3.4 do not alter the fundamental 3 

principles underlying the DCF or its implementation or operation as described in the 4 

above-noted quotes from Appendix A to Board Order 2015-01.  5 

 6 

(d) 7 

 8 

Costs due to variances from forecast thermal generation fuel volumes can arise due to 9 

different factors. Ratepayer versus YEC responsibility for these costs during periods 10 

between GRAs should vary depending on the factors causing the costs, and whether the 11 

“ratepayer” is a utility receiving wholesales versus a retail or industrial customer. 12 

Costs due to variances from forecast thermal generation fuel volumes should be assigned 13 

to the utility when due to total generation load forecast variance1 or thermal generation 14 

unit maintenance requirements2, and to ratepayers when due to water or wind forecast 15 

variance or other specific factors for which the utility is unable to control and/or the 16 

regulator has established deferral or contingency fund cost accounts, e.g., DCF or RFID 17 

related thermal generation fuel costs. 18 

The DCF and prior contingency funds approved by the Board to assign water-related 19 

thermal fuel generation costs to ratepayers in each instance retained YEC responsibility 20 

for forecast thermal generation fuel cost variance due to total generation load forecast 21 

variance.3 This cost assignment is common practice in Canadian hydro generation 22 

jurisdictions.   23 

                                                 
1 Yukon experience during the period of Faro mine operation highlighted the impact of major swings in rates 
when the mine shut down, e.g., the 1993 mine closure lead YEC to seek an average rate increase of almost 
60%, of which the Board approved an increase of over 30% (see response to YUB-YEC-2-2(c)). A prime goal 
of water-variance contingency funds such as the DCF is to smooth out over the long-term life of hydro 
generation assets the rate impacts related to thermal generation cost changes related to annual water 
changes.  
2 This factor is recognized in YEC’s 2017/18 GRA. Prior GRA’s did not separate out this factor. 
3 The Board has been clear that the utilities alone should bear the risk for thermal cost variances due to 
variances from forecast total generation requirements (noting thermal zone communities as one example 
where this applies and hydro generation does not exist), while also noting that all parties agree that hydro 
generation risks related to water lie with the ratepayer (see Section 2.3.1.4 of Appendix A to Board Order 
2015-01). The Board has separately, in 2008/09, approved the Purchase Power Flow Through Account for 
YECL [now AEY] which allows AEY to flow through to its customers any ERA charges incurred due to 
additional costs incurred by YEC due to changes in wholesale volumes. 
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Please see response to YUB-YEC-2-2(c) for detailed review of relevant GRA filings and 1 

Board Orders regarding the principle that risk of low water conditions variance relative to 2 

GRA forecasts, as regards added cost of thermal generation, is borne by customers of the 3 

utility. See response to YUB-YEC-2-9(e) and YUB-YEC-2-31(c) and (d) regarding 4 

contingency fund approaches used with regard to water-related hydro generation 5 

variances in other Canadian jurisdictions. 6 

Wholesales impacts on YEC are one instance where neither the retail/ industrial 7 

ratepayers nor YEC have been responsible for forecast thermal generation fuel cost 8 

variance due to total generation load forecast variance. As originally proposed for the 9 

ERA, this generation fuel cost variance is shifted from YEC to YECL and would not result 10 

in any cost impact to retail or industrial ratepayers. Key factors and documentation in this 11 

regard include the following: 12 

 In accordance with the directions in OIC 1991/92, similar to the current directions 13 

in Section 7 of OIC 1995/90 regarding fixing YEC wholesale rates to YECL (AEY)4, 14 

Order 1993-7 approved a restructured wholesale rate as proposed in the Joint 15 

YEC/YECL 1993/94 GRA5 to implement the ERA in order to provide a more stable 16 

balance of costs and revenues between the two companies in the event that YEC 17 

power sales to YECL vary from forecasts on an annual basis. 18 

 The ERA focus from the outset has been linked to adjusting between forecast and 19 

actual wholesale transfers at a rate based on YEC’s incremental thermal 20 

generation cost (net of revenues received) impacts.  21 

 As stated in the Joint YEC/YECL 1993/94 GRA, “The new wholesale rate [the ERA] 22 

will cause adjustments in transfers between YEC and YECL that balance the 23 

changes in revenues and costs caused by sales fluctuations and will have no effect 24 

on retail sales.”6  25 

(e) 26 

Since completion of the Mayo-Dawson Transmission Project, off-grid communities in 27 

Yukon are all served by AEY [not YEC].   28 

                                                 
4 Section 7 of OIC 1995/90 includes direction that YEC’s wholesale rates for AEY “must be sufficient to enable 
Yukon Energy Corporation to recover its costs that are not recovered from its other customers”. Similar 
directions were provided in Section 4 of OIC 1988/150 and Section 9 of OIC 1991/62.  
5 See Section 5 of Order 1993-7 (page 5-1) for the Board’s review of this matter. 
6 Joint YEC/YECL 1993/94 General Rate Application, page 3-9. 
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Off-grid communities in Yukon are served entirely by diesel generation, i.e., there is no 1 

water risk related to hydro generation as exists on the Yukon grid. The utility (i.e., AEY) 2 

pays for forecast thermal generation fuel volume variances for off-grid communities that 3 

are due to forecast load variances.  4 

 5 

(f) 6 

 7 

No. The DCF does not put ratepayers at risk for all thermal generation fuel volume 8 

variances (including fuel volume variances not related to water conditions). The DCF 9 

clearly retains utility (rather than ratepayer) responsibility for certain thermal generation 10 

fuel volume risks. 11 

The DCF as it currently exists applies only to Yukon Energy. As reviewed in response to 12 

(d) above, under this DCF Yukon Energy is at risk for thermal generation fuel volume 13 

variances that are due to total generation load variances and ratepayers are at risk for 14 

thermal generation fuel volume variances that are related to water and wind variances as 15 

determined by the DCF (as well as due to RFID-related factors). 16 

 17 

(g) and (h) 18 

 19 

Ratepayers do not currently assume 100% of the risk for variances from thermal 20 

generation volume forecasts.  21 

Historically ratepayers have only carried the risk for thermal generation cost changes 22 

related to changes in hydro or wind generation (as well as changes in fuel price). Thermal 23 

generation cost changes between GRAs related to changes from forecast total generation 24 

load have historically been carried 100% by the utilities.  25 

Based on normal regulatory principles, none of the risks related to water variance are 26 

borne by the utility. In order to address this requirement, the utility needs to find acceptable 27 

methods to adjust rates in response to changes in water conditions. The DCF has been 28 

designed to meet this requirement.  29 
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YEC is not aware of any regulatory precedent for similar hydro electric utilities in Canada 1 

where thresholds have been introduced (say +/- 10% of forecast) wherein the utility 2 

assumes responsibility for thermal generation volume variances. In the context of the 3 

current DCF, introducing such a +/- 10% threshold concept relative to the LTA thermal 4 

generation would affect less than 10% of the 35 water years (see Table 3.4-4 of the GRA), 5 

add rather than reduce complexity, and move away from established regulatory principles 6 

and precedent. Accordingly, YEC is not aware of any such threshold that would be 7 

appropriate for the DCF LTA assessment (that would shift water risk to the utility) – nor of 8 

any threshold that would be appropriate for the total generation forecast volume (that 9 

would shift non-water risk to ratepayers). 10 

 11 

(i) 12 

 13 

YEC is unclear what is being proposed in this question.  14 

In dealing with water-related variances in thermal generation costs, the regulatory 15 

principles and precedent in Yukon is that the risk of low water conditions is to be borne by 16 

the ratepayer (see response to YUB-YEC-2-2(c)). On this basis, the suggested option for 17 

a new rate rider and deferral account ultimately would impact ratepayers rather than YEC, 18 

i.e., mechanisms would continue to be needed to ensure that ratepayers bear the risks 19 

and rewards related to water conditions. Impacts on YEC would likely be limited to the 20 

relative complexities to administer alternative approaches. 21 

The DCF is an established mechanism to achieve rate stabilization related to water 22 

variances. The question suggests an option whereby the following occur: 23 

 The DCF is replaced. It currently charges or rebates to the utility for any variance 24 

from LTA hydro generation for the grid firm load, subject to caps set by the Board, 25 

i.e., charges or rebates to ratepayers occur when the fund goes beyond these 26 

caps. Rates to customers are otherwise set based on LTA hydro generation for the 27 

grid firm load. 28 

 A rider is set for all firm retail and industrial customers “to create a fund or 29 

deferral account to cover variances for extreme water conditions (flood or 30 

drought).” The following elements needed to implement this concept would need 31 

to be defined in order to assess the impacts, effectiveness and complexities: 32 
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o How will rates to customers be set (LTA or short term hydro forecast) and 1 

how will forecast thermal generation variances related to water be 2 

addressed? 3 

 If the DCF is removed and the new fund uses a fixed rider, how will 4 

variances in YEC thermal generation costs due to water-based 5 

hydro generation variances from GRA forecasts be addressed? 6 

 Is it correct to assume that LTA forecasts would likely not work for 7 

GRA filings absent a DCF mechanism? 8 

 Will YEC need to secure ongoing rate variances (or have a separate 9 

deferral account) to address ongoing changes from short-term 10 

hydro forecasts due to water variances? 11 

 How will the new fixed rider amount be determined? Under what 12 

circumstances will the fixed amount be varied? 13 

o How will the new fund or deferral account operate, including: 14 

 How will water-related variances in thermal generation fuel volumes 15 

be determined for the purposes of the new fund? 16 

 When will amounts be paid in versus out of the fund? 17 

 Will such transfers occur only when there are “extreme water 18 

conditions” and, if so, how will these be defined? 19 

 What caps (if any) will apply to the new fund? 20 

 What happens when the new fund hits the cap, i.e., is the rate rider 21 

suspended and/or an added rider applied? 22 

A core distinction for any effective deferral account for forecast thermal generation 23 

variances related to water is the fund’s ability to handle material (drought) changes in 24 

hydro availability.7 More information is needed to assess the extent to which the suggested 25 

option would in fact vary from the DCF in terms of ratepayer impacts and ability to handle 26 

extreme water conditions (drought or flood). 27 

                                                 
7 Board Order 2015-01, Appendix A, page 15 re: directions on matter of DCF cap. The Board also noted an 
interest in minimizing the frequency of related rider applications (in the context of rate instabilities). 
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TOPIC: Risk Assignment 1 

 2 

REFERENCE: YEC Part II Application (December 6, 2017), page A2.2-2, PDF 3 

page 30 4 

 5 

QUOTE: From the outset of Board review of YEC revenue requirements in the 6 

late 1980s, it was understood that the risk of low water conditions, as 7 

regards added cost for thermal generation, would need to be borne by 8 

the customers of the utility. 9 

 10 

PREAMBLE:  11 

 12 

QUESTION: 13 

 14 

a) Is “low water conditions” a defined term? 15 

 16 

b) If “low water conditions” is not a defined term, please provide a definition of 17 

low water conditions and an explanation for YEC’s working use of the term. 18 

 19 

c) On what basis did YEC conclude that the risk of low water conditions, as it 20 

relates to additional cost for thermal generation, is to be borne by the 21 

ratepayers? Was this statement made in a Board decision? If so, please 22 

provide the excerpts from that decision. 23 

 24 

ANSWER: 25 

 26 

(a) and (b) 27 

 28 

“Low water conditions” is not a defined term. In the context of the current GRA and the 29 

DCF, such conditions are considered to exist when actual hydro generation is below long 30 

term average hydro generation due to lack of water. In the broader context of the above 31 

quote and earlier GRAs prior to adoption of LTA hydro forecasts, such conditions 32 

reference the risk of higher-than-GRA-forecast thermal generation costs due to lower-33 

than-forecast water conditions resulting in lower-than-forecast hydro generation. 34 
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Looking at current grid loads and conditions, thermal generation higher than LTA will be 1 

required in years when hydro generation water conditions are less than the LTA.  2 

 3 

Appendix 3.4, Attachment 3.4.2 (Table 3.4-4), indicates that at approximate 2018 GRA 4 

load levels (420 GWh/year), LTA thermal generation over the 35 water years of record is 5 

13.9 GWh/year. The information outlines impacts on thermal generation at the 420 6 

GW.h/year load in water years with “low water conditions” relative to the LTA: 7 

 8 

 By way of example, a repeat of water conditions experienced in 1998 would result 9 

in 31.2 GWh/year of thermal generation (2.25 times the LTA thermal generation of 10 

13.9 GW.h/year). 11 

 12 

 A repeat of water conditions experience in 1999 would result in 107.5 GWh/year 13 

of thermal generation (7.73 times the LTA thermal generation of 13.9 GW.h/year).  14 

 15 

 In summary, “low water conditions” with thermal generation in excess of 13.9 GWh 16 

[LTA] at the 420 GW.h grid load would be required in 10 of the 35 water years 17 

[thermal generation requirements in excess of LTA range from 14.2 GWh in 2003 18 

to 107.5 GWh in 1999], and these 10 low water years (at the 430 GW.h load) are 19 

consecutive. 20 

 21 
The same Table 3.4-4 shows how the LTA and low water condition water years vary with 22 

different grid loads. The response to John Maissan-YEC-1-21-Revised, for example, 23 

includes assessment in this table at a load of 490 GW.h/year (approximate 2018 load level 24 

with VGC Group load added). At this higher load, the LTA is 51.1 GW.h/year and “low 25 

water conditions” with thermal generation in excess of 51.1 GWh [LTA] would be required 26 

in 16 of the 35 water years [thermal generation requirements in excess of LTA range from 27 

51.8.0 GWh in 1982 to 125.5 GWh in 1999], and the 16 low water years are not all 28 

consecutive. 29 

 30 

Please see YUB-YEC-2-12(b) for review of fuel cost impacts related to the above low 31 

water condition examples.  32 
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(c) 1 

 2 

Yukon Energy made this conclusion based on its understanding of GRA filings and Board 3 

Orders throughout the period that Yukon Energy has been regulated by the Board. 4 

 5 

Yukon Energy’s understanding is that it has long been a principle in this jurisdiction that 6 

risk of low water conditions, as it relates to additional cost for thermal generation, is to be 7 

borne by the ratepayers. This principle has been implicit in the operation of the DCF as 8 

well as the earlier Low Water Reserve Fund (LWRF), and has been accepted by the Board 9 

and intervenors as evidenced in prior GRA proceedings and related Board Orders 10 

approving the operation of each of these funds.  11 

 12 

The relevant history of GRA filings and Board Orders related to this principle is detailed 13 

below.  14 

 15 

Yukon Energy 1989/90 GRA and Order 1989-4 16 

 17 

Yukon Energy’s first GRA filing with the Board for the 1989/90 GRA indicated that a reserve 18 

of $2,250,000 had been established by YEC out of retained earnings in 1987 to assist in 19 

maintaining rate stability in the event of uninsured losses and additional costs resulting 20 

from low water levels1. Of this amount $2,000,000 was established to protect against 21 

increased costs to produce electricity by diesel generation at times of low water conditions 22 

and shutdowns of hydro facilities; it was noted that this would enable the Company to 23 

cushion the impact of low water conditions before having to ask the Board for an increase 24 

in consumer rates.2 At that time, the Company explained that the reserve would be 25 

replenished when drawn down, and noted options in this regard to include an application 26 

for a special surcharge rider, provision for amounts as a portion of YEC’s revenue 27 

requirement at a GRA, or a charge against retained earnings.3 Company witnesses also 28 

agreed that if risk of low water conditions of a utility is borne by the customers of the utility, 29 

then the compensation to investors of the utility should be less than would otherwise be4. 30 

                                                 
1 1989/90 GRA, page 2-28. 
2 See Order 1989-4, page 19.  
3 Ibid. 
4 See Order 1989-4, page 20.  
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While the Board provided no specific comment on the reserve fund in its reasons, the Board 1 

Order quoted the following basis for the fund as provided by Company witnesses5:  2 

 3 

“The provision has been made that the owners of the utility, who are in the end the 4 

people, have set aside from retained earnings before regulation a healthy sum so 5 

that the owners are in fact taking the first crack at the reserve fund. Based on the 6 

NCPC experience and experiences in other jurisdictions, though, it would be 7 

appropriate in the long run for the consumers of the utilities to be paying for 8 

their own contingencies.” Emphasis added. 9 

 10 

In summary, Yukon Energy’s first filings with the Board on this matter indicated that, based 11 

on the prior NCPC experience and experiences in other jurisdictions, the consumers of the 12 

utilities in effect bear the ongoing risk of additional costs from low water conditions, and 13 

that it would be appropriate in the long run for these consumers to be paying for their own 14 

contingencies. See YUB-YEC-2-2(c) Attachment 1 for the relevant excerpts of the 1989/90 15 

GRA and Board Order 1989-4. 16 

 17 

Yukon Energy 1991/92 GRA and Order 1992-1  18 

 19 

The 1991/92 GRA and Order 1992-1 re-affirmed the principle that ratepayers, and not the 20 

utility shareholders, receive the benefits as well as the added costs resulting from changes 21 

in hydro forecasts from GRA forecasts.  22 

 23 

The 1992 GRA revenue requirement was adjusted in October 1991 [subsequent to the 24 

GRA being filed June 6, 1991] in part to reflect higher than expected 1991 water flows that 25 

would enable YEC to save diesel fuel and O&M costs of $4,057,000 [reducing the potential 26 

impact on YEC’s revenue requirement by $2,000,000].6  Above average rainfall during  the 27 

summer filled the Aishihik reservoir to the full supply level, increasing available hydro 28 

generation from 107 GWh as forecast in the GRA to 150 GWh; and consequently reducing 29 

forecast diesel generation requirements by 43 GWh [from 91.6 GWh to 48.6 GWh]. 30 

                                                 
5 Ibid. 
6 The initial GRA application submitted in June 1991 noted increased costs to providing service related in part 
to “increased energy consumption and the decrease in hydraulic generation. This increased diesel generation 
is due primarily to the depletion of the Aishihik Lake storage system.” 
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Yukon Energy sought the following approvals regarding implementation of the Low Water 1 

Reserve Fund (LWRF) as part of the October 1991 revision during the 1991/92 GRA7: (1) 2 

that the reserve be established in the manner proposed8; that a $4 million maximum 3 

amount be approved for the reserve; and that the Board approve an update to YEC’s initial 4 

Application [October 21, 1991 update] that would increase forecast Aishihik generation 5 

from 107 GWh to 150 GWh for the 1992 test year based on higher-than expected water 6 

availability which occurred after filing the initial Application in June 1991. 7 

 8 

In its application, YEC specifically noted as follows regarding its previously established 9 

contingency reserve9:  10 

 11 

“YEC’s contingency reserve remains, from the previous Application, as an 12 

unfunded reserve for low water ($2.0 million) and a reserve for uninsured losses 13 

($250,000). This reserve is treated as no-cost capital in the GRA, reflecting its use 14 

to fund YEC’s rate base. It is the intention of YEC that this reserve be treated 15 

as a customer operating reserve rather than as part of Shareholders’ equity, 16 

with appropriations and withdrawals in future being reflected in the statement 17 

of income prior to determination of net income.”  [Emphasis added] 18 

 19 

The principles underlying the fund and risk allocation were summarized as follows by 20 

Yukon Energy witnesses [as summarized by the Board in Order 1992-1]10:  21 

 22 

“I think that’s the important thing to focus on from the customers’ point of view, is 23 

that it [the low water financial reserve] takes any excess earnings which result from 24 

a factor such as rainfall, and makes sure that the customers eventually get it. 25 

                                                 
7 As summarized in Board Order 1992-1, page 51. 
8 Board Order 1992-1, page 49 summarizes the Board’s understanding of how the LWRF would be 
implemented as follows in relation to the GRA: (1) the Company will determine the level of the lake [Aishihik] 
at the time the forecast is prepared; (2) the Company will forecast average water inflows during the year; (3) 
based on steps (1) and (2) the Company will forecast the amount of hydro generation and thus the required 
amount of diesel generation; and (4) at the end of the year the Company will determine if the forecast diesel 
generation differed from actual experience due to water flows and if so the reserve will be increased or 
decreased accordingly. 
9 1991/92 GRA, pages 2-24 and 2-25. 
10 See Order 1992-1, page 47. 
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“As I stated before, in the case of a low water year, we would be inclined, I think [in 1 

the absence of such a reserve], to come back to the Board for higher rates in a year 2 

because the potential impact is quite large.” 3 

 4 

The Board indicated in Order 1992-1 concern that “the use of the ‘level of the lake at the 5 

time the (hydro) forecast is prepared’ as proposed in the October 1991 update rather than 6 

using a hydro generation forecast based upon long term average hydro generation may 7 

lead to rate instability.”11 While the Board accepted the hydro generation forecast for 1992, 8 

it noted an expectation for Yukon Energy to present evidence relating to the advantages 9 

and disadvantages of using current water levels as compared to long term average hydro 10 

generation. The Board approved the LWRF but noted that all matters relating to the low 11 

water reserve would need to be re-examined at the next general rate application.  12 

 13 

See response to YUB-YEC-2-3(a) Attachment 2 which provides the relevant excerpt of 14 

Order 1992-1 approving the Low Water Reserve Fund as applied for in the 1991/92 GRA.  15 

 16 

Yukon Energy 1993/94 GRA and Order 1993-8 17 

 18 

The 1993/94 GRA occurred after the Faro mine (as then operated by Curragh Resources) 19 

had shut down, and YEC was required as a result to seek a very large rate increase (i.e., 20 

the revised application sought a cumulative increase through January 1994 of 58.62% over 21 

1992 rates)12 to address the large overall loss of net income to fund rate base. In this 22 

context, hydro generation forecasts were not a material consideration in determining the 23 

test year revenue requirements.  24 

 25 

The benefits of the low water reserve fund, as well as pros and cons related to using long 26 

term average generation versus short term forecasts based on current Aishihik Lake levels, 27 

were reviewed (as previously directed by the Board) in the 1993/94 GRA, Volume 1, Tab 28 

5, pages 5.0-6 to 5.0-11 [see Attachment YUB-YEC-2-2(c) Attachment 2]. It was noted that 29 

“diesel generation cost variance from GRA forecasts in any year will reflect many factors, 30 

including variances in overall sales, diesel fuel prices, equipment availability, and water 31 

flows”; however, the low water financial reserve “is to be affected only to the extent that 32 

                                                 
11 At page 52 of Order 1992-1. 
12 See Decision 1993-8, page 6. The Board approved a cumulative increase of 31%, a reduction of almost 
one-half of the increase requested by the Companies. 
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diesel generation variance is directly related to water flow variances that have affected 1 

hydraulic generation”. 2 

 3 

Intervenors had proposed that, since Curragh was expected to remain off the system during 4 

the test years, little diesel would be required and the level of the reserve could be reduced 5 

“without significant risks to ratepayers”. At page 70 of Order 1993-8 approving YEC’s 6 

updated GRA filing, the Board notes its agreement with the parties that a reasonable 7 

drawdown of the LWRF can be effected to reduce rates in the current Test Years without 8 

creating undue risk for future customers.  9 

 10 

See YUB-YEC-2-2(c) Attachment 2 for the relevant excerpts of the 1993/94 GRA, Volume 11 

1, Tab 5, Pages 5.0-6 to 5.0-11 and Board Order 1993-8. 12 

 13 

Yukon Energy 1996/97 GRA, Negotiated Settlement and Order 1996-7:  14 

 15 

The 1996/97 GRA occurred after Faro mine operation had resumed in 1995, and the added 16 

YEC net income resulting from these resumed operations had in effect been made interim 17 

and refundable by Board Order 1995-01. In this context, hydro generation forecasts had 18 

once again become relevant for GRA revenue requirement determinations. The filings, 19 

settlement agreement, and Board Order all reaffirmed the principle that the risk of low water 20 

conditions, as it relates to the cost for thermal generation, is to be borne by the ratepayers. 21 

This is the first GRA when hydro generation forecasts for the test years (and therefore 22 

related thermal generation forecasts for the test years) were approved based on LTA hydro 23 

generation estimates. 24 

 25 

In the 1996/97 GRA, the Companies noted that significant variance in water flows “led the 26 

Companies to reassess their position with respect to the use of the low water reserve 27 

fund.13” As part of the 1996/97 GRA the Companies proposed shifting from short-term 28 

forecasts, based on Aishihik Lake levels at the time of filing, to LTA hydro forecasts. The 29 

Companies noted that potentially large fluctuations in rates caused by variances in 30 

available water flows warranted moving to LTA for determining rates, and proposed to use 31 

the LWRF as a Rate Stabilization Fund to “absorb annual fluctuations in available water 32 

resources without resorting to massive rate fluctuations from year to year.” 33 

                                                 
13 1996/97 GRA, page 2-4. 
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The 1996/97 GRA was subject to a Negotiated Settlement process which established the 1 

Diesel Contingency Fund [to replace the Rate Stabilization Fund as proposed in the 2 

1996/97 GRA], and which was to “operate to smooth customer rate changes and offset 3 

forecast diesel costs.”  4 

 5 

The Negotiated Settlement established that “rates and the fund will be determined using 6 

the long-term average water expected to be available for generation (105 + 246 GWh)”; 7 

and “the fund is only to be used for the purposes of stabilizing customer rates and 8 

offsetting diesel generation cost estimates and the fund is not to be accessed for other 9 

reasons including government subsidy of rates.”14 The Negotiated Settlement was 10 

approved by the Board in Order 1996-7. The Board noted that it was satisfied that the 11 

settlement agreement was in the best interests of the public and accepted the settlement 12 

package as presented.  13 

 14 

See YUB-YEC-2-2(c) - Attachment 3 for the relevant excerpt of Yukon Energy’s 1996/97 15 

GRA Application. See YUB-YEC-2-3(d) – Attachment 1 which provides a copy of the 16 

Negotiated Settlement. See also YUB-YEC-2-3(c) – Attachment 1 which provides Order 17 

1996-7, including materials relevant to the negotiated settlement. 18 

 19 

1999 YUB Review of DCF – Order 1999-3 20 

 21 

The Board in 1999 reviewed the DCF purpose and implementation for the period 1996 22 

through 1998, and approved in Order 1999-3 the additions and deletions to the fund over 23 

that initial period. See YUB-YEC-2-3(d), Attachments 2-4 for YEC letters reviewing the 24 

DCF over this period, and Order 1999-3. 25 

 26 

The question as to why a DCF (or similar rate stabilization mechanism) is needed was 27 

reviewed in this 1999 proceeding and summarized in a letter by Yukon Energy to the 28 

Yukon Utilities Board (based on an excerpt from a report to the YUB in April 1997 prepared 29 

by the Accounting firm Stephen Johnson  - see YUB-YEC-2-3(d), Attachment 3): 30 

 31 

“In certain jurisdictions, electric power is generated at hydro dams or run-of-the-32 

river hydro operations. Low Water Reserves have been established to protect 33 

                                                 
14 See March 11, 1996 Letter from Bill Grant to Bill Byers regarding Proposed Settlement of Issues Concerning 
the Revenue requirement and Rate Design Application of YEC and YECL attached to Order 1996-7. 
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customers against short term fluctuations in the cost of electricity when more costly 1 

sources of generation, such as diesel, are substituted for hydro generation at times 2 

of low water conditions behind the dams or in the rivers. Simply, lower than 3 

average water level conditions generally result in higher diesel generation costs…” 4 

 5 

“Given that the reserve is a vehicle for smoothing the cost fluctuations due to water 6 

level divergence from average, it is set up so that it can be drawn down to offset 7 

the costs of diesel generation in years of low water levels.” 8 

 9 

The same letter noted that “the DCF is set up so to replenish in years of high water levels. 10 

The result is better rate stability and predictability for both customers and utilities.” 11 

 12 

2014 DCF/ERA Proceeding 13 

 14 

The premise for, and principles underlying the DCF have most recently been reviewed as 15 

part of the 2012/13 GRA [where the DCF was updated and reactivated] and the 2014 16 

DCF/ERA Proceeding. These proceedings reaffirmed the principle that the risk of low water 17 

conditions, as it relates to the cost for thermal generation, is to be borne by the ratepayers. 18 

 19 

As reviewed in response to YUB-YEC-2-3(b), surplus hydro conditions following closure of 20 

the Faro mine resulted in suspension of the DCF from 1998 until 2012. Under these 21 

conditions, hydro generation forecasts were once again not a material consideration in 22 

determining the test year revenue requirements in the GRA proceedings that occurred for 23 

2005 and 2008/09. The 2012/13 GRA therefore re-implemented the principles related to 24 

the DCF and the adoption of LTA hydro forecasts for GRA purposes. 25 

 26 

In Order 2015-01 approving the DCF the Board noted that “all Parties to this proceeding 27 

agree that there is a need for a mechanism that effectively protects ratepayers from diesel 28 

generation cost impacts caused by fluctuation of hydro generation due to water conditions 29 

or changes in wind conditions.”15 Further, the Board accepted the DCF as proposed by 30 

YEC “because it is a fund for customers to smooth rate impacts for those occasions when 31 

hydro generation is less than LTA or to build up the fund when hydro generation is greater 32 

than LTA.”16 33 

                                                 
15 Order 2015-01, Appendix A, page 11. 
16 Order 2015-01, Appendix A, page 14. 
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See YUB-YEC-2-2(c) - Attachment 4 for the relevant excerpt of Order 2015-01. 1 
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shock is still an obtainable objective43 and therefore submitted that a DCF cap of $4 - $5
million is preferred.44

Regarding YEC’s use of the YECSIM model, UCG made the following comments: 

With respect to YEC's position that annual YECSIM model determinations of 
"expected default diesel generation" are appropriate for the DCF, UCG repeats its 
argument that it is detrimental to the review efforts of the YUB and stakeholders 
to have YEC refuse to provide all the data, calculations and assumptions used to 
derive the YECSIM model by hiding behind a proprietary model claim.45

… it is still important for an independent review of the model to verify that it is
the optimal program to be using.46

UCG agrees with AEY's [YECL’s] argument that YEC's DCF proposal appears to 
be excessively and unnecessarily complex and agrees with AEY's [YECL’s] 
conclusion that a complex and untestable model like the YECSIM to attempt to 
forecast diesel volumes and then using the same model to calculate the amount to 
which the forecast is trued up, goes against basic principles of deferral accounts 
and causes unnecessary complexity.47

2.1.1.4 Views of the Board 

The Board notes that all Parties to this proceeding agree that there is a need for a 
mechanism that effectively protects ratepayers from diesel generation cost impacts 
caused by fluctuation of hydro generation due to water conditions48 or changes in wind
conditions. The question before the Board is: How is this best accomplished? Currently, 
there are three models for the Board to consider: YEC Option A, YEC Option B and 
YECL Diesel Deferral Account (DDA), which is discussed later in these reasons. 

YEC’s Option A and Option B present the same DCF model, the difference between the 
two pertains to the ERA, which is discussed in the next section of these reasons. 

The Board notes the following from YEC’s evidence: 

Diesel generation fuel costs at 100% LTA related to any incremental growth 
above GRA approved forecasts in any year are also charged to YEC under the 
DCF as proposed in YEC's January 31, 2014 filing, regardless as to actual diesel 
generation that occurs in any year. This reflects long-standing principles under the 

43 UCG Reply Argument, page 4. 
44 UCG Reply Argument, page 2. 
45 UCG Reply Argument, page 2. 
46 UCG Reply Argument, page 3. 
47 UCG Reply Argument, page 4. 
48 UCG Final Argument, page 6, AEY [YECL] response to YUB-YECL-1-7 (b), YEC argument, page 5 
and YEC Supplemental Filing, Attachment 1, page 1-3. 
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DCF and YEC's prior Low Water Reserve Fund, i.e., when the DCF is activated, 
YEC's actual costs for diesel in any year reflect GRA approved diesel generation 
forecasts based on specified water forecast assumptions and not actual YEC 
generation.49 [emphasis added]

The Board interprets that the above sets out how the fund operates. That is, YEC records 
the expected diesel costs based on long-term average (LTA) hydro availability50. Any
deviation between the expected diesel costs at LTA availability and actual diesel costs are 
then attributed to the DCF. 

Generally, the issues brought forward by parties regarding the DCF pertain to the 
YECSIM model, diesel being “on the margin” and secondary sales. Regarding the latter 
two, YEC has provided sufficient evidence51 to convince the Board that based on current
loads, expected load growth, and LTA hydro generation that there is a reasonable 
expectation that under these conditions that diesel or “thermal” generation will form part 
of baseload generation thus making the question of diesel being either “on the margin” or 
“off the margin” moot. Therefore, the Board does not consider diesel being “on the 
margin” part of the criteria for invoking the DCF. Further, regarding secondary sales, the 
availability of secondary sales for discrete portions of the year does not take away that 
over the course of the year thermal generation is required for baseload generation under 
LTA water conditions, not just for peaking purposes. The availability of secondary sales 
can represent a situation where water availability diverges from LTA. That is, there can 
be more hydro availability than LTA thus make secondary sales available, or there can be 
less hydro availability than LTA, but the fixed load profile for certain periods is such that 
fixed load is less than hydro availability and therefore secondary sales can be made 
available. Thus the availability of secondary sales does not determine the application of 
the DCF. 

With respect to the use of the YECSIM model, YECL has brought forward several 
points: 

 the complexity of the YIS;
 operational decisions which can impact line losses and hence diesel

requirements;52

 the complexity of the YIS environment and the ability to isolate a single variable
such as water flow appears unrealistic53; and

 it is more efficient to test forecast to actual results versus testing the accuracy of a
complex model.54

49 YEC Supplemental Filing (June 30, 2014), Attachment 1, page 1-3. 
50 LTA is adjusted for Fish Lake Hydro and forecast Wind generation. 
51 See for example YEC application, Appendix 1.1 Pages 1.1-5 to 1,1-6, Attachment 1.1 page A1.1-9 to 
A1.1-10 and pages 1.1-11 to 1.1-15 
52 AEY [YECL] Final Argument, paragraph 14. 
53 AEY [YECL] Final Argument, paragraph 14. 
54 AEY [YECL] Final Argument, paragraph 26. 

Yukon Energy Corporation 
2017-2018 General Rate Application 

YUB-YEC-2-2(c) Attachment 4

April 6, 2018 A-2



  

YECL further stated: 

YEC's proposed DCF mechanism, however, is contrary to these basic principles 
of a deferral account. It utilizes the overly complex, opaque, untestable YECSIM 
model to not only forecast diesel volumes for the purposes of setting YEC's rates, 
but it is also uses the YECSIM model to calculate the "expected actual" diesel 
volume amount, which the forecast is trued up to, for the purposes of determining 
the amount to credit to the DCF.55

YECL further stated that due to its proprietary nature, YECSIM cannot be independently 
tested or retrospectively verified56 and concluded by saying:

ATCO Electric Yukon [YECL] continues to have grave doubts that any model, no 
matter how sophisticated or expensive, could be designed to accurately isolate the 
impact of water and wind variability from all of the numerous other factors that 
can affect diesel consumption.57

UCG echoed many of the points made by YECL and in addition requested independent 
verification of the model. 

YEC responded to the YECL and UCG comments by stating this argument was without 
merit, in that it fails to recognize the specific basis upon which the Board approved 
current rates as well as essential features of any DCF. Therefore, it provided no basis for 
concluding that the DCF is no longer relevant or appropriate58 and that DCF mechanisms,
as approved in the past as well as proposed today, must rely on an "expected diesel 
generation" amount based on either an assumption or a model's analysis of LTA hydro 
generation.59

YEC added: 

Yukon Energy's [YEC’s] submission is that discontinuing a DCF based on 
forecast LTA water conditions would increase rate instability, mask rather than 
display the expected long-term cost of power, and frustrate rather than facilitate 
intergenerational equity and fair treatment related to the benefits provided by 
hydro generation over its long-term economic life.60

Regarding the testing of the YECSIM model as noted earlier in this decision, YEC 
responded that there was no merit or relevance to suggestions that YECSIM is inaccurate, 
that YECSIM was designed by experts and custom made for the operation of the YEC 

55 AEY [YECL] Final Argument, paragraph 27. 
56 AEY [YECL] Final Argument, paragraph 30. 
57 AEY [YECL] Reply Argument, paragraph 10. 
58 YEC Reply Argument, page 4. 
59 YEC Reply Argument, page 4. 
60 YEC Reply Argument, page 5. 
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power system, that YECSIM was not designed to replicate the past and that a true-up to 
actual results has no relevance to the past or current DCF mechanism.61 In addition YEC
further noted that in the past, and in the current DCF proposal, actual diesel generation 
for DCF determination is not adjusted for changes from GRA approved load or 
generation forecasts due to changes in industrial loads, load shape over the year, or 
overall system losses, and therefore each of these factors can affect DCF results — a 
point which has nothing to do with YECSIM per se, and which in no way invalidates past 
or proposed DCF mechanisms.62

When the Board considers the two proposed models (DCF and DDA), both have a 
forecast element63 in terms of diesel costs and both review those forecasts versus either
actual results or adjusted actual results. The Board has previously accepted LTA hydro 
generation as the basis for YEC GRA forecasts64. The 2012-13 LTA forecast was
provided by means of YEC’s YECSIM model and was not contested at that time. 
Moreover, no evidence has been presented in this proceeding that the YECSIM model 
does not operate as it is intended, or that there would be any harm to customers if the 
model is used in a consistent fashion for DCF purposes. The evidence of YEC is that the 
fund is held in “trust” for customers. 

However, if YEC is to continue to use the YECSIM model for forecasting, it has to make 
the model and its results available for testing because as a public utility its forecasts and 
rates proposals that are based on its forecasts are subject to testing by interveners and the 
Board. Providing forecasts which can be tested is essential in setting rates.  

Therefore, although the Board has noted the other parties concerns regarding the 
YECSIM model, and is aware that the YECSIM model has not been tested before the 
Board65, the Board accepts the DCF as proposed by YEC because it is a fund for
customers to smooth rate impacts for those occasions when hydro generation is less than 
LTA or to build up the fund when hydro generation is greater than LTA. The Board 
approves the DCF as proposed by YEC. However, the Board directs that the DCF fund is 
to be used only for variations from LTA water availability. Any application to utilize the 
fund in some other fashion will require the closing of the fund, the refunding of any 
balances to customers, and the direction for YEC to use short-term forecasts for its hydro 
generation for future GRAs. 

In terms of “caps” for the DCF, the Board is of the view that the +/- $2-million level 
proposed by YECL is too low and would require frequent rider applications before the 
Board. The +/- $5-million level as proposed by UCG would have minimal impact in the 

61 YEC Reply Argument, page 15. 
62 YEC Reply Argument, page 15. 
63 For YEC, please see the overview of the DCF in this Appendix A taken from YEC’s 2012 General Rate 
Application, Transcript Volume 3, November 14, 2012, pages 573-574. For YECL, from the DDA section 
later in this Appendix, at page 7 of the AEY [YECL] Application, the first step is to “Determine the diesel 
revenues recovered by YEC rates” is based on forecast. 
64 Board Order 2013-01, Appendix A: Reasons for Decision, paragraph 60. 
65 The results of the model have been tested, but the model itself has not been tested before the Board. 
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case of a severe drought. Thus, the Board accepts the level of +/- $8 million as proposed 
by YEC as an acceptable balance between frequency of rider applications and ability to 
handle material (drought) changes in hydro availability.  

YEC is to reflect the result of this decision in its compliance filing to this decision. In the 
compliance filing, YEC is to provide an updated balance for the DCF and include any 
actions to be undertaken regarding that balance if necessary. 

To summarize, secondary sales or diesel being “on the margin” are not hurdles to be 
overcome before the DCF is applied. The Board accepts there is sufficient load on the 
system for diesel to form part of baseload generation and therefore to apply the DCF. 

Whatever model YEC uses to determine LTA hydro generation, DCF calculations or 
other forecast process, that model and its results, or other forecast process must be made 
available for testing by the Board and interveners. 

The DCF is to be used for variations in LTA hydro availability. Any application of the 
DCF outside of this intended use may result in the cessation of the DCF, the dispensation 
of any balance in the DCF, and the use of short-term forecasts for hydro generation in 
future GRAs. 

The DCF will have a cap of +/- $8 million as proposed by YEC. If the balance in the 
DCF falls out of the +/- $8 million range, YEC shall make an application to the Board to 
dispense with the balance that is outside of that range within 60 days of the outside-the-
range occurrence. 

2.2 ENERGY RECONCILATION ADJUSTMENT 

YEC describes the Energy Reconciliation Adjustment (ERA) as: 

… an element of Rate Schedule 42 Wholesale Primary (YEC). The ERA
determines how Yukon Energy’s annual diesel cost variances due solely to 
variances from YUB approved GRA wholesale forecasts are to be reflected in 
Yukon Energy’s rate charged to Yukon Electrical. Yukon Energy’s diesel cost 
impacts included in the ERA are determined after the Diesel Contingency Fund 
(DCF), and therefore exclude diesel generation impacts related to current water 
conditions. 

The ERA addresses the material gap that exists between the average wholesale 
energy rate that YEC charges YECL under Rate Schedule 42 and the incremental 
cost of diesel incurred by YEC when diesel generation changes occur in response 
to changes in YECL’s wholesale purchases. The ERA is required to comply with 
OIC direction that the YEC wholesale rate charged to YECL include appropriate 
provisions to ensure that YEC recovers its costs. (footnotes omitted)66

66 YEC Application, Appendix 2, page 2-1. 
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TOPIC: Stabilization Mechanism 1 

 2 

REFERENCE: YEC Part II Application (December 6, 2017), page 2-2, PDF page 30 3 

 4 

QUOTE: An initial thermal cost or contingency fund account mechanism (i.e., 5 

the Low Water Reserve Fund, or “LWRF”) to address water-based 6 

variances from thermal generation forecasts was established in the 7 

early 1990s, when YEC relied upon short-term hydro generation 8 

forecasts for GRA purposes. The Board at that time noted concerns 9 

about lack of rate stability with use of short-term versus LTA hydro 10 

generation forecasts for GRA purposes. … DCF was approved by 11 

the Board to replace the LWRF as the thermal cost or contingency 12 

fund account mechanism to address thermal generation cost 13 

variances from GRA approved LTA forecasts and to smooth rate 14 

cost fluctuations due to water level divergence from average. 15 

(Emphasis added) 16 

… 17 

 In 1996/97, after the Faro Mine resumed operations, LTA hydro 18 

generation forecasts were adopted for GRA purposes and the DCF was 19 

approved by the Board to replace the LWRF as the thermal cost or 20 

contingency fund account mechanism to address thermal generation 21 

cost variances from GRA approved LTA forecasts and to smooth rate 22 

cost fluctuations due to water level divergence from average. 23 

 24 

PREAMBLE:  25 

 26 

Clarification is needed regarding the change from using LTA hydro generation 27 

forecasts to ST hydro generation forecasts and back to the current LTA hydro 28 

generation forecasts. 29 

 30 

QUESTION: 31 

 32 

a) Please provide a copy of reasons of the Board or a Board Order in which the 33 

Board accepted the use of short-term versus LTA hydro generation forecasts 34 

for GRA purposes. 35 

 36 

b) Has YEC continuously used LTA for hydro generation since 1996/97? Please 37 
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explain. 1 

 2 

c) Please provide the reasons of the Board or a Board Order in which the Board 3 

accepted LTA hydro generation forecasts from the 1996/97 GRA. 4 

 5 

d) With respect to the DCF that was part of the 1996-97 GRA, 6 

i. Please provide details as to how the DCF operated, including sample 7 

numerical calculations of how determinations were made to either pay 8 

or withdraw funds from the account. 9 

ii. How were water level divergences determined? 10 

 11 

ANSWER: 12 

 13 

(a) 14 

 15 

YUB-YEC-2-3 (a) - Attachment 1 provides the relevant excerpt from the Yukon Energy 16 

1991/92 GRA seeking approval of revenue requirements and rates, as well as the Low 17 

Water Reserve Fund (LWRF), using what today is in effect considered as a short term 18 

hydro generation forecast [i.e., the forecast was based on the level of Aishihik Lake at the 19 

time the GRA forecast was prepared, and long term average inflows thereafter]. At that 20 

time, Yukon Energy did not provide any option or assessment regarding potential use of 21 

long-term average hydro generation for the GRA or the LWRF, i.e., the Board was not 22 

asked in the 1991/92 GRA to consider short-term versus LTA hydro generation forecasts 23 

for GRA purposes.  24 

YUB-YEC-2-3 (a) - Attachment 2 provides the relevant excerpt of Order 1992-1 approving 25 

the short-term hydro forecasts and the Low Water Reserve Fund as applied for in the 26 

1991/92 GRA.  27 

It is noted that the Board in Order 1992-1 indicated concern that not using a long term 28 

average hydro generation forecast (which would in effect include LTA assessment of 29 

Aishihik reservoir levels) may result in rate instability. While the Board in Order 1992-1 30 

accepted the short term hydro generation forecast provided by Yukon Energy in that GRA, 31 

it directed Yukon Energy to present evidence related to the advantages and 32 

disadvantages of using current water levels as compared to long term average hydro 33 

generation at its next GRA1. 34 

                                                 
1 See Order 1991-2, page 52. 
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(b) 1 

 2 

YEC has not continuously used LTA for hydro generation for GRA purposes since 3 

1996/97, in the sense that the DCF was effectively suspended from 1998 until 2012.  4 

The Faro mine closed permanently in 1998, subsequent to the 1996/97 GRA, leaving a 5 

material surplus of hydro generation on the WAF system. Consequently, the impact of 6 

water flow variations on Yukon Energy diesel fuel generation costs was only relevant in 7 

the case of an extreme drought. The DCF and ERA also became effectively inactive over 8 

this period as diesel was not “on the margin” [i.e., the Faro mine had closed and there was 9 

a material hydro surplus].2 In these circumstances, LTA hydro generation forecasts were 10 

not relevant for the purpose of determining forecast diesel generation costs in rates; and 11 

rates for the 2005 Required Revenues and Related Matters proceeding and the 2008/09 12 

GRA did not include diesel generation requirements based on LTA hydro generation 13 

forecasts. 14 

Between 1998 and 2008, the existing diesel infrastructure was utilized primarily as reserve 15 

capacity to meet peak or short-term emergencies. The 2008/09 GRA noted that the DCF 16 

would not be advanced to the “diesel on the margin” mode until such time as the system 17 

had firm loads that exceeded the LTA capability of the system over the course of a long 18 

period (many months to years). However, it was also noted that the DCF could be required 19 

in the test years in the event of a drought.3  20 

The 2012/13 GRA Application noted that diesel generation had increased materially 21 

relative to the approved 2009 GRA forecast due to load growth and reduced surplus hydro 22 

generation. Further, ongoing non-industrial load growth and connection of the new 23 

industrial loads to the grid had reduced surplus hydro available for secondary sales over 24 

this period; and secondary sales had been interrupted on a sustained basis since 25 

September 2010 and were not forecast to be available during the 2012/13 test years. In 26 

these circumstances Yukon Energy proposed to transition towards using long term 27 

average hydro generation forecasts in the 2012/13 GRA and to update and re-activate 28 

both the DCF and the ERA.  29 

                                                 
2 Under the DCF fund rules that previously existed, when diesel was not on the margin, the account could in 
certain circumstances be used to pay for the costs of generation using diesel (when monthly diesel generation 
exceeded 250 MW.h notwithstanding that it is not required to meet base loads under normal flows, i.e., in the 
case of a drought that requires diesel generation even though hydro should be able to fully satisfy the system 
outside of limited peaking use). 
3 2008/09 GRA, Tab 3, page 3-22. 
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Board Order 2013-01 directed Yukon Energy to set rates once again based on 100% long 1 

term average hydro forecasts, starting with 2012. 2 

 3 

(c) 4 

 5 

The 1996/97 GRA Negotiated Settlement established the Diesel Contingency Fund which 6 

replaced the Rate Stabilization Fund as proposed in the 1996/97 GRA, and which was to 7 

“operate to smooth customer rate changes and offset forecast diesel costs.”  8 

The Negotiated Settlement established that “rates and the fund will be determined using 9 

the long-term average water expected to be available for generation (105 + 246 GWh)”; 10 

and “the fund is only to be used for the purposes of stabilizing customer rates and 11 

offsetting diesel generation cost estimates and the fund is not to be accessed for other 12 

reasons including government subsidy of rates.”4  13 

The Negotiated Settlement was approved by the Board in Order 1996-7. The Board noted 14 

that it was satisfied that the settlement agreement was in the best interests of the public 15 

and accepted the settlement package as presented. [See YUB-YEC-2-3(c) – Attachment 16 

1 which provides Order 1996-7 and includes materials relevant to the Negotiated 17 

Settlement.] 18 

Further context leading up to the 1996/97 GRA and the adoption of the DCF and LTA 19 

hydro generation as part of the Negotiation Settlement is provided as follows:  20 

 Prior to 1996/97 GRA, Board Order 1992-1 had approved a low water reserve 21 

based on short term hydro forecasts that considered Aishihik Lake levels at the 22 

time the forecast was prepared. 23 

 In the 1991-92 GRA, the Board indicated concern that the [short term hydro 24 

forecast] approach adopted by the utilities would result in greater rate instability, 25 

and directed the utilities to provide an assessment of the advantages and 26 

disadvantages of using current water levels as compared to long term average 27 

hydro generation at the next GRA. [See Attachment 2 to YUB-YEC-2-3(a) for the 28 

relevant excerpt of Order 1992-1; the response to the Board’s directive from Order 29 

1992-1 is provided as YUB-YEC-2-2(c) Attachment 2.] 30 

                                                 
4 See March 11, 1996 Letter from Bill Grant to Bill Byers regarding Proposed Settlement of Issues Concerning 
the Revenue Requirement and Rate Design Application of YEC and YECL attached to Order 1996-7. 
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 The utilities responded to this direction in the 1993/94 GRA noting that the use of 1 

LTA hydro generation would remove instability in rates due to Aishihik Lake level 2 

fluctuation, but would have achieved this result in 1992 by requiring higher 3 

consumer rates and greater year end reserve adjustments. The Companies in the 4 

1993/94 GRA maintained the short-term forecast methodology [based on current 5 

Aishihik Lake water levels] for the purpose of determining 1993/94 rates.5  6 

 As part of the 1996/97 GRA the Companies proposed shifting to LTA forecasts 7 

from short-term forecasts, based on Aishihik Lake levels at the time of filing, noting 8 

that “very significant variance in water flows over the past three to four years has 9 

led the Companies to reassess their position with respect to the use of the low 10 

water reserve fund.” Specifically, it was noted that high water flow years on the 11 

Aishihik system in the late 1980’s and early 1990’s had been replaced with drought 12 

conditions; that Aishihik Lake inflows in 1994 were only 35% of long term average 13 

[translating to a 68 GWh loss of generation]; and that total water flows at Aishihik 14 

in 1995 were expected to be 52% of LTA. The Companies noted that potentially 15 

large fluctuations in rates caused by variances in available water flows warranted 16 

moving to LTA for determining rates, and proposed to use the LWRF as a Rate 17 

Stabilization Fund to “absorb annual fluctuations in available water resources 18 

without resorting to massive rate fluctuations from year to year.” 19 

 The low water reserve/ rate stabilization fund included in the 1996/97 GRA filing 20 

by the Companies was addressed as part of a Negotiated Settlement. As part of 21 

the terms of the Negotiated Settlement, the parties agreed that the “Diesel 22 

Contingency Fund” would replace the proposed Rate Stabilization Fund, and 23 

“operate to smooth customer rate changes and offset forecast diesel costs.” 24 

Further, “rates and the fund will be determined using the long-term average water 25 

expected to be available for generation (105 + 246 GWh)”; and “the fund is only to 26 

be used for the purposes of stabilizing customer rates and offsetting diesel 27 

generation cost estimates and the fund is not to be accessed for other reasons 28 

including government subsidy of rates.”6  29 

                                                 
5 It was clarified that each hydro forecast to that point reflected the lake level then existing at Aishihik Lake, 
assumed long term average water inflows for the future and that whatever storage may existing at Aishihik 
Lake will be used within the limits permitted by the water license and YEC’s water management policy. 
6 See March 11, 1996 Letter from Bill Grant to Bill Byers regarding Proposed Settlement of Issues Concerning 
the Revenue requirement and Rate Design Application of YEC and YECL attached to Order 1996-7. 
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 In Order 1996-7 the Board noted that it was satisfied that the settlement agreement 1 

was in the best interests of the public and accepted the settlement package as 2 

presented. [See YUB-YEC-2-3(c) – Attachment 1 which provides Order 1996-7.] 3 

 4 

(d) 5 

 6 

The Terms of the 1996/97 Negotiated Settlement approved by Board Order 1996-6 7 

provided for the creation of the Diesel Contingency Fund (DCF). The March 11, 1996 letter 8 

recording the settlements is provided as YUB-YEC-2-3(d) - Attachment 1. 9 

Historically, the DCF operated to smooth customer rate changes and offset forecast diesel 10 

cost variances due to variances in hydro generation capability. The DCF operated on the 11 

same basis as the earlier Low Water Reserve Fund (LWRF) in place from 1991 through 12 

1995, except for the material differences specific in the 1996/97 Settlement Agreement. 13 

(YUB-YEC-2-3(d) - Attachment 2 and YUB-YEC-2-3(d) - Attachment 3 to this response 14 

provide two letters filed with the Board June 2, 1999 and October 7, 1999 which detail how 15 

the fund was to operate. These letters addressed issues arising for Board approval of 16 

annual DCF filings for 1996 through 1998, and include review of issues specific to that 17 

time period, e.g., impacts of the fire at YEC’s Whitehorse facilities and impacts of a 18 

drought.) 19 

 The DCF was intended to offset diesel generation cost changes for the WAF 20 

system caused solely by variances from long term average levels of WAF system 21 

hydro and wind generation. As documented in YUB-YEC-2-3(d) - Attachment 2, 22 

long term average generation was set as follows, based on the best information 23 

then available: 24 

o YEC’s hydro for WAF at 351 GW.h/yr. (105 GW.h at Aishihik and 246 GW.h 25 

at Whitehorse);  26 

o YEC wind for WAF at 0.3 GW.h/yr.; and 27 

o YECL Fish Lake hydro at 10 GW.h/yr.  28 

 In accordance with defined procedures [reviewed in YUB-YEC-2-3(d) Attachments 29 

2 and 3], the DCF Report set out both actual and forecast generation numbers for 30 

the purpose of each year’s calculations.  31 

 The forecast generation for hydro and wind reflected the appropriate long term 32 

average levels, as confirmed in the Negotiated Settlement Agreement for the 33 

1996/97 GRA.  34 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

YUB-YEC-2-3 

 

April 6, 2018 Page 7 of 10 

o The WAF diesel generation costs per kWh were based on the GRA forecast 1 

(standard efficiency for diesel generation unit use of fuel, YEC average 2 

WAF diesel fuel price forecasts, and variable O&M diesel generation costs 3 

per kWh, each as approved in the GRA).  4 

The DCF fund operated outside of rate base with annual reporting to the Board to detail 5 

additions and deletions to the fund. The Board directed the Companies on the additions 6 

and deletions to the fund. Prior to the re-activation of the DCF in 2012/13 GRA, 7 

additions/deletions to the fund were last addressed in Order 1999-3 [see YUB-YEC-2-3(d) 8 

- Attachment 4). 9 

A key element of the DCF operation as approved in the 1996/97 GRA was determining 10 

when diesel generation was “on the margin” (defined as diesel being used to meet long-11 

term firm energy requirements of the WAF system, not just periodic peaking 12 

requirements). Diesel was not considered to be “on the margin” when the Faro mine was 13 

closed. On this basis, diesel was determined under the DCF to not be on the margin from 14 

June 1 to October 31, 1997, and after January 31, 1998 (i.e., after the Faro mine closed 15 

permanently). The requirement to reactivate the DCF to address growing thermal 16 

requirements on the Yukon Integrated System did not occur until the 2012/13 GRA. 17 

Aside from interest payments or charges, the DCF operation as approved from the 18 

1996/97 GRA could be either credited or debited each month for one of two reasons: 19 

 When diesel was “on the margin”, the account stabilized the diesel costs related 20 

to water flow variations. In these situations (i.e., with diesel “on the margin”), when 21 

hydro varied positive or negative from the long term average forecast, that variance 22 

was met effectively 1 for 1 with changes in diesel generation compared to what 23 

would have occurred had the hydro variance not occurred. This happened, for 24 

example, in the periods of 1996-1998 when the Faro mine was operating, and was 25 

last triggered for January 1998. 26 

 When diesel was not on the margin, the account could in certain circumstances 27 

be used to pay for the costs of baseload generation using diesel when such 28 

baseload generation arose due to low water conditions. This happened in a 29 

number of months during 1999, when diesel was not considered to be on the 30 

margin (due to low grid load levels hydro should have been able to supply all base 31 

load requirements); however, extremely low water led to the need for baseload 32 

diesel generation.  33 
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In practice, when diesel was not on the margin, the distinction between normal 1 

“peaking” operation and true baseload diesel was set at 250 MW.h/month for 2 

calculation purposes7.  3 

In addition, diesel generation from forest fire impacts in July 1998 and from the 4 

October 1997 fire impacts at the YEC Whitehorse Rapids hydro facility were 5 

removed from the DCF in recognition that these requirements were not related to 6 

water conditions (see YUB-YEC-2-3(d) - Attachment 2). 7 

Based on the DCF operation example provided in YUB-YEC-2-3(d) - Attachment 3, the 8 

following sample numerical calculations show how determinations were made to either 9 

pay or withdraw funds from the DCF related to YEC operations (ignores wind and Fish 10 

Lake hydro), and the critical importance of the “expected diesel generation” concept in 11 

order to isolate water-related variances from load-related variances: 12 

 Example 1: Diesel on the Margin (Faro mine operating) 13 

o Assume: 14 

 Forecast 50 GW.h total WAF load, with 10 GW.h from diesel based 15 

on 40 GW.h average hydro forecast at this load. 16 

 Actual 60 GW.h total WAF load with 20 GW.h from diesel. 17 

o DCF and LWRF determinations: 18 

 “Expected diesel generation” = actual load less approved long term 19 

average (LTA) hydro generation amount = 60-40 = 20 GW.h 20 

 Accordingly, actual diesel=expected diesel and no impact on DCF. 21 

 Same result if actual load was 40 GW.h and diesel was “0”.  22 

 Example 2: Diesel on the Margin (Faro mine operating) 23 

o Assume:  24 

 Same forecast as above. 25 

 Actual 60 GW.h total WAF load with 15 GW.h from diesel. 26 

o DCF and LWRF determinations: 27 

                                                 
7 In cases where diesel generation exceeded 250 MW.h but the generation was for peaking requirements, the DCF was not 
charged – for example, December 2008. 
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 “Expected diesel generation” = actual load less approved long term 1 

average (LTA) hydro generation amount = 60-40 = 20 GW.h. 2 

 Diesel savings = expected less actual = 20-15 = 5 GW.h due to 3 

water. 4 

 DCF then be credited for value of 5 GW.h of diesel generation cost 5 

savings due to water variance from LTA. 6 

 Example 3: Diesel on the Margin (Faro mine operating) 7 

o Assume:  8 

 Same forecast as above. 9 

 Actual 60 GW.h total WAF load with 25 GW.h from diesel. 10 

o DCF and LWRF determinations: 11 

 “Expected diesel generation” = actual load less approved long term 12 

average (LTA) hydro generation amount = 60-40 = 20 GW.h. 13 

 Diesel savings due to water = expected less actual = 20-25 = -5 14 

GW.h. 15 

 DCF then be charged (drawn down) for value of 5 GW.h of diesel 16 

generation added costs due to water variance from LTA. 17 

 Example 4: Diesel Not on the Margin (Faro mine closed) 18 

o DCF now assumes expected diesel at “0” (based on ability to meet WAF 19 

loads with hydro at LTA and no diesel). 20 

 Experience shows some minor level of diesel still needed for 21 

peaking, voltage stability or other purposes not affected by 22 

variances from forecast hydro generation capability. 23 

 YUB-YEC-2-3(d) - Attachments 2 and 3 note that, to address this 24 

factor, DCF was not activated in any month when actual diesel 25 

generation not exceed 250 MW.h. 26 

o However, DCF will apply if diesel becomes required due to drought (low 27 

water conditions). 28 

 During winter of 1998/99, with Faro mine closed, actual low water 29 

conditions did result in baseload diesel being required, and the DCF 30 

was used in 1999 to address this variance. 31 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

YUB-YEC-2-3 

 

April 6, 2018 Page 10 of 10 

o Numerical example: 1 

 Assume forecast as per Example 1 with total load at 50 GW.h, LTA 2 

hydro at 40 GW.h capability if load exists, and diesel at 10 GW.h.  3 

 Assume actual as follows: 4 

 Actual load at 35 GW.h due to mine closure; means 5 

expected diesel = 0. 6 

 Actual diesel at 5 GW.h (means actual hydro at 30 GW.h). 7 

 Diesel cost due to water = Expected diesel less actual diesel = 0-8 

5=-5 GW.h. 9 

 DCF then be charged (drawn down) for value of 5 GW.h of diesel 10 

generation added costs due to water variance from LTA. 11 

The above examples show how water level divergences were determined. For any given 12 

grid load, the “expected diesel” was equal to what remained after deducting the approved 13 

hydro forecast for the grid load (for the DCF, this was LTA hydro forecast) – and water 14 

level divergence equaled expected diesel less actual diesel.  15 

 The 1996/97 approved DCF was relatively simple to implement when the Faro 16 

mine was operating, i.e., LTA hydro was assumed at one specific level (by month) 17 

regardless of actual grid load, and expected diesel then equaled actual load less 18 

expected hydro generation. 19 

 When the Faro mine was not operating, expected diesel was set at zero. In the 20 

event that material actual diesel occurred, assessments were made (with specified 21 

assumptions) to determine what portion (if any) of this diesel was due to low water 22 

conditions.  23 
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June 2,1999 

Yukon Utilities Board 
#19,10014 1st Avenue 
P.O. Box 6070 
Whitehorse, Yukon 
YIA 5L7 

YUKON ENERGY 
CORPORATION 
P.O. BOX 5920 
WHITEHORSE 
YUKON Y I A  5L7 
Telephone (867)667-5028 
FAX 1867)393-6327 

Attention: Mr. Jim Slater. Board Secretary 

Dear Sir: 

Re: Diesel Contineency Fund Filings: 1996 to 1998 

Please find attached the final report, which details the changes to the Diesel Contingency Fund 
(DCF) in 1998. Also attached are revised reports for 1996 and 1997. This filing includes a 
correction to remove fire-related impacts for the period October through December 1997. It also 
includes, for convenience, copies of relevant DCF tables for The Yukon Electrical Company 
Limited. We understand that both utilities have agreed on all of the DCF filings for 1996 through 
1998. 

The 1996197 Settlement Agreement provided as follows: 

"The fund is to operate outside of rate base but an annual report detailing 
additions and deletions fo the fund is to be filed with the Board so that the Board 
may oversee the fund activities. The Board will direct the Companies on the 
additions and delefions to the fund. The annual report to the Board will also 
include a forecast of available water for the following year." 

Please find attached the following schedules and tables related to the Diesel Contingency Fund. 

1. Summary of 1996 and 1997 DCF calculation revisions 
2. DCF continuity schedule: January 1,1996 - December 31,1998 
3. Revised 1996 and 1997 as well as final 1998 DCF schedules. 

The Yukon Utilities Board is requested to approve the 1998 DCF as filed. Also, the Board has 
not yet approved the DCF filings for 1996 and 1997. It is requested that the Board approve the 
revised DCF schedules for 1996 and 1997 as final. 

As requested by BCUC staff, The Yukon Electrical Company Limited and Yukon Energy 
Corporation discussed the DCF with BCUC staff on April 13. 1999. The current filing includes 
background information to explain the operation of the DCF to date (see below). Yukon 
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June 2,1999 
Yukon Utilities Board 
Attention: Mr. Jim Slater. Board Secretary 
Page 2 

Electrical and Yukon Energy will prepare a submission to the Yukon Utilities Board regarding 
the operation of the DCF for 1999 and beyond. 

We note that the Settlement requires that the annual DCF report include a forecast of available 
water for 1999. YEC will file with the Board, as soon as possible, the annual forecast in this 
regard for its facilities when this forecast is filed with the Yukon Territorial Water Board. 

GENERAL INFORMATION ON DCF OPERATIONS 

The DCF was established as at January I, 1996 in accordance with the I996197 Settlement 3 Agreement. Except for material differences specified in the I996197 Settlement Agreement, the 
DCF has been operated on the same basis as the Low Water Resefve Fund (LWRF) previously 
in place from 1991 through 1995. 

Operation of the DCF has been described previously in letters to the Board dated May 6, 1997 
and June 24, 1997. For convenience. the following points are summarized: 

(a) The opening balance of the DCF as at January 1,1996: The DCF opening balance 
was $4,040,046 as detailed in response to Question 2 in the June 24, 1997 letter (this 
earlier letter incorrectly references the date January 1, 1997 rather than January 1, 
1996). 

(b) The positive and negative caps on the DCF: As confirmed in the response to 
Questions 3 and 4 of the June 24, 1997 letter, the current "cap" on the DCF pursuant to 
the 1996197 Settlement Agreement equals the initial contribution (namely, $4,040,046). 
Further, the current "negative cap" on the DCF pursuant to the 1996/97 Settlement 
Aareement is -$4.040.046, i.e., the same amount (with the reverse sign) as specified for 
166 initial contribution and the current "cap" for contributions to the DC?.' It is undel.stood 
that all of the DCF terms and conditions are to be reviewed at the next GRA. 

(c) Long-term average non-diesel generation: The DCF has operated to offset diesel 
generation cost changes for the WAF system that are caused solely by variances from 
long-term average levels of WAF system hydro and wind generation. The Negotiated 
Settlement Package (NSP) stipulates long-term average hydro generation of 105 GW.h 
(for YEC's Aishihik facility) plus 246 GW.h (for YEC's Whitehorse Rapids facility). The 
much smaller YEC wind generation (0.3 GW.h) and YECL Fish Lake hydro (10 GW.h). 
which were not included in the earlier LWRF, have also been included in the DCF 
operation in accordance with the 1996197 General Rate Application. It is understood in 
this regard that the NSP effectively adopted the 1996197 General Rate Application 
unless specific mention was made of an issue in the NSP or the Board made a specific 
direction to alter the NSP. 

(d) Diesel generation saving or excess for YEC: The calculation of diesel generation 
saving (or excess) related to non-diesel generation for YEC is calculated to remove the 
effects of variances in total WAF generation for YEC (expected generation at line 14 for 
YEC). This reflects procedures previously approved for LWRF operation, based on 
Decision 1992-1 and the 1993194 GRA response to WHSE-YECNECL-33(a). When the r 
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June 2,1999 
Yukon Utilities Board 
Attention: Mr. Jim Slater. Board Secretary 
Page 3 

LWRF was last calculated with diesel on the margin (1992), it was calculated on the 
basis of annual numbers without attempting to assess minimum diesel requirements (at 
line I 0  in the YEC DCF) on either a monthly or annual basis. 

(e) Diesel cost savings or excess for YEC: The YEC diesel cost savings or excess are 
calculated based on the approved forecasts for 1996 for YEC WAF diesel generation per 
kW.h costs, assuming standard efficiency at 3.71 kWhAitre of fuel and YEC average 
WAF diesel fuel price forecast at approximately 29.60 cents per litre. Variable O&M 
wsts per kW.h for diesel generation are assumed at 1.6 cents*-~lfi; as assumed for \j., the approved 1996/97 GRA retail run-out rate calculations for WAF. These procedures 
in general reflect the procedures previously approved for operation of the LWRF. 

(f) DCF calculations for YECL Fish Lake: Imputed diesel generation savings or excess 
related to the YECL Fish Lake hydro facility are calculated as follows: 

actual Fish Lake generation is compared with the long-term average Fish Lake 
generation forecast per the 1996/97 GRA filing 
imputed diesel cost savings or excess for YECL are calculated assuming the 
YEC WAF diesel generation standard efficiency and fuel prices are described 
above. 

(g) lnterest calculations: The NSP provided for interest income or expense to be 
calculated for the DCF based on stipulated provisions. No similar provisions existed for 
the LWRF. 

(h) DCF suspended when diesel is not on the margin: The evidence provided to the 
Board in the NSP, and during the 1996 GRA hearing, specified that the DCF was to be 
only used for offsetting diesel generation, and that the DCF would only be active when 
diesel is on the margin. In this regard, the 1996 evidence presumed that diesel 
generation is not on the margin for the WAF system when the Faro mine is closed; this 
presumption assumed the availability of normal long-tern hydro generation capability. 

ADJUSTMENTS TO 1996 AND 1997 DCF FILINGS 

The 1996 and 1997 DCF filings as previously provided to the Board generally reflected 
principles and practices as described above. 

The latest filing with the Board, however, includes various adjustments to the YEC-related 
numbers as documented in the attached table titled 'Summary of 1996 and 1997 DCF 
Revisions". These adjustments, in summary, increase the DCF December 31. 1997 balance as 
previously reported by $436,923.26. The major changes are commented on briefly below: 

lnterest calculations: Adoption of standard monthly interest income calculation 
procedures, starting January 1, 1996. This includes adjustment of entries as required for 
the initial opening balance, and other subsequent payments, to reflect the proper timing for 
these transactions. 
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June 2.1999 
Yukon Utilities Board 
Attention: Mr. Jim Slater. Board Secretary 
Page 4 

Line 10 correction - determination as to whether diesel is on the margin: Correction 
was made to remove any "minimum required diesel generation" assumption for YEC at 
line 10 of the DCF table. This line is now used solely to specify whether diesel generation is 
on the margin for YEC in each month (assuming long-term hydro capability). This 
determination affects both the YEC DCF and the YECL DCF (at line 3). As noted, and as 
previously reported, diesei was not on the margin from June 1 to October 31, 1997. During 
1998, diesel was not on the margin from February I to December 31.1998. 

""-7 Procedures to assess diesel on margin issues when Faro mine closed: Experience 
since the Faro mine closure in 1998 has re-afinned that diesel generation can in fact go 
back on the margin for the YEC WAF system during certain months, under specific "non- 

regarding "diesel on the margin" is made on the basis of WAF total required generation and 
normal long-term hydro capability. In order to provide for some minor diesel generation that 1; I 

I normal" conditions, even though the Faro mine is closed. The line 10 determination 

may occur for voltage stability or peaking purposes, without being related to variances from 1 
long-term hydro capability, the DCF is not activated in any month when diesel is not on the ' 
margin (per line 10) and YEC diesel generation does not exceed 250,000 kW.h for the i 
month. This adjustment at line 16 of the YEC DCF schedule then allows for the DCF to be 
activated for actual diesel use during months when the Faro mine is closed and diesel 
generation is still required in excess of 250,000 kW.h due specifically to below-normal YEC 
WAF hydro capability. In practice, diesel generation remained less than 250,000 kW.h in all ' 

1997 and 1998 months when diesel was not on the margin (see the line 10 correction 
above), except for October 1997 and July 1998 -and these exceptions related to YEC fire 
impacts as described below. /- ' 

Fire-related impacts: The DCF has been adjusted in 1997 and 1998 to remove Impacts 
caused by fires affecting YEC's operations. Because of the importance of these 
adjustments, they are explicitly reviewed below in more detail. These adjustments affect 
three months in 1997 (October to December inclusive). 

Other minor adjustments: As noted in the attached material, various other minor 
adjustments have been made, IncIuding corrections to reflect actual YEC generation during 
the final three months of 1997 and corrections regarding the YUB 1997-7 drawdown 
amounts. 

OCF ADJUSTMENTS TO ADDRESS YEC FIRE-RELATED IMPACTS 

Actual diesel generation for YEC was required during three months of 1997 (October through 
December) due to reduced hydro capability caused by the October 1997 fire at the Whitehorse 
Rapids hydro facility. These fire impacts have been estimated for each month in the attached 
tables (see note 5 to the first table). Under the terms of YEC's insurance policy there is a 30- 
day waiting period during which the cost of any fire-related diesel generation is not claimable. 
Accordingly, the DCF drawdown for October and November 1997 due to the fire was charged to 
the YEC Reserve for Injuries and Damages. The DCF drawdown for December 1997 has been 
charged to the fire insurance claim. (It is noted that YEC's last filing on this fire was last June 
1998 in response to UCG-YEC-2-7, which included a letter to the Board dated June 26, 1998. 
This letter said that costs incurred for extra diesel generation in 1997 have been met in their 
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June 2, 1999 
Yukon Utilities Board 
Attention: Mr. Jim Slater, Board Secretary 
Page 5 

entirety either through use of the DCF, during the non-insured period, or thereafter through 
insurance coverage. It also noted that the property loss deductible was charged in 1997 
through YEC's reserve for injuries and damages - but no mention was made of diesel 
generation being charged to this account during the non-insurance period. This change from 
what was previously reported on fire issues is beneficial to the DCF.) 

During July 1998, YEC experienced a major forest fire that shut down the Faro transmission line 
for some time forcing YEC to generate diesel from the Far0 plant. This diesel generation impact 
had nothing to do with hydro generation capability, and thus cannot be charged to the DCF. As 
noted in the attached table titled "DCF Continuity Schedule 1996-1998, this forest fire impact 
on the DCF of $58,182.00 for July 1998 has all been charged to the Reserve for Injuries and 
Damages. 

If you have any questions, please give me a call. 

Sincerely, 

?%&c~illiam 
President & Chief Executive Officer 

/dm 
Attachments 

c lg$&y John Carroll -.::?. - !~ General .,. .~ ~ Manager, The Yukon Electrical Company Limited 
. . sl~~;.lnre@~up~gs,n~~!@nts,,~~qi;~;i, 
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Please find attached the following draft schedules and tables related to the Diesel 
Contingency Fund as filed jointly by Yukon Energy Corporation and The Yukon 
Electrical Company Limited. 

1 Summary of 1996 and 1997 DCF calculation revisions 

2 DCF continuity schedule January 1, 1996 - December 31,1998 

3 Revised 1996 and 1997 as well as 1998 DCF calculation schedules 

These schedules were prepared by YEC based on YEC's understanding and 
interpretation of relevant board orders and the intent of the DCF. YECL's 
understanding and interpretation of relevant board orders and the intent of the 
DCF may differ from YEC's. These schedules will be reviewed by Barry McKinley 
of BCUC with YEC and YECL during the week of April 12, 1999. 
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SUMMARY OF 1896 AND 1997 DCF REVISIONS 

1996 Opening balance 
Additions (ReducUons) 
YEC Buildup (Drawdown) 
YECL Buildup (Drawdown) 
Interest and service charges 
Closing balance 

1997 Openlng balance 
YUB 199717 Dmwdown 
YEC Flre Impact Buildup 
YEC Buildup (Drawdown) 
YECL Bulldup (Drawdown) 
Interest and service charges 
Ctosing balance 

As Flted Revised Change Reference 

1 The prevlousiy Rled schedule, for 1996, showed the YUB approved deposlt of $3,540,046.00 as an addition In March 
and also lnduded Imputed Interest calwlated retroactively to January 1. 1996. in the revlsed schedule the 
$3,540,046.00 IS Included as part of the beginning balanw of the DCF. Interest on this amount is calculated on a 
monthly basis from January 1,1996. 

. .- '1 
2 During 1997. It was noted that the DCF was belng Incorrectly calculated by manually inputling at Llne 10 "minimum 

requlred diesel generatfon" of 635,000 kW.h per month for YEC. Line 10 has been adjusted for 1996 and 1997 to 
deal solely wlth specifying whether dlesel generaffon is on the margln for YEC each monUl (assumlng long-term 

j 
average Hydro capability). If diesel remains on the margln @roughout the year, the flnal annual drawdown or bu1ld.u~ 
Is in effect calwlated on the basis of annual rather than monthly numbers. in the event that diesel is not on the 
margln for YECs WAF generation during any month (assuming long-tern Hydro capability), diesel savings (excess) 
equal zem at Line 16 for YEC (and at llne 3 for YECL) in any month M e n  dlesel generation is not on the margln for 
YEC incremental generation. Olesel is not on the margln when so indicated at llne 10 for any month (based on 
long-tern Hydro capablilty), pmvlded that YEC diesel generation does not exceed 250,000 KW.h In that month. This 
procedure ailows for some minor dlasei genemtlon that may occur for voltage stablliiy or peaklng purposes, without 
belng related to variances from long-term Hydro capablllty. The DCF was specifically approved to deal wlth diesel 
generation related solely to varlanoes from long-term Hydm capability. 

... ' 

3 The change In Interest is a result of calwiatlng Interest on the DCF balance on a monthly basis after the DCF 
schedules were adjusted for the various noted Items. 

4 The YUB 1597/7 Drawdown was lnmrreclly stated In Ule orlginal 1997 flllng. 

6 The 1997 DCF calwlafJons have been revlsed to reflect the reduced Hydro capability resulting from the loss of Hydro 
generaUng units in the fire of October, 1997. These revlslons are outlined in the following Tables I ,  2 and 3. 

6 This dllference Is malnly due to dlesel generation for October being In excess of 250,000 Kwh when diesel was off the 
margin (refer to nofe 2 for the mtlonale). The difference Is also partially due to the fact that the filed 1997 DCF schedule 
included estimates for generation for the last three months of 1997 as a result of the Rre. The revised 1997 DCF schedul. 
has been revised uslng actual generation figures. 
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Acwpl ~eneraflon. Mwh 

Hvdm 

Wind 

Oieb$i 

Talal 
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I n d  
Oi830l 
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Table 2: DCF . Excludlna Fire Related Diesel Generation: 
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Table 3: DCF - Flre Impact 

Rcmal oansnUon. Mwh 

Hydro 

Wind 
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Menval Input 
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MB~WI Input 
bins I + Line 2 

Manusllnpvt 

M~nuel Input 

Msnual Input 

i i n s 4 r u n s 5  

t i n a l . U m 4  

U.8 2 .une 6 

Uns3.Um6 

~0,*8tt G8nerabon. Mwh 

Hydro 

Wind 

O i ~ l l  

Total 

Yrlanes.Mwh 

Hydm and wind 

Wasel 
rot111 IIIV~VRMBJ 

Onator of (raving$ lo amaxbnum of lorscln diesell: 

Vea l  on maqin 11-yar, O-no1 

nEc p~nsratipn requhmanf long lenn sug Hydro espabllilyl 

Forec111ga~elalion 

Tolsl variance 

Line 5 

Line 0 

U"811 + L i " ~ 1 2  

Unel3i lLn 10-1 

oUllr - 0 

Une 5 

Llns 2 

Uns 14Uns I 5  357.870 3,848,600 

(max+jm 14a i l l n  10-1; olheiwlse - 0,unlsrr Ln 15 >250.0001 

Msnuatlwul 3.71 3.71 

Line l6lUne 17 88.481 1,037,628 

Manud Input 0.2880 

Standard slfickncy(XwNil 

Slmdardl imr~ 000 liI lB8 

Standard pricell porliUE) 

y~cV8nahh OBMcMt  

YEC bulldup l d n w d m l  

VECL b u i l d u p l d n ~ d ~ w a )  

T m l  bulldu~ldnwdOWn1 

See YECL TI18 

tins 23 +Z4 34,282.02 ~88,770.99 113.114.28 

Under the terms of the Insurance policy there is a 30 day walling petlod dutlng whlch the cost of any fire related diesel 
generaUon is not claimable. Accordingly the DCF drawdown for October and November was charged lo the Reselve for 
Inluries and Damages. The DCF drawdown for December has been charged to the fire Insurance dalrn. 
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DCF CONTINUITY SCHEDULE 1996 - 1998 

1996 Opening balance (Old LWRF balance) 
YUB approved deposltes 
YEC withdrawals - Fuel 
YEC withdrawals - O&M 
YECL withdrawals 
lnterest IncomelService Fees 
Ending Balance 

1997 Opening balance 2,771,116.75 
YUB 199717 Drawdown (346,275.62) 

YEC Fire Impact - Charged to the Reserve for Injuries and Damages 403.052.95 

YEC Fire Impact - Charged to the fire insurance claim 113,114.28 

YEC drawdown - Fuel (1 1.039.59) 

YEC drawdown - O&M (2,213.611 (1 3,253.20) 
YECL withdrawals (177,878.50) 
Interest InwmelService Fees 
Endlng Balance 

1998 Opening balance 2,835,009.38 
DCF Rider Drawdown (1,283,018.76) 
Forest Fire Impact - Charged to the Reserve for Injuries and Damages 58,182.00 

YEC buildup - Fuel 399,743.47 

YEC buildup - O&M 80,154.48 479,897.95 

YECL Net withdrawals (12,958.18) 

Interest IncomelService Fees 158,646.58 
Ending Balance 2,235.758.97 
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AN ORDER IN THE MATTER OF the Public Utilities Act 
Revised Statutes, 1986, c. 143, as amended 

Yukon Energy Corporation aud The Yukon Electrical Company Limited 
Diesel Contingency Fund Itports 

BEFORE: B. Morris, Chair 
G. Leslie, Member 1 
C. Metz Murray, Member ) 
D. Schmekel, Member 1 
W. Shanks, Member October 27, 1999 

WHEREAS: 

A. The terms of the 1996197 Negotiated Settlement approved by Board Order 1996-6 
provided for the creation of a Diesel Contingency Fund ("DCF") to smooth 
customer rate changes and offset forecast diesel costs. 

B The terms also provided that an annual report detailing additions and deletions to 
the fund is to be filed with the Board so that the Board may oversee the fund 
activities. The Board is to direct the Companies on the additions and deletions to 
the fund. 

C. On June 6, 1999 Yukon Energy Corporation filed a report, detailing the changes 
to the Diesel Contingency Fund in 1998, together with revised reports for 1996 
and 1997. The filing also included, for convenience, copies of relevant DCF tables 
for The Yukon Electrical Company Limited. 

D. On June 17, 1999 the Board dist~.ibutcil copics of'the report to interested parties 
for comment. 

E. On July 4, 1999 the Utilities Collsumers' Group ("UCG") responded with some 
preliminary concerns and requested a full review of this report with a similar 
process to rate hearings; interrogatories and responses totfrom the Companies to 
the various intervenor concerns. No other comments were received. 
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F. The Board forwarded the UCG concerns to the Companies but noted that the 
Board had the ultimate jurisdiction over the DCF. 

G. On October 7, 1999 Yukon Energy Corporation provided comments on the 
submission from the Utilities Consumers' Group and additional information to 
assist the Board in its review. 

H. The Board has reviewed the material and finds that approval of the report is in the 
public interest. r 

NOW THEREFORE the Board orders tliat: 

1. The Board approves the additions and deletions to the Diesel Contingency Fund 
for 1996 to 1998 as filed. 

3,t" 
Dated at thecity of Whitehorse, in the Yulton Territory, this day of November 1999. 

:BY ORDER 

Brian Morris 
Chair 
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TOPIC: ERA Establishment 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-2, PDF page 30 3 

 4 

QUOTE: The ERA was established in 1993, when ST hydro generation 5 

forecasts were still being adopted for GRA purposes, as a 6 

retrospective payment calculation integrated into the wholesale rate 7 

(RS 42), designed to ensure that YECL received a full pass-through 8 

of all incremental costs or savings of diesel generation attributable to 9 

higher or lower than forecast wholesale demand. As with the DCF 10 

and its precedent fund (the LWRF), the ERA was only active during 11 

the 1990s when the Faro Mine was in operation which resulted in 12 

diesel generation accounting for 100% of any generation change due 13 

to firm load changes. (Emphasis added) 14 

 15 

PREAMBLE:  16 

 17 

QUESTION: 18 

 19 

a) YECL is referred to in the quote. Should it refer to YEC? Please explain. 20 

 21 

b) When the quote refers to forecast wholesale demand, does it mean energy? 22 

Is the ERA a demand charge or an energy charge? Please explain. 23 

 24 
c) When the ERA was established, ST hydro forecasts were still used for GRA 25 

purposes. Did the shift to LTA forecasts affect in any way the need or purpose 26 

of the ERA? Please explain. 27 

 28 

ANSWER: 29 

 30 

(a) 31 

 32 

No. The quotation cited is correct, the wholesale rate (RS 42), is designed to ensure that 33 

YECL received a full pass-through of all YEC incremental costs or savings of diesel 34 

generation attributable to higher or lower than forecast wholesale demand. This is a 35 

requirement of OIC 1995/90, Section 7. 36 
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As reviewed in paragraph 17 of the Yukon Court of Appeal judgement, Section 7 of OIC 1 

1995/90 directs the Board to fix rates of Yukon Energy for the wholesale customer that 2 

are “…sufficient to enable Yukon Energy Corporation to recover its costs that are not 3 

recovered from its other customers.” A mechanism such as the ERA is required pursuant 4 

to this OIC at least to enable YEC to recover diesel related costs (including related YEC 5 

payments required to be made into the DCF) it actually incurs for generating the electricity 6 

sold to its wholesale customer. 7 

 8 

(b) 9 

 10 

Yes. The quote referenced is referring to load measured as energy [not demand]. YEC’s 11 

Wholesale Rate Schedule 42 has never included a demand charge. 12 

 13 

(c) 14 

 15 

No, the shift in forecast methodology [i.e., shift from short term to LTA hydro generation 16 

forecasts for GRA purposes] in the 1996/97 GRA had no bearing on the requirement for, 17 

or operation of, the ERA as established in the 1993/94 GRA. As noted in (a) above, the 18 

ERA is designed to ensure that YECL receives a pass through of all incremental YEC 19 

costs or savings of diesel generation attributable to higher or lower than forecast 20 

wholesale demand. Regardless of the hydro forecast method adopted, this requirement is 21 

operative when YEC’s thermal generation costs vary from forecasts due to wholesale load 22 

variances from forecast. 23 
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TOPIC: ERA Establishment 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-3, PDF page 31 3 

 4 

QUOTE: Closure of the Faro Mine in 1998 lead to reduced demand and hydro 5 

surplus conditions. Diesel generation was not responsive to load 6 

changes under LTA hydro conditions. Under these conditions, LTA 7 

hydro generation forecasts were not required for GRA purposes, 8 

the DCF was inactive (except for interest income), and the ERA was 9 

similarly not active. 10 

 … 11 

 The LTA hydro forecast for GRA purposes, and the reactivated DCF 12 

mechanisms, approved for the 2012-13 GRA differed from similar 13 

1990 provisions in one key aspect - namely, the need in 2012-13 to 14 

estimate a changing share of incremental load that is expected to be 15 

supplied by LTA hydro generation (rather than the binary situation 16 

when the Faro mine was connected to the system, i.e., variations in 17 

generation then were either 100% diesel when the mine was 18 

operating or 100% hydro when the mine was not operating). 19 

 20 

PREAMBLE:  21 

 22 

QUESTION: 23 

 24 

a) Please explain why LTA hydro generation forecasts were not required after the 25 

closure of the Faro mine? Would the principles underlying the DCF still apply? 26 

 27 

b) For the proposed DCF in the 2012-2013 GRA, was the change from the previous 28 

binary situation when the Faro mine was connected to the system, the only 29 

change to the DCF, as it existed prior to the closure of the Faro mine? Please 30 

explain.  31 
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ANSWER: 1 

 2 

(a) 3 

 4 

Please see response to YUB-YEC-2-3(b).  5 

In summary, after the closure of the Faro mine, diesel was no longer considered to be on 6 

the margin (i.e., changes in grid generation load were not expected to change diesel 7 

generation requirements under LTA hydro forecasts) and the DCF and ERA were 8 

therefore not active. LTA hydro forecasts were not relevant on either hydro grid for diesel 9 

generation forecasts and related fuel costs for rate setting because there was surplus 10 

hydro availability on the system relative to the system load.  11 

 12 

(b) 13 

 14 

The change to the DCF in the 2012/13 GRA addressed updated conditions on the hydro 15 

grid system. As a result, the DCF change included more than the change from the previous 16 

binary situation when the Faro mine was connected to the system. 17 

The change from the previous binary situation when the Faro mine was connected to the 18 

system means that variations in grid generation are no longer either 100% thermal or 100% 19 

hydro (i.e., the earlier binary situation) but are now expected to be somewhere between 20 

these two extremes. This change reflected a new relationship between grid generation 21 

load and grid hydro generation capability at LTA water conditions. 22 

Other changes to the DCF in the 2012/13 GRA reflected modifications as approved for the 23 

2012/13 GRA thermal generation forecast and as directed by the Board in that proceeding 24 

(and the subsequent DCF/ERA proceeding), including the expansion of the hydro grid 25 

(i.e., connection of the WAF and Mayo Dawson hydro grids), changes to the hydro 26 

facilities/licenses and operations, the expected use of LNG as well as diesel thermal 27 

generation, inclusion of Fish Lake hydro and wind generation, and the YECSIM model 28 

estimates of LTA hydro generation for the forecast grid generation load (including the 29 

related water year records then available) which were used to provide the approved DCF 30 

Term Sheet for year-end DCF determinations.   31 

To be clear, the permanent closure of the Faro mine meant that the binary nature that 32 

characterized the WAF and Mayo Dawson hydro grids throughout much of the 1980’s and 33 

1990’s was no longer relevant. Specifically, during that earlier era the Faro mine was either 34 

“on” or “off” and this load was so large (i.e., over 40% of total WAF generation) that it 35 
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would materially affect generation requirements. Accordingly, the following binary 1 

outcomes occurred on the WAF hydro grid under these conditions: 2 

 When the Faro mine was “on” diesel generation was on the margin and would vary 3 

directly with changes in grid generation load; under these conditions, mechanisms 4 

such as the DCF and ERA were triggered with changes in diesel generation equal 5 

to 100% of the changes in WAF total generation. 6 

 Conversely, when the Faro mine was “off”, variations in generation were 100% 7 

hydro and the DCF and ERA were not triggered due to the large hydro surplus 8 

available at LTA hydro generation under that grid generation load condition.  9 

The permanent closure of the Faro mine was not “a change to the DCF” as assumed in 10 

the question, but has resulted in the following key changes to how the DCF operates today:  11 

 Given the forecast integrated grid load, thermal generation is now expected in each 12 

year to be required at LTA hydro generation. 13 

 Under the grid conditions as of 2012-13, a changing share of incremental load is 14 

expected to be supplied by LTA hydro generation, i.e., variations in grid generation 15 

are not  either 100% thermal or 100% hydro (i.e., the earlier binary situation) but 16 

are now expected to be somewhere between these two extremes.  17 

Yukon Energy noted in the 2012/13 GRA that a number of updates to the DCF were 18 

required prior to its reactivation in order to fully reflect changes that had occurred on the 19 

integrated grid since the permanent closure of the Faro mine in 1998. These were 20 

summarized in Appendix 3.2 of the 2012/13 GRA. The Purpose and Function section of 21 

the DCF Term Sheet as provided in Attachment 3.2 of the 2012/13 GRA noted as follows:  22 

For the purposes of updating the Fund to address circumstances in 2012, the 23 

following additional adjustments are required: (1) the Fund needs to be amended 24 

to address the new interconnected system (i.e., not reference only “WAF” system 25 

generation and instead reference all interconnected grid hydro operated by YEC); 26 

(2) the Fund needs to be amended to address incremental costs for any fossil fuel 27 

used to displace diesel fuel (e.g., liquefied natural gas or LNG, as well as 28 

incremental costs for diesel fuel).  29 

Attachment 3.2 of the 2012/13 GRA also noted the following in the DCF Term Sheet as 30 

regards changes to the LTA (footnotes are part of what was in the original attachment): 31 
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 The Fund currently assumes that the quantum of diesel generation costs 1 

in rates is determined using the long-term average water expected to be 2 

available for generation.  3 

The last approved long-term average hydro and wind on the YEC WAF grid 4 

for the DCF as established in the 1996/97 GRA is set out below1: 5 

1. Aishihik Facility - 105 GWh/yr. 6 

2. Whitehorse Rapids - 246 GWh/yr. 7 

3. YEC wind generation - 0.3 GWh/yr. 8 

UPDATE: The previous approach of setting a single value for the long-9 

term average hydro is not suited to today’s system. At the range of grid 10 

loads relevant today and current hydro capabilities, it is necessary to 11 

recognize that long-term average hydro capability varies with variations in 12 

annual grid loads. Additional variation can occur regarding month-by-13 

month estimates of long-term average hydro and wind generation in years 14 

when, for at least some months, diesel is not on the margin.  15 

The following changes are required:  16 

1. Updates based on changes to grid system  17 

a. Mayo facility long-term average hydro updated to include 18 

existing conditions and licences with regards to Mayo A and 19 

Mayo B. 20 

b. Aishihik facility long-term average hydro based on existing 21 

conditions and licences, including Aishihik Third Turbine. 22 

c. Wind generation as forecast in the last approved GRA. 23 

2. Formulaic approach – determine expected diesel generation based 24 

on long-term average water-based hydro generation that is forecast 25 

using a formulaic relationship to load in each year (including non-test 26 

years) rather than a fixed value as historically done2: 27 

                                                 
1 The 2008/2009 GRA noted Yukon Energy’s long-term average hydro generation capability from its 
Whitehorse and Aishihik plants on the WAF system, as estimated in the 1996/1997 General Rate Application 
when the Faro mine was assumed to be fully operational and all available hydro generation was expected to 
be fully utilized, approximated 351 GW.h per year.  
2 Long term average hydro generation under any set of assumed grid generation load and grid generation 
capacity and licence conditions is determined based on power benefit model calculations based on 28 years 
of water record for the interconnected grid. As load grows a portion of the load growth is currently served (on 
average) by increased hydro output and the remainder by increased average diesel. This same analysis would 
apply to LNG if it replaces diesel on the grid. 
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a. Table 3.2-1 is adopted at this time to determine annual 1 

expected diesel generation prior to any new mine connections 2 

based on long-term average hydro generation at grid loads 3 

(net of wind and Fish Lake generation) ranging from 400 to 4 

500 GW.h/year.  5 

b. The summary below (Example 3.2-1) provides an example of 6 

the determination of expected diesel generation at a grid load 7 

of 447 GW.h (net of wind and Fish Lake generation). 8 

Example 3.2-1: Expected Diesel Generation Example for the Load at 447 GW.h (net of 9 

Wind and Fish Lake) 10 

 11 

c. Table 3.2-2 is adopted at this time to determine annual 12 

expected diesel generation in 2013 after such time as the 13 

Whitehorse Copper Tailings mine load is connected, based on 14 

long-term average hydro generation at grid loads (net of wind 15 

and Fish Lake generation) ranging from 400 to 500 GW.h/year 16 

and the annual load shape forecast with this new mine.  17 

d. Yukon Energy will provide an update to Table 3.2-2 when 18 

required in future to address material changes in long-term 19 

average hydro system capability due to changes in loads, 20 

installed capacity, licensing/permits or other factors.  21 

e. Monthly reporting – ensure the account can be managed 22 

on a monthly basis to permit financial reporting through use 23 

of a simple pre-determined monthly percentage distribution. 24 

Due to imprecision in forecast long-term average hydro 25 

monthly distributions it is possible that inappropriate values 26 

may arise during monthly estimating but these will not be part 27 

of final annual DCF calculations. Monthly calculations will be 28 

Step 1. Find the closest load from Column A that is less than 447 GW.h = 445 GW.h (Line 10).

Step 2. Find the diesel generation from Column C = 28.4 GW.h (Line 10).

Step 3. Find the difference between the given load (447 GW.h) and load from Step 1 (445 GW.h) = 2 GW.h

Step 4. Apply the percentage from Column F (64%) to the difference from Step 3 (2 GW.h) = 1.27 GW.h

Step 5. Add numbers from Step 2 (28.4 GW.h) and Step 4 (1.27 GW.h) = 29.67 GW.h

The expected diesel generation at 447 GW.h load is 29.67 GW.h.

Note: The load assumed the maximum load at 500 GW.h and the minimum load at 400 GW.h
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a placeholder with ultimate final calculations performed only 1 

on the annual values3. 2 

It is noted that the Term Sheet filed in the 2012/13 GRA was updated in the 2012/13 GRA 3 

Compliance filing [filed in June 2013] as well as in the 2014 DCF/ERA Proceeding 4 

compliance filing. The final 2012/13 DCF Term Sheet as approved in Board Order 2015-5 

06 is provided as Attachment 1 to this response, It has also been updated as part of the 6 

2017/18 GRA.   7 

                                                 
3 There are limits to the ability to permit each month to have its own formula or polynomial, and differing 
monthly distributions may permit occasional odd values that resolve themselves in annual calculations. This 
same factor applied in the DCF calculations in the past.  
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ATTACHMENT 1: FINAL 2012/13 DCF TERM SHEET [AS FILED APRIL 7, 2015 1 

AND APPROVED IN ORDER 2015-06] 2 

ATTACHMENT 1: REVISED DCF TERM SHEET: YEC GRID & AEY FISH LAKE  3 

PURPOSE 4 
& FUNCTION: The Diesel Contingency Fund (“DCF”) operates to smooth 5 

customer rate changes from thermal (diesel, LNG and other 6 

thermal) generation cost impacts caused by fluctuation of hydro 7 

generation due to water conditions or changes in wind conditions.4 8 

Yukon Energy Corporation (YEC) manages the DCF as a ratepayer 9 

“trust fund”. The Fund is only to be used for variations from long-10 

term average (LTA) water and wind availability.5 11 

LONG-TERM 12 
AVERAGE: Board Order 2013-01 directed YEC to base its hydro and diesel 13 

energy requirements for YEC's GRA forecasts on 100 percent of 14 

long-term average (LTA) hydro generation.  15 

The annual expected thermal generation requirements are 16 

determined based on the formulaic approach as provided below 17 

and takes into account variability from LTA in ATCO Electric 18 

Yukon's (AEY's) Fish Lake hydro generation and YEC hydro and 19 

wind generation.6 20 

Formulaic approach – determine expected YEC thermal generation 21 

based on LTA water-based YEC hydro generation that is forecast 22 

using a formulaic relationship to load in each year (including non-23 

test years):7 24 

                                                 
4 Appendix A to Board Order 2015-01, section 2.1.1.4, page 11. 
5 Appendix A to Board Order 2015-01, section 2.1.1.4, page 14. The Board directed as follows: "Any 
application to utilize the fund in some other fashion will require the closing of the fund, the refunding of any 
balances to customers, and the direction for YEC to use short-term forecasts for its hydro generation in future 
GRAs." 
6 AEY Fish Lake generation based on long-term average as approved by the Board Order 2014-06 at 8.73 
GW.h and the last approved YEC wind generation (239 MW.h/year). The Fish Lake long-term average 
generation for 2012 and 2013 was at 4.38 GW.h due to unavailability of Unit #1. 
7 Long-term average hydro generation under any set of assumed grid generation load and grid generation 
capacity and licence conditions is determined in the 2012/13 GRA based on YECSIM power benefit model 
calculations based on 28 years of water record for the interconnected grid. As load grows a portion of the load 
growth is currently served (on average) by increased hydro output and the remainder by increased average 
diesel. This same analysis would apply to LNG if it replaces diesel on the grid. 
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f. Table 1-1 is adopted to determine annual expected YEC 1 

thermal generation based on long-term average YEC hydro 2 

generation at YEC grid loads (net of expected wind and 3 

expected Fish Lake generation) ranging from 390 to 475 4 

GW.h/year, assuming mine loads connected as forecast in the 5 

approved GRA for 2012. 6 

g. Table 1-1 provides (below) an example of the determination 7 

of expected YEC diesel generation at a grid load of 417 GW.h 8 

(net of expected wind and expected Fish Lake generation). 9 

h. YEC will provide the Board, for review and approval, an 10 

update to Table 1-1 when required in future to address 11 

material changes in LTA hydro system capability due to 12 

changes in loads, installed capacity, licensing/permits or other 13 

factors. 14 

DCF DIESEL 15 
SAVINGS 16 
(COSTS): YEC thermal generation savings (excess) are calculated on an 17 

annual basis for the DCF based on expected thermal generation 18 

less actual thermal generation.8 Costs for YEC thermal generation 19 

savings (excess) are calculated based on the last approved 20 

average cost of fuel for YEC per kWh based on the most recent 21 

YEC GRA.9 22 

 Non-fuel O&M costs related to YEC thermal generation are not 23 

included in the DCF calculations at this time. YEC will review and 24 

report on this at its next GRA. 25 

DIESEL 26 
ON THE MARGIN: The Board in Order 2015-01 noted that it does not consider diesel 27 

being “on the margin” part of the criteria for invoking the DCF. 28 

Based on current loads, expected load growth and LTA hydro 29 

generation, the Board determined that there is a reasonable 30 

expectation that under these conditions that diesel or "thermal" 31 

                                                 
8 Actual thermal generation excludes thermal generation charged to capital projects or to RFID.  
9 The last approved average diesel fuel cost is based on YEC’s 2012/13 GRA at 28.71 cents/kW.h. The LNG 
generation is not in service yet. YEC will report to the Board (in its quarterly report) when LNG generation is 
in service, and provide (for Board review and approval) a proposed approach for inclusion of LNG in ongoing 
DCF determinations. 
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generation will form part of baseload generation thus making the 1 

question of diesel being either "on the margin" or "off the margin" 2 

moot.  3 

QUANTUM 4 
& CAP: The Board in Order 2015-01 approved a "cap" for the DCF of +/- $8 5 

million as an acceptable balance between frequency of rider 6 

applications and ability to handle material (drought) changes in 7 

hydro availability. 8 

In any year when the balance in the DCF fall outside of the +/- $8 9 

million range at fiscal year-end, YEC shall apply to the Board for 10 

approval of a rate rider to dispense with the balance that is outside 11 

of that range within 60 days of the fiscal year end. 12 

 The refund (when DCF balance exceeds $8 million level) or 13 

collection (when DCF balance is below -$8 million level) is to be 14 

made by way of a rate-rider to customers over next 12 month 15 

period. YEC may apply and the Board may approve the 16 

longer/shorter refund/collections period depending of the amount of 17 

refund/collections required. The rider is applicable for all retail and 18 

industrial firm sales in Yukon for both YEC and AEY. 19 

INTEREST: The Fund is to attract interest based upon the short/intermediate 20 

term bond rates in which YEC may invest the Fund and any 21 

negative balances would only attract interest at the lowest short-22 

term borrowing rate available to YEC through a line of credit. 23 

QUARTERLY & 24 
ANNUAL  25 
REPORTING: An annual report is required to be filed with the Board detailing 26 

additions and deletions to the Fund and a forecast of water 27 

conditions for the next year. The annual report to the Board is also 28 

to include a proposed rate rider to refund/collect any amount that 29 

exceeds the approved cap. The Board will direct YEC on the 30 

additions and deletions to the Fund, and on any proposed rate rider. 31 

Quarterly reports regarding the DCF calculations and DCF balance 32 

updates will be provided to the Board based on interim 33 

determinations prior to a fiscal year end. The quarterly DCF 34 
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calculations will be based on forecast loads for the year at the time 1 

of calculation as the DCF table calculates the expected diesel 2 

amount based on annual load, not quarterly. 3 

Any interim determinations prior to a fiscal year end will only be 4 

placeholders; only the year end determinations will in fact have 5 

ongoing relevance for accounting and rate riders. 6 

Examples of DCF calculations for 5 years are provided in Tables 1-2 and 1-3 below. 7 
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Table 1-1: Expected YEC Diesel Generation with LTA YEC Hydro Generation 1 

 2 

Line 
Number

YEC Grid 
Load (GWh)

YEC Hydro  
Generation 

(GWh)

YEC Diesel  
Generation 

(GWh)

Load 
(GWh)

Diesel 
Generation 

(GWh)

Diesel as % of 
Increased Load

Column A Column B Column C Column D Column E
Column F = 

E/D

1 390              387.0           3.0           
2 395              390.6           4.4           5.0         1.4             28%
3 400              394.0           6.0           5.0         1.6             32%
4 405              397.2           7.8           5.0         1.8             36%
5 410              400.2           9.8           5.0         2.0             40%
6 415              403.2           11.8          5.0         2.0             40%
7 420              405.9           14.1          5.0         2.3             46%
8 425              408.6           16.4          5.0         2.3             46%
9 430              411.1           18.9          5.0         2.5             50%

10 435              413.4           21.6          5.0         2.7             54%
11 440              415.5           24.5          5.0         2.9             58%
12 445              417.5           27.5          5.0         3.0             60%
13 450              419.4           30.6          5.0         3.1             62%
14 455              421.1           33.9          5.0         3.3             66%
15 460              422.6           37.4          5.0         3.5             70%
16 465              424.0           41.0          5.0         3.6             72%
17 470              425.3           44.7          5.0         3.7             74%
18 475              426.4           48.6          5.0         3.9             78%

Notes:

7. Numbers are subject to rounding.

Example:
Expected YEC Diesel Generation for YEC Grid Load at 417 GW.h (net of expected YEC Wind & expected AEY Fish Lake)

Step 1. Find the closest load from Column A that is less than 417 GW.h = 415 GW.h (Line 6).

Step 2. Find the diesel generation from Column C = 11.8 GW.h (Line 6).

Step 3. Find the difference between the given load (417 GW.h) and load from Step 1 (415 GW.h) = 2 GW.h

Step 4. Apply the percentage from Column F (Line 7, 46%) to the difference from Step 3 (2 GW.h)  = 0.92 GW.h

Step 5. Add numbers from Step 2 (11.8 GW.h) and Step 4 (0.92 GW.h) = 12.72 GW.h

The expected diesel generation at 417 GW.h load is 12.72 GW.h.

Notes:
The load assumed the maximum load at 475 GW.h and the minimum load at 390 GW.h.

6. This table assumes max load at 475 GW.h and minimum load at 390 GW.h. If the load exceeds these limits then the table needs to be 
updated.

Increase in

1. "YEC Grid Load" is annual YEC generation load on the Integrated Grid, excluding expected (GRA forecast) YEC Wind generation and 
actual less expected Fish Lake hydro generation.
2. The diesel generation and increase for the added load are based on polynomial equations derived from “YECSIM” - the simulation 
model developed for the Integrated Grid by KGS Group.
3. The simulation model develops expected hydro plant capabilities for each load scenario. It reviews, by week, 28 "water years" of 
record (1981-2008) and 20 "load years" (each examines a different hypothetical scenario to reflect different sequences of the recorded 
water years), of which 13 load years (load years 7-19) are used for the final averaging (this deletes cases where starting or ending year 
volumes can distort results). "Hydro Generation" is long-term average hydro generation as estimated by YECSIM.

4. The simulation model outputs for this table are based on Aishihik operation rule at 10-year rolling average spring elevation no lower 
than 913.7 m and current Mayo Lake operation rule (no additional storage), Mayo B and Aishihik 3rd turbine are included.

5. The simulation model outputs are based on 2012 forecast load distributions [updated based on YUB Order 2013-01], and requires 
modifications when new mines or industrial loads are connected to the grid. 
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Table 1-2: DCF Operation Example for 5 Forecast Years 1 

 2 

3 

Line Activity Year 1 Year 2 Year 3 Year 4 Year 5

A DCF Opening Balance1  ($000s) $902 $1,764 $2,753 $4,093 $2,258

B Yukon Grid Generation2 414,283 425,117 445,500 455,600 469,730

C AEY Fish Lake2 8,730 8,730 8,900 7,000 8,730

YEC Grid Generation2

D Assumed actual YEC Hydro (MW.h) 400,315 407,149 418,100 413,400 425,762
E Assumed actual YEC Diesel [net of capital, insurance, etc.] (MW.h) 5,000 9,000 18,000 35,000 35,000
F Assumed actual actual Wind (MW.h) 238 238 500 200 238

G=D+E+F Total YEC Generation (MW.h) 405,553 416,387 436,600 448,600 461,000

H Expected YEC Diesel Generation in Rates3 (MW.h) 7,926 12,328 22,489 28,512 37,933

I=E-H YEC Diesel Generation to be Included in DCF (MW.h) -2,926 -3,328 -4,489 6,488 -2,933

J=I*$0.2871 Incremental Diesel Generation Cost to Charge4 (Refund) DCF ($000s) ($840) ($956) ($1,289) $1,863 ($842)

K=J Total DCF operation for YEC
YEC pays to DCF Fund $840 $956 $1,289 $842
YEC withdraws from DCF Fund ($1,863)

L=A+K DCF Ending Balance  ($000s) $1,742 $2,719 $4,042 $2,230 $3,100

M Interest on DCF Balance5  ($000s) $22 $34 $51 $28 $39

N=L+M DCF Ending Balance6 after Interest charge ($000s) $1,764 $2,753 $4,093 $2,258 $3,139

O Required Collections/(Refund)7 ($000s) $0 $0 $0 $0 $0

Notes:
1. DCF opening balance for Year 1 is 2011 actual ending balance of DCF account.
2. Assumed actual generation. Please see detailed calculations in Table 1-3. 

3. Expected YEC diesel generation is calculated based on Updated Table 1-1 in Attachment 1. Please see detailed calculations in Table 1-3. 

6. Positive balances represent amounts to the benefit of ratepayers; negative balances are amounts owing to YEC.

4. Diesel generation cost assumed at 28.71 cents/kW.h (based on 2012/13 GRA Compliance Filing average fuel cost).

5. Per the March 11, 1996 letter recording the settlements [provided as Exhibit B-16 in the 2008/2009 GRA] the DCF fund is to attract interest based 
upon the short/intermediate term bond rates in which the Companies may invest the fund and any negative balances would only attract interest at the 
lowest short-term borrowing rate available to the Companies through a line of credit. For this example used 1.25% based on Government of Canada 
Bond Yields for 3-year and 5-year issues.

7. YUB in its Order 2015-01 approved the DCF balance cap at +/- $8 million. In any year when the balance in the DCF fall outside of the +/- $8 million 
range at fiscal year end, YEC shall apply to the Board for approval of a rate rider to dispense with the balance that is outside of that range within 60 days 
of the fiscal year end.
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Table 1-3: DCF Formulaic Approach Operation Examples for 5 Load Forecast Cases 1 

 2 

3 

Line No Notes

L1 Fuel Cost per kW.h 28.71 cents/kW.h Compliance Filing Average Fuel cost

Calculation of Diesel Cost to Charge (Refund) DCF

Year 1 - Actual Wind and Fish Lake at Forecast; Actual Diesel Generation Below Expected

Assumptions

L2 YEC Grid load 405,553            MW.h assumed actual

L3 Fish Lake 8,730               MW.h assumed actual

L4=L2+L3 Total Grid load 414,283            MW.h

Assumed Actual Generation Sources
L5 YECL Fish Lake 8,730               MW.h assumed actual

L6 YEC Hydro 400,315            MW.h assumed actual

L7 YEC Diesel (net of capital and insurance) 5,000               MW.h assumed actual

L8 YEC Wind 238                  MW.h assumed actual

L9 Total Grid load 414,283            MW.h

Expected Generation Sources

L10 YECL Fish Lake (expected) 8,730               MW.h
YECL Fish Lake long term average hydro generation based on YUB 
Order 2014-06. 

L11 YEC Wind (expected) 238                  MW.h YEC 2012/13 GRA

L12=L9-L10-L11 YEC Grid load net of expected Fish Lake and Wind 405,315            MW.h

L13 Expected Base Diesel Generation at 405 GW.h 7,800               MW.h Derived from updated Table 1-1, Attachment 1

L14=(L12-405 GW.h)x40% Expected Incremental Diesel Generation at 315 MW.h above 405 GW.h 126                  MW.h
40% of Grid Load between 405 GW.h and 410 GW.h is diesel - 
Derived from updated Table 1-1, Attachment 1

L15=L13+L14 Total Expected YEC Diesel Generation 7,926               MW.h

L16=L15 Expected YEC Diesel Generation in Rates 7,926               MW.h 100% of long-term average

L17=L7 Actual YEC Diesel Generation 5,000               MW.h assumed actual

L18=L17-L16 YEC Diesel Generation to be Included in DCF 2,926-               MW.h

L19=L1xL18 Incremental YEC Diesel Generation Cost to Charge (Refund) DCF ($000s) ($840)

Year 2  - Actual Wind and Fish Lake at Forecast; Actual Diesel Generation Below Expected

Assumptions

L2 YEC Grid load 416,387            MW.h assumed actual

L3 Fish Lake 8,730               MW.h assumed actual

L4=L2+L3 Total Grid load 425,117            MW.h

Assumed Actual Generation Sources
L5 YECL Fish Lake 8,730               MW.h assumed actual

L6 YEC Hydro 407,149            MW.h assumed actual

L7 YEC Diesel (net of capital and insurance) 9,000               MW.h assumed actual

L8 YEC Wind 238                  MW.h assumed actual

L9 Total Grid load 425,117            MW.h

Expected Generation Sources

L10 YECL Fish Lake (expected) 8,730               MW.h
YECL Fish Lake long term average hydro generation based on YUB 
Order 2014-06. 

L11 YEC Wind (expected) 238                  MW.h YEC 2012/13 GRA

L12=L9-L10-L11 YEC Grid load net of expected Fish Lake and Wind 416,149            MW.h

L13 Expected Base Diesel Generation at 415 GW.h 11,800             MW.h Derived from updated Table 1-1, Attachment 1

L14=(L12-415 GW.h)x46% Expected Incremental Diesel Generation at 1,149 MW.h above 415 GW.h 528                  MW.h
46% of Grid Load between 415 GW.h and 420 GW.h is diesel - 
Derived from updated Table 1-1, Attachment 1

L15=L13+L14 Total Expected YEC Diesel Generation 12,328             MW.h

L16=L15 Expected YEC Diesel Generation in Rates 12,328             MW.h 100% of long-term average

L17=L7 Actual YEC Diesel Generation 9,000               MW.h Assumed

L18=L17-L16 YEC Diesel Generation to be Included in DCF 3,328-               MW.h

L19=L1xL18 Incremental YEC Diesel Generation Cost to Charge (Refund) DCF ($000s) ($956)
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Table 1-3: DCF Formulaic Approach Operation Examples for 5 Load Forecast Cases 1 
(cont.) 2 

 3 

Year 3  - Actual Wind and Fish Lake Higher than Forecast; Actual Diesel Generation Below Expected

Assumptions

L2 YEC Grid load 436,600            MW.h
L3 Fish Lake 8,900               MW.h

L4=L2+L3 Total Grid load 445,500            MW.h

Assumed Actual Generation Sources
L5 YECL Fish Lake 8,900               MW.h
L6 YEC Hydro 418,100            MW.h
L7 YEC Diesel (net of capital and insurance) 18,000             MW.h
L8 YEC Wind 500                  MW.h
L9 Total Grid load 445,500            MW.h

L10 YECL Fish Lake (expected) 8,730               MW.h
YECL Fish Lake long term average hydro generation based on YUB 
Order 2014-06. 

L11 YEC Wind (expected) 238                  MW.h YEC 2012/13 GRA

L12=L9-L10-L11 YEC Grid load net of expected Fish Lake and Wind 436,532            MW.h

L13 Expected Base Diesel Generation at 435 GW.h 21,600             MW.h Derived from updated Table 1.1-1
L14=(L12-435 GW.h)x58% Expected Incremental Diesel Generation at 1,532 MW.h above 435 GW.h 889                  MW.h 58% of Load between 435 GW.h and 440 GW.h is diesel

L15=L13+L14 Total Expected YEC Diesel Generation 22,489             MW.h

L16=L15 Expected YEC Diesel Generation in Rates 22,489             MW.h 100% of long-term average

L17=L7 Actual YEC Diesel Generation 18,000             MW.h Assumed

L18=L17-L16 YEC Diesel Generation to be Included in DCF 4,489-               MW.h

L19=L1xL18 Incremental YEC Diesel Generation Cost to Charge (Refund) DCF ($000s) ($1,289)

Year 4  - Actual Wind and Fish Lake below Forecast; Actual Diesel Generation Above Expected

Assumptions

L2 YEC Grid load 448,600            MW.h
L3 Fish Lake 7,000               MW.h

L4=L2+L3 Total Grid load 455,600            MW.h

Assumed Actual Generation Sources
L5 YECL Fish Lake 7,000               MW.h
L6 YEC Hydro 413,400            MW.h
L7 YEC Diesel (net of capital and insurance) 35,000             MW.h
L8 YEC Wind 200                  MW.h
L9 Total Grid load 455,600            MW.h

Expected Generation Sources

L10 YECL Fish Lake (expected) 8,730               MW.h
YECL Fish Lake long term average hydro generation based on YUB 
Order 2014-06. 

L11 YEC Wind (expected) 238                  MW.h YEC 2012/13 GRA

L12=L9-L10-L11 YEC Grid load net of expected Fish Lake and Wind 446,632            MW.h

L13 Expected Base Diesel Generation at 445 GW.h 27,500             MW.h Derived from updated Table 1.1-1
L14=(L12-445 GW.h)x62% Expected Incremental Diesel Generation at 1,632 MW.h above 445 GW.h 1,012               MW.h 62% of Load between 445 GW.h and 450 GW.h is diesel

L15=L13+L14 Total Expected YEC Diesel Generation 28,512             MW.h

L16=L15 Expected YEC Diesel Generation in Rates 28,512             MW.h 100% of long-term average

L17=L7 Actual YEC Diesel Generation 35,000             MW.h Assumed

L18=L17-L16 YEC Diesel Generation to be Included in DCF 6,488               MW.h

L19=L1xL18 Incremental YEC Diesel Generation Cost to Charge (Refund) DCF ($000s) $1,863

Year 5  - Actual Wind and Fish Lake at Forecast; Actual Diesel Generation Below Expected

Assumptions

L2 YEC Grid load 461,000            MW.h
L3 Fish Lake 8,730               MW.h

L4=L2+L3 Total Grid load 469,730            MW.h

Assumed Actual Generation Sources
L5 YECL Fish Lake 8,730               MW.h
L6 YEC Hydro 425,762            MW.h
L7 YEC Diesel (net of capital and insurance) 35,000             MW.h
L8 YEC Wind 238                  MW.h
L9 Total Grid load 469,730            MW.h

Expected Generation Sources

L10 YECL Fish Lake (expected) 8,730               MW.h
YECL Fish Lake long term average hydro generation based on YUB 
Order 2014-06. 

L11 YEC Wind (expected) 238                  MW.h YEC 2012/13 GRA

L12=L9-L10-L11 YEC Grid load net of expected Fish Lake and Wind 460,762            MW.h

L13 Expected Base Diesel Generation at 460 GW.h 37,400             MW.h Derived from updated Table 1.1-1
L14=(L12-460 GW.h)x72% Expected Incremental Diesel Generation at 762 MW.h above 460 GW.h 533                  MW.h 72% of Load between 460 GW.h and 465 GW.h is diesel

L15=L13+L14 Total Expected YEC Diesel Generation 37,933             MW.h

L16=L15 Expected YEC Diesel Generation in Rates 37,933             MW.h 100% of long-term average

L17=L7 Actual YEC Diesel Generation 35,000             MW.h Assumed

L18=L17-L16 YEC Diesel Generation to be Included in DCF 2,933-               MW.h

L19=L1xL18 Incremental YEC Diesel Generation Cost to Charge (Refund) DCF ($000s) ($842)
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TOPIC: Thermal Generation Mix 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-3, PDF page 31 3 

 4 

QUOTE: … to assume that LTA thermal generation requirements (separate 5 

from thermal generation maintenance activity requirements) are 6 

supplied with a combination of 90% LNG and 10% diesel generation. 7 

 8 

PREAMBLE:  9 

 10 

QUESTION: 11 

 12 

a) What happens if the actual thermal generation mix differs from the forecast? 13 

Do ratepayers or YEC bear this risk? Please explain. 14 

 15 

b) How are variances in actual fuel costs due to a change in the thermal 16 

generation mix accounted for? Please provide a numerical example. 17 

 18 

c) How and why was the 90:10 thermal generation mix developed? 19 

 20 

ANSWER: 21 

 22 

(a) and (b) 23 

 24 

The quote references the proposed approach in the 2017/18 GRA, and the thermal 25 

generation mix assumed in the GRA forecasts for LNG and diesel fuel costs.  26 

YEC bears the risk of higher costs if the final thermal generation mix after the DCF 27 

determinations differs from the 90:10 LNG: diesel mix assumed in the GRA test year 28 

forecasts. This is explained below in the review of how variances in actual fuel costs due 29 

to a change in the thermal generation mix are accounted for.  30 

As noted in response to YUB-YEC-1-39, DCF Annual Reporting reports actual diesel and 31 

LNG generation as recorded for a fiscal year, and thereby reflects actual limitations on 32 

LNG unit operation during that year, including any of the limitations reviewed in Appendix 33 

3.4 and YUB-YEC-1-36. This reporting by itself does not limit LNG or diesel unit operation.34 
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DCF Annual Reporting also determines the following: 1 

1. LTA (expected) thermal generation for the actual firm load based on the DCF Term 2 

Sheet table approved by the Board. 3 

2. The gap for the year between LTA (expected) thermal generation and actual 4 

thermal generation that determines the amount that YEC pays into or receives from 5 

the DCF for the fiscal year (the “DCF Transfer”). 6 

3. In determining the DCF Transfer amount, it is necessary to specify the portion 7 

assigned to LNG versus diesel generation. The current GRA Application proposes 8 

rules going forward as of January 1, 2017 for determining the LNG/diesel split for 9 

the DCF Transfer. The proposed approach for determining the DCF Transfer 10 

LNG/diesel mix focuses on setting YEC’s annual overall fuel mix costs as close 11 

as possible to the GRA approved assumptions (i.e. the proposed 90/10 LNG/diesel 12 

mix) adopted to set the approved revenue requirement and rates.  13 

As reviewed in response to YUB-YEC-1-43(a), adoption of the actual fuel mix for actual 14 

generation versus the assumed 90/10 LNG/diesel fuel mix will have varying impacts 15 

depending on the actual fuel mix and its share of expected thermal generation in a fiscal 16 

year. The example set out in Tables 3.4-2 and 3.4-3 of Appendix 3.4 looks at a range of 17 

such potential situations over five years, indicating the impact of the proposed approach 18 

as summarized below to contrast with assuming the actual fuel mix in each year: 19 

 Year 1 of example: 20 

o Actual fuel mix assume 50/50 LNG/diesel (actual < expected by 9.9 GW.h). 21 

o Proposed DCF Transfer 98/2 LNG/diesel; yields overall 90/10 LNG/diesel. 22 

 Year 2 of example: 23 

o Actual fuel mix assume 25/75 LNG/diesel (actual < expected by 14.4 24 

GW.h). 25 

o Proposed DCF Transfer 100/0 LNG/diesel; yields overall 83.7/16.3 26 

LNG/diesel, i.e., YEC bears risk of higher costs due to final diesel share 27 

[after DCF determinations] exceeding 10% assumed in GRA forecast. 28 

 Year 3 of example: 29 

o Actual fuel mix assume 96.8/3.2 (actual < expected by 19.0 GW.h). 30 

o Proposed DCF Transfer 88.9/11.1 LNG/diesel; yields overall 90/10 31 

LNG/diesel. 32 
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 Year 4 of example: 1 

o Actual fuel mix assume 71.4/28.6 LNG/diesel (actual > expected by 42.1 2 

GW.h). 3 

o Proposed DCF Transfer 59/41 LNG/diesel; yields overall 90/10 LNG/diesel. 4 

 Year 5 of example: 5 

o Actual fuel mix assume 60/40 LNG/diesel (actual > expected by 68.1 6 

GW.h). 7 

o Proposed DCF Transfer 46.7/53.3 LNG/diesel; yields overall 90/10 8 

LNG/diesel. 9 

As reviewed in response to YUB-YEC-1-43 (b), the proposed approach will not allow the 10 

LNG share of any transfer into or out of the DCF to exceed 100%. As a result, under 11 

certain factual situations (e.g., the year 2 example in Table 3.4-3 as reviewed above), the 12 

final fuel mix for the DCF Transfer will be 100% LNG and the expected overall generation 13 

mix after the DCF Transfer will not equal the 90/10 LNG/diesel fuel mix assumed for the 14 

Application. Under this situation, the proposed GRA rules for DCF determination of the 15 

DCF Transfer fuel mix yield an overall 83.7/16.3 LNG/diesel mix, and YEC bears the full 16 

risk of higher costs due to final diesel share [after DCF determinations] exceeding the 10% 17 

assumed in the GRA forecast.  18 

Absent the proposed procedures, in order to secure a 90/10 LNG/diesel mix would require 19 

under certain factual situations an LNG share of any transfer to exceed 100%. Under the 20 

above referenced example for year 2: 21 

 Assumed actual thermal generation of 4 GW.h, with fuel mix 25/75 LNG/diesel. 22 

 Assumed expected thermal generation of 18.446 GW.h. 23 

 The transfer of funds to the DCF is based on 14.446 GW.h gap between expected 24 

and actual thermal generation. 25 

 The target 90% LNG would require 90% of expected, or 16.6 GW.h (or 15.6 GW.h 26 

more than actual LNG generation). 27 

 To achieve this target, the LNG share of the DCF transfer would need to equal 28 

108% of the 14.446 GW.h to be transferred.  29 
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(c) 1 

 2 

The basis for the 90/10 LNG/Diesel generation mix is outlined in Appendix 3.4 of the 3 

2017/18 GRA as well as in the response to YUB-YEC-1-25; YUB-YEC-1-43; YUB-YEC-4 

1-36; YUB-YEC-1-39 and JM-YEC-1-13. 5 

This approach is proposed to ensure that revenue requirement costs used to set rates 6 

provide some recognition of the current limits on actual LNG ability to displace all diesel 7 

generation (see response to YUB-YEC-1-25 for more detailed review). No such 8 

LNG/diesel split was specified in prior GRA Test Year Revenue Requirement 9 

determinations (see response to YUB-YEC-1-42). 10 

As summarized in YUB-YEC-1-25, details on establishing the 90:10 LNG: Diesel 11 

proportion are reviewed in Section 1.3 of Appendix 3.4 of the Application. This ratio is not 12 

statistically based, but reflects experience and expectations related to thermal generation 13 

to supply the long-term average (LTA) requirement over all water years. 14 

Key points reviewed on this matter in Appendix 3.4 include: 15 

 YEC’s LNG Part 3 Application provided simulations and analysis to support the 16 

assumption that the initial two LNG units (8.8 MW) would be expected to displace 17 

all LTA diesel generation at LTA thermal requirements of up to 17 GW.h/year. This 18 

assessment assumed operation of the LNG units as required during low water 19 

conditions (i.e., during the water years accounting for the vast majority of the LTA 20 

thermal generation requirement at grid loads then forecast) to enhance hydro 21 

storage for use in wintertime. 22 

 LTA thermal generation requirements on the grid remained below 17 GW.h in 2015 23 

and 2016, and remain below 17 GW.h in each of the test years, indicating that an 24 

assumption of 100% LNG displacement of LTA diesel generation during these 25 

years would be consistent with the Part 3 determinations. 26 

 Addition of a third LNG unit in 2019 will expand considerably the overall LNG 27 

capability to displace LTA diesel generation on the grid.  28 
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 Actual LNG unit operation to date has been constrained by unit size at 4.4 MW 1 

(see response to YUB-YEC-1-38 for review of these constraints1); however, these 2 

constraints are not considered to have a material impact on the ability of LNG (with 3 

operation during low water conditions to enhance hydro storage) to supply overall 4 

LTA thermal generation at the grid loads relevant to the Application. 5 

o Appendix 3.4.2 (Figure 3.4-1 and Table 3.4-4) highlights the extent that 6 

LTA thermal is affected by years with below average water levels. 7 

o At a grid load of 420 GW.h/year, 75% of the thermal generation 8 

requirement over 35 water years occurs in the 20% of the 35 water years 9 

with the worst drought conditions, and less than 1% of this thermal 10 

generation occurs in the 46% of the 35 water years with the best water 11 

conditions. 12 

 The Application proposes that LTA thermal generation be assumed, for revenue 13 

requirement purposes at this time, to be supplied 90% by LNG-supplied natural 14 

gas generation and 10% by diesel generation. This approach is proposed to 15 

ensure that revenue requirement costs used to set rates provide some recognition 16 

of the current limits on actual LNG ability to displace all diesel generation. 17 

                                                 
1 In summary, the manufacturer recommends not running the existing 4.4 MW LNG units for loads below 2.6 
MW, and for minimum time periods of less than 4 hours. Existing diesel units are therefore used for loads that 
are not suited for existing LNG unit operation, and these constraints affect ST LNG/diesel fuel mix at varying 
loads. In contrast, as reviewed in response to YUB-YEC-1-38, emergency response loads are excluded from 
LTA forecasts and LTA thermal generation at the GRA forecast grid loads are driven mainly by sustained 
thermal generation required during low water or drought conditions. 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

YUB-YEC-2-7 

April 6, 2018 Page 1 of 2 

TOPIC: VGC PPA 1 

 2 

REFERENCE: YEC Part II Application (December 6, 2017), page 2-5, PDF page 33 3 

 4 

QUOTE: The PPA Application indicates a potential increase in grid loads 5 

over the next decade sufficient to sustain material forecast thermal 6 

generation at LTA hydro generation, e.g., prior to any enhanced 7 

renewable generation being implemented, incremental YEC LTA 8 

thermal generation at 65% to 75% of the incremental generation is 9 

needed to supply the VGC mine power requirements. Since the 10 

late 1980s, such grid loading magnifies thermal generation cost 11 

impacts from load changes which in turn reinforces the 12 

requirement for LTA hydro generation forecasts for GRA purposes, 13 

LTA DCF-type thermal cost or contingency fund account 14 

mechanisms, and the ongoing need for ERA wholesale rate 15 

mechanisms. (Emphasis added) 16 

 17 

PREAMBLE:  18 

 19 

QUESTION: 20 

 21 

a) The ERA only accounts for changes in wholesale loads from forecast. How is 22 

YEC protected from changes in industrial loads? Please explain. 23 

 24 

b) The ERA allows YEC to collect incremental thermal generation charges from 25 

incremental wholesales of electricity above the last Board approved 26 

forecast. YECL’s (AEY) deferral account allows YECL to collect those 27 

charges from all customers in Yukon. Would it be more efficient if YEC 28 

applied for a rider for all Yukon customers to cover the cost of this 29 

incremental thermal generation? Please explain. 30 

 31 

ANSWER: 32 

 33 

(a) 34 

 35 

Yukon Energy is not protected from changes in industrial or retail loads. 36 
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Yukon Energy bears the risk for changes in industrial load as well as changes in its retail 1 

customer load. It does not have a deferral account or other measures to mitigate cost 2 

change impacts related to load changes for these customers. Please see response to 3 

YUB-YEC-2-1(d). 4 

 5 

(b) 6 

 7 

In Yukon Energy’s view this would not be more efficient and would in effect be contrary 8 

to the established regulatory context in Yukon as reviewed in response to YUB-YEC-2-9 

1(d) wherein each utility bears the risk of thermal cost changes related to grid load 10 

changes (and ratepayers are not charged for such changes through deferral accounts). 11 

As reviewed in response to YUB-YEC-2-1(d), the approach taken in the 1990s when the 12 

ERA was established jointly by the Companies ensured that each utility bore the load 13 

related risk directly related to its customers, i.e., through the ERA the wholesale utility 14 

bore the load related risk (or captured the benefits) related directly to changes in load for 15 

its retail customers. No changes to retail rates were contemplated or enacted in the 16 

1990s as a result of ERA charges or rebates to YECL.  17 

Accordingly, prior to 2008 this risk was held by the utility as there was no deferral 18 

account mechanism in place to pass this risk on to YECL’s (AEY’s) retail customers. The 19 

provision for a Purchase Power Flow Through Account for YECL was approved by the 20 

YUB in 2008, which in effect allowed YECL to defer and flow through ERA costs to 21 

Yukon ratepayers. No actual deferrals or flow throughs have yet been approved by the 22 

Board under this provision. 23 

The current arrangements since 2008 enable the Board to retain regulatory review of 24 

AEY’s deferral account and to assess on an ongoing basis under what conditions, if any, 25 

it is appropriate to flow through any charges or rebates to all Yukon customers. Yukon 26 

Energy is not aware of any basis for assuming a YEC rider automatically applied to all 27 

Yukon customers to cover the cost of incremental thermal generation related to AEY 28 

hydro grid loads being more efficient than the current arrangement.  29 
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TOPIC: Ratepayer Risks 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-7, PDF page 35 3 

 4 

QUOTE: As reviewed below, these inter-relationships start from the 5 

accepted premise that ratepayers bear the risk of low water 6 

conditions as regards added costs for added thermal generation, 7 

and that material instability in thermal generation costs due to 8 

water availability therefore pose direct challenges to the stability 9 

of rates that the Board would need to approve. 10 

 11 

PREAMBLE:  12 

 13 

QUESTION: 14 

 15 

a) Please define “material instability”. 16 

 17 

b) What does YEC mean by “direct challenges to the stability of rates”? Did the 18 

Board make a determination as to a specific threshold that when breached leads 19 

to instability of rates? Please explain. 20 

 21 

ANSWER: 22 

 23 

(a) and (b) 24 

 25 

“Material instability” is not a specifically defined term. In the context of the general 26 

statement referenced here, the term refers to the situations when low water conditions 27 

(and, in particular, drought conditions) can severely restrict hydro generation relative to 28 

LTA and result in high added thermal generation cost requirements to be reflected in 29 

rates.  30 

As reviewed in response to YUB-YEC-2-2(c), throughout YEC’s GRA filings and related 31 

Board decisions since 1989 rate stability risks have been recognized related to water 32 

variances affecting hydro and thermal generation when overall hydro grid loads are at 33 

levels that required thermal generation under LTA hydro conditions. These rate stability 34 

risks reflect the regulatory principle adopted throughout this period that the risk of low 35 

water conditions, as regards added costs for thermal generation, is borne by ratepayers. 36 
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As reviewed in responses to YUB-YEC-2-2(c) and YUB-YEC-2-3(c), the Board has 1 

approved various measures (including the LWRF and the DCF) to address the direct 2 

challenges noted to the stability of rates due to water variability. The Board has not, 3 

however, made any determination as to a specific threshold that when breached leads to 4 

instability of rates. However, as reviewed in response to YUB-YEC-2-3(c), the Board 5 

expressed concerns in the early 1990s about rate instability when YEC used short-term 6 

hydro forecasts to set rates, and directed YEC to assess use of LTA hydro forecasts in 7 

order to yield greater rate stability.  8 

Appendix 3.4 of the 2017/18 GRA filing, in Attachment 3.4.4, reviews the potential range 9 

of thermal cost variance due to water conditions at various grid generation loads and 10 

with varying DCF caps.  11 
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TOPIC: Yukon Hydro Grid Inter-relationship 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-8, PDF page 36, 3 

 Figure 2-1 4 

 5 

PREAMBLE:  6 

 7 

Figure 2-1 shows a contingency fund implementation post GRA. 8 

 9 

QUESTION: 10 

 11 

a) Please confirm if the use of a contingency fund can apply to either a 12 

short-term or LTA hydro forecast. 13 

 14 

b) If part (a) is confirmed, please explain why YEC has never requested a 15 

contingency fund based on a short-term hydro forecast. 16 

 17 

c) In Figure 2-1, the middle box states: 1. Ratepayers bear risk related to water 18 

variability. Is this for all variations of water variability from forecast? 19 

 20 

d) Can water variability be defined? Please explain. Does it refer to the total 21 

amount of hydro generation possible or is it the amount available dependent 22 

upon level of load? 23 

 24 

e) Do all Canadian utilities that have hydro generation have a contingency fund 25 

that passes risk of variation in water to customers? Please explain. 26 

 27 

f)  Could the ratepayer risk be mitigated? That is, could the contingency fund only 28 

apply for variations above or below a certain level of forecast such as 10%? 29 

Please explain. 30 

 31 

g) Has YEC investigated methods to reduce risk related to water variability for 32 

ratepayers? Please explain. 33 

 34 

h) YEC (and YECL) has a deferral account for the price of fuel for thermal 35 

generation. With the DCF or a similar contingency fund, is it accurate to state 36 

that YEC’s risk with respect to fuel volumes for thermal generation is 37 
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mitigated? Please explain. 1 

 2 
i) If the statement in part (h) is accurate, should YEC’s ROE be reduced to 3 

reflect the risks borne by ratepayers? Please explain. 4 

 5 

j) In the converse, if the Board determined that YEC should bear risks related to 6 

water variability, how would that affect YEC’s ROE? 7 

 8 

ANSWER: 9 

 10 

(a) and (b) 11 

 12 

The assertion in question (a) is confirmed. Use of a contingency fund can apply to either 13 

a short-term or LTA hydro forecast.   14 

 15 

As outlined in Figure 2-1 of the Two Part ERA Application, whether a short-term or long-16 

term average forecast is used, if it is accepted that ratepayers bear forecast risk related to 17 

water variability a contingency fund is considered necessary to mitigate ratepayer 18 

impacts due to changes in water availability compared to forecast.  19 

 20 

The assertion in question (b) is incorrect. The Low Water Reserve Fund (LWRF) 21 

implemented in the early 1990s [approved in Order 1991-2] was a contingency fund that 22 

operated during a period when short-term hydro generation forecasts were used in GRA 23 

forecasts (e.g., 1991/92 GRA used a short-term forecast and 1993/94 GRA used a short-24 

term forecast). Please see response to YUB-YEC-2-2(c) for more details of filings and 25 

Board Orders over this period.  26 

 27 

(c) 28 

 29 

Yes. To extent that thermal generation is affected, this is intended to apply to all 30 

variations of water variability from GRA forecast. Please see response to YUB-YEC-2-31 

2(c) as regards the YEC past filings and Board Orders relating to ratepayers bearing 32 

risks related to water variability relative to GRA forecasts.  33 
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(d) 1 

 2 

Water variability has been defined for each contingency fund adopted to date for YEC 3 

GRAs.  4 

 5 

As reviewed in response to YUB-YEC-2-2(c), water variability affects thermal generation 6 

costs only when grid loads require thermal generation at LTA hydro generation. In this 7 

context, when considering GRA forecasts and year-end contingency fund 8 

implementation, water variability refers to the amount of LTA hydro generation applicable 9 

to the applicable grid load. See also YUB-YEC-2-2(a and b) for review of low water 10 

condition impacts on thermal generation at different grid loads with the current hydro 11 

generation capability. 12 

 13 

For the purposes of the current DCF, water variability may therefore be defined as a 14 

change from the LTA available hydro generation that would otherwise be expected 15 

based on assumed operating conditions for the Yukon Integrated System.  16 

 17 

The DCF Term Sheet defines hydro generation variability with regard to the LTA forecast 18 

and various grid loads as required for current 2017-18 GRA purposes.1 19 

 20 

The DCF Term Sheet notes (footnote 12) that long term average hydro generation in this 21 

table under any set of assumed grid generation load and grid generation capacity and 22 

licence conditions is determined based on current YECSIM power benefit model 23 

calculations (based on 35 years of water record) for the interconnected grid and updated 24 

reservoir and generation station water flow requirement changes (as noted in Appendix 25 

3.4 of the Application). As load grows a portion of the load growth is served (on average) 26 

by increased hydro output and the remainder by increased average thermal generation 27 

(diesel or LNG). 28 

 29 

(e) 30 

 31 

No. The basic premise that ratepayers bear the cost risks related to hydro is applicable 32 

for all Canadian utilities that have hydro generation, and in each instance measures are 33 

adopted that attempt to enhance long-term rate stability. However, all of these utilities do 34 

not have a defined contingency fund that passes risk of variation in water to customers.  35 

                                                 
1 The DCF Term Sheet is provided as Attachment 3.4.1 of the 2017/18 GRA. 
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Canadian utilities that have hydro generation each address ratepayer risk related to 1 

variation in water differently taking into consideration the context specific to that 2 

jurisdiction. Not all utilities with hydro generation have a contingency fund to mitigate 3 

ratepayer risks related to hydro generation.  4 

 5 

Yukon Energy reviewed rate stabilization mechanisms used in other jurisdictions 6 

including NWT, Manitoba and Newfoundland as part of rebuttal evidence filed during the 7 

2014 DCF/ERA proceeding. See YUB-YEC-2-9 - Attachment 1. It is understood that the 8 

approach taken in each jurisdiction, while context specific, acknowledges that water 9 

variability is a ratepayer risk. The review highlighted the need to consider the relevant 10 

context in Yukon [that led to the development of the DCF] as well as the relevant context 11 

in other jurisdictions [which underlies the specific approaches adopted to address water 12 

variability risk in each particular jurisdiction].  13 

 14 

Relevant experience from other hydro-based jurisdictions that Yukon Energy is familiar 15 

with is summarized below.  16 

 17 

Northwest Territories 18 

 19 

Northwest Territories Power Corporation (NTPC) has a dedicated Fuel and Water Rate 20 

Stabilization Fund (RSF) to address changes from GRA forecast for hydro generation 21 

water availability and fossil fuel prices, recognizing that the risks for each such change 22 

are ultimately born by ratepayers rather than by the utility.2  23 

 24 

The consolidation of the fuel and water stabilization funds was approved by NWT PUB 25 

by Decision 1-2013 respecting NTPC's 2012/13 and 2013/14 GRA. The purpose of the 26 

RSF is to flow through to customers, subject to a $2.5 million threshold, variances in fuel 27 

prices and purchased power prices relative to the GRA forecast, as well as flow through 28 

fuel variances in hydro communities.  29 

 30 

There are notable similarities in context for NTPC and Yukon Energy, i.e., both are 31 

ratebase regulated, and have isolated hydro grids with thermal generation to supply the 32 

balance of the power requirement; both have been sensitive to changes in industrial 33 

loads; both have dedicated rate stabilization funds to address changes from GRA 34 

forecast for hydro generation water availability (variance from LTA) and fossil fuel prices. 35 

                                                 
2 https://www.ntpc.com/about-ntpc/news-releases/2017/07/07/pub-approves-discontinuation-of-fuel-refund-
rider  
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Notable differences in context are outlined in Attachment 1 [pages 3-5], and include 1 

differences in history related to rate equalization across communities; and NTPC 2 

changes to consolidate separate stabilization funds pursuant to 2010 policy directions. 3 

NTPC also does not currently have a grid system where thermal generation has been 4 

impacted by limits on hydro generation under LTA water conditions (i.e., due to mine 5 

closures, diesel has not recently been on the margin under LTA water conditions on 6 

either NWT hydro grid). As noted, the RSF is subject to a relatively low threshold (+/-7 

$2.5 million), addresses fuel price as well water variance, and is targeted for a zero 8 

balance generally within 12 months after the threshold is hit. 9 

 10 

However, notwithstanding substantial surplus hydro at LTA forecast conditions, a severe 11 

drought was experienced in 2014 on the Snare hydro grid that resulted in material diesel 12 

generation requirements and costs for the Snare-Yellowknife system.  NTPC initially 13 

applied for a two-year stabilization fund rate rider to collect a forecast $20 million added 14 

cost resulting from over 60 GWh of additional diesel generation forecast to be needed 15 

over two years due to record low water conditions.  NTPC subsequently withdrew its 16 

application when the territorial government agreed to fund the additional fuel costs. Final 17 

GNWT payments of $37.2 million to NTPC through 2016 for added fuel costs related to 18 

low water conditions.3 19 

 20 

Manitoba 21 

 22 

Beyond dominant reliance on hydro generation, the context for Manitoba Hydro has few 23 

similarities with the context for Yukon Energy.  24 

 25 

Manitoba Hydro is not ratebase regulated and the context for ratemaking requires 26 

consideration of long-term financial targets and projections of 10 to as much as 20 27 

years.  Rate revenues are used as approved by the regulator to build up equity/ retained 28 

earnings to fund all of the utility’s major risks (including drought). In this sense, Manitoba 29 

Hydro uses its retained earnings as a reserve, and does not have a formal rate 30 

stabilization fund for water changes impacts or fuel price changes from GRA forecasts. 31 

Manitoba Hydro also has extensive connections to several neighbouring jurisdictions, 32 

and is able to secure power from these jurisdictions during drought periods and sell 33 

surplus power when water supplies are well above long term average hydro generation. 34 

                                                 
3 2016 NTPC Annual Report, page 22. Total GNWT payments to offset extreme low water cost impacts for 
NTPC customers were $14.2 million in 2014/15 and $23 million in 2015/16. 
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However, it is noted that drought is a major risk for Manitoba Hydro [similar to Yukon 1 

Energy], and rate regulation in Manitoba recognizes the need for the utility to recover 2 

drought related cost impacts from ratepayers and notes the related objective of 3 

gradualism and sensitivity to customer rate impacts [rather than seeking rapid recovery 4 

of added costs or rapid rebate of surpluses]. Consequently, Manitoba Hydro’s rate 5 

revenue has been approved by its regulator since the early 1990s to build up its equity 6 

and reduce its debt to equity ratio (from 90:10 to 75:25) in order that its equity can be 7 

sufficient, as a reserve fund, to address drought and other risk events. Specific 8 

examples which highlight concerns about drought and adequate equity funds being built 9 

up through rates are summarized in YUB-YEC-2-9 - Attachment 1, page 7-8. These 10 

examples highlight concerns about drought and adequate equity funds being built up 11 

through rates – and demonstrate that regulator concerns about risk as reflected in 12 

Orders go beyond only drought related impacts.  13 

 14 

Newfoundland 15 

 16 

Newfoundland and Labrador Hydro (NLH) maintains a complex Rate Stabilization Plan 17 

(RSP) with separate funds to manage changes from GRA forecasts as regards fuel 18 

price; variation in hydraulic generation due to water variability; load variation provisions 19 

(i.e., changes in load relative to forecast) affecting each rate class. NLH maintains 20 

deferral accounts designed to capture variances in power purchase volumes [including 21 

impact of water availability from hydraulic purchases] and fuel efficiencies; and has 22 

sought approval of a deferral account to provide for the unforeseen costs incurred with 23 

respect to fuel for its standby combustion turbine and diesel generators related to low 24 

hydrology .4  25 

 26 

Yukon Energy noted in the 2014 rebuttal evidence [provided as YUB-YEC-2-9 - 27 

Attachment 1] that “beyond noting that ratepayers bear the risk of hydro variations from 28 

forecast water conditions, there is no apparent relevance for the current DCF proceeding 29 

of examining further the Orders and filing related to Newfoundland Hydro RSF.”5 30 

                                                 
4 For example, see http://www.pub.nf.ca/applications/NLH2017GRA/rfi/NP-NLH-273.PDF. and 
http://www.pub.nf.ca/applications/NLH2016StandbyFuel/files/application/Application-
ApprovalofaStandbyFuelDeferralAccount-2016-02-05.pdf 
5 The evidence notes complexities regarding the RSF related to fund payments/ withdrawals being assigned 
according to rate class and load variation provisions (i.e., changes in load relative to forecast) affecting each 
rate class that add a wide range of issues that have no relevance to the DCF or the Yukon context for rate 
regulation.  
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British Columbia 1 

 2 

The context and mechanisms in place in British Columbia were not addressed in the 3 

2014 rebuttal evidence [provided as YUB-YEC-2-9 - Attachment 1]. However, the 4 

following additional information is provided regarding contingency fund mechanisms in 5 

place in B.C. to address water variability risks. 6 

 7 

In 2004, subsequent to an inquiry into BC Hydro’s heritage generation assets (which in 8 

effect include its existing hydro generation assets), Heritage Special Direction No. HC2 9 

was issued by the Province6 to establish the Heritage Deferral Account and the Trade 10 

Income Deferral Account to capture, respectively, the variances between BC Hydro’s 11 

actual, and forecast cost of supply from heritage assets, and variances between the 12 

actual and forecast net income of Powerex.7 13 

 14 

BC Hydro specifically notes as follows regarding its use of variance accounts8: 15 

 16 

Variance accounts capture the difference between forecast costs and revenues, 17 

on which rates are set in BC Hydro’s revenue requirements applications, and the 18 

actual costs and revenues that are incurred or received by BC Hydro. Not all 19 

forecast costs will be subject to variance account treatment. For those costs that 20 

BC Hydro has control over, it generally accepts the financial risk of the difference 21 

between the forecasted and actual costs. However, for those costs that BC 22 

Hydro does not have control over, it can be difficult to accurately forecast them 23 

and therefore regulatory accounts are often set up to capture the difference 24 

between the forecast and actual costs and recover or refund the variance, 25 

through the rates charged to ratepayers. 26 

 27 

This effectively transfers the forecast cost risk of these uncontrollable costs to 28 

customers. BC Hydro considers that it is appropriate that these costs be paid by 29 

                                                 
6 Heritage Special Direction No. HC2 to the BCUC. 
http://www.bclaws.ca/civix/document/id/loo92/loo92/158_2005 [accessed on March 21, 2018]. 
7 Powerex was established in 1988 as the wholly-owned electricity marketing subsidiary of BC Hydro – 
responsible for marketing BC Hydro’s surplus electricity in the west. 
http://www2.powerex.com/AboutUs.aspx [accessed on March 21, 2018]. 
8See pages 12-13 of the BC Hydro’s Regulatory Accounts Report at the following link: 
https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-
documents/revenue-requirements/RRRA-2015-2016-regulatory-accounts-report.PDF  
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ratepayers, as the costs are being incurred in the provision of service to its 1 

ratepayers. 2 

 3 

BC Hydro has a Cost of Energy Variance Account which includes Heritage Deferral 4 

Account, Non-Heritage Deferral Account and Trade Income Deferral Account.9 The 5 

stated purpose of the cost of energy variance is to defer the difference between forecast 6 

and actual costs of energy and trade income, for recovery in a future period. The 7 

following is specifically noted regarding cost impacts related to water variability (i.e., 8 

difference from average water conditions used to set rates) that are ultimately borne by 9 

ratepayers:  10 

 11 

… the Deferral Accounts are used to smooth net income when energy costs are 12 

unexpectedly higher or lower than forecast. This may happen due to variations in 13 

reservoir water levels (due to more or less precipitation and snow melt in any 14 

given year), resulting in the requirement for BC Hydro to change its mix of energy 15 

resources to meet load demand. While rates are set assuming average water 16 

inflow levels, the lower cost Hydro generation levels can fluctuate by +/- 5,000 17 

GWh between low and high water years, resulting in the need to sell surplus 18 

power or purchase energy from the market. As water inflow levels are 19 

uncontrollable it is appropriate that the risk of this cost should be borne by BC 20 

Hydro’s customers and recovered in rates.10 21 

 22 

BC Hydro notes that the balance in HDA increased from $78 million in F2008 to $329 23 

million in F2009 due to purchases of high cost energy to offset lower than forecast 24 

hydro-generation due to low water inflows.11  25 

                                                 
9 The Established by British Columbia Utilities Commission (BCUC) Order No. G-96-04 dated 29th October 
2004 at: http://www.bcuc.com/Documents/Proceedings/2004/DOC_5430_BCH%202004RR%20Final.pdf 
[accessed on March 21, 2018]. 
10 See BC Hydro’s Regulatory Accounts Report at the following link: 
https://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-
documents/revenue-requirements/RRRA-2015-2016-regulatory-accounts-report.PDF  
11 BC Hydro F2015 to F2016 Revenue Requirements Rate Application, Appendix H, Regulatory Accounts 
Report, Page 58 of 79. https://www.bchydro.com/content/dam/BCHydro/customer-
portal/documents/corporate/regulatory-planning-documents/revenue-requirements/RRRA-2015-2016-
regulatory-accounts-report.PDF  
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(f) 1 

 2 

Yukon Energy is not aware of any precedent or principle for using an approach that 3 

would mitigate ratepayer risk for water variability through restricting the application of the 4 

contingency fund only to variations above or below a certain level of forecast (e.g., 10%). 5 

Yukon Energy’s understanding of approaches for addressing water variability in other 6 

Canadian jurisdictions [see response to part (e) above] also does not support such an 7 

approach.   8 

 9 

While such an approach may be technically possible, it would be complex compared to 10 

the DCF mechanism currently used. Please also see response to YUB-YEC-2-1(g,h and 11 

i). 12 

 13 

(g) 14 

 15 

As the Yukon Integrated System (YIS) is highly dependent on hydro generation, there 16 

will always be cost risks related to higher than average thermal generation requirements 17 

in years when water availability is below average. YEC’s investigation of methods to 18 

mitigate rate instability risks to ratepayers has, from the outset, focused on contingency 19 

fund mechanisms that would be effective in smoothing out the rate impacts of water 20 

variations.  21 

 22 

Yukon Energy has reviewed in detail the development of contingency fund mechanisms 23 

to address and mitigate impacts of ratepayer cost variability related to water variability 24 

[see response to YUB-YEC-2-2(c) and YUB-YEC-2-3(c)].  In summary, Yukon Energy 25 

initially provided for a contingency fund out of retained earnings as a means of mitigating 26 

ratepayer risks related to water variability, noting at the time that: “Based on the NCPC 27 

experience and experiences in other jurisdictions, though, it would be appropriate in the 28 

long run for the consumers of the utilities to be paying for their own contingencies.” The 29 

Low Water Reserve Fund established in the 1991/92 GRA and later Diesel Contingency 30 

Fund [established out of the 1996/97 GRA process] were each developed to ensure that 31 

impacts of water variability [which were considered ratepayer risk] were managed 32 

appropriately in a manner that stabilized rates.  33 

 34 

Yukon Energy has also over this period continued to plan and operate the Yukon 35 

Integrated System (YIS) with a focus on ensuring the most efficient use of available 36 

water and the ability to use storage on the system.  Yukon Energy has continued to look 37 
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for ways to get the most efficient use of its available assets and to develop lower cost 1 

generation resources in order to meet growing demand on the YIS. Integration of the 2 

grids and hydro generation enhancements are examples of actions taken in this regard.  3 

 4 

Yukon Energy has also looked at options to reduce its thermal generation fuel costs, and 5 

therefore its thermal generation costs as required during low water conditions, including 6 

the introduction of LNG as a lower cost fossil fuel source compared to diesel. 7 

 8 

(h)  9 

 10 

No, it would not be accurate to say that YEC’s risk with respect to fuel volumes for 11 

thermal generation is mitigated with the DCF or a similar contingency fund.  12 

 13 

As reviewed in response to YUB-YEC-2-1(d), fuel volumes for thermal generation vary 14 

primarily due to changes in load or due to water variability. The DCF only addresses 15 

variances in fuel requirements related to water variability and specifically does not 16 

address such risks related to load variance.   17 

 18 

Fuel price risk is addressed through the Diesel Fuel Price Variance Account and Rider F 19 

mechanism and also does not address risk related to load variance.  20 

 21 

Yukon Energy specifically continues to carry the load-related risk for its retail load and 22 

for industrial load. Historically, the ERA mechanism was implemented to ensure that 23 

when AEY (YECL) loads vary and this variation in load drives changes in the quantities 24 

of diesel generation required, AEY (YECL) carries the cost (or captures the savings) that 25 

results from these diesel generation changes. Historically, as reviewed in response to 26 

YUB-YEC-2-1(d), the ERA had no impact on retail or industrial ratepayers.  27 

 28 

(i) 29 

 30 

As noted in response to (h), the statement therein is not accurate. Further, no 31 

adjustment to YEC’s ROE related to these matters would be appropriate today so long 32 

as the current contingency fund mechanisms are retained. 33 

 34 

As reviewed in response to YUB-YEC-2-1(d), YUB-YEC-2-2(c) and YUB-YEC-2-3(c), the 35 

regulatory principles that resulted in the development of the DCF (or earlier LWRF), 36 

DFPVA and Rider F, and the ERA mechanism included in Rate Schedule 42 have been 37 
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in place and impacted rate setting since the early 1990’s. The ROE for Yukon Energy 1 

has been established over this period with consideration of these factors.   2 

 3 

The basis for the Yukon Energy ROE for the 2017/18 test years was reviewed in the 4 

following IR responses: YUB-YEC-1-52, YUB-YEC-1-53, YUB-YEC-1-54, YUB-YEC-1-5 

55, YUB-YEC-1-56 and CW-YEC-1-38. Yukon Energy is a small, northern utility (similar 6 

to AEY), that carries much higher risks compared to AEY related to generation12, related 7 

to connected industrial load, and related to being the main transmitter and generator on 8 

an isolated northern grid13. The assessment reflects the current regulatory context, 9 

which includes the above noted mechanisms and as such does not need to be adjusted. 10 

 11 

(j) 12 

 13 

Were the Board to break with established regulatory precedent in Yukon and for other 14 

regulated hydro utilities in Canada and determine that Yukon Energy should bear risks 15 

related to water variability, the overall risk profile for the utility would be increased and its 16 

ROE would need to be increased accordingly. However, any such measure would not be 17 

consistent with Section 3 of OIC 1995/90 that directs the Board to review and approve 18 

rates in accordance with principles established in Canada for utilities, including those 19 

established by regulatory authorities of the Government of Canada or of a province 20 

regulating hydro and non-hydro electric utilities. 21 

 22 

Regardless of the ROE approved, carrying this risk without some deferral account/ rate 23 

mitigation mechanism as currently exists would challenge the financial integrity of the 24 

utility. Yukon Energy would seek to mitigate the risks related to any such measure by 25 

using interim rate applications under conditions when material added thermal generation 26 

costs were expected to occur due to low water conditions relative to the last GRA 27 

forecast. The ultimate rate instability impacts would still be borne by ratepayers.  28 

                                                 
12 With regard to generation risk YUB-YEC-1-55 notes, “The nature of the risk can vary depending on the 
generation and related cost risks (e.g., fixed costs versus variable costs, new versus very depreciated 
assets, risks related to renewable energy variability, and risks related to load variation and related cost 
versus revenue variability), and the relative importance of generation and related costs within the total utility 
revenue requirement. On all related grounds, YEC’s hydro-based generation with new as well as old assets 
on an isolated grid displays a high level of generation risk.” 
13 YUB-YEC-1-56 notes that “unlike BC utilities, Yukon Energy operates on an isolated grid and cannot 
purchase power from other electrical systems (or sell surplus power into such systems). This is a critical risk 
for Yukon Energy that sets it apart from other southern utilities, as well as AEY.” 
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Re: UCG Evidence filed regarding Yukon Energy Corporation Application (the 
"Application") to Revise the Diesel  Contingency Fund ("DCF") and Related 
Amendments to the Energy Reconciliation Adjustment 

Introduction  

On September 3, 2014, the Utilities Consumers’ Group (UCG) filed a submission with the Yukon 
Utilities Board as Intervenor Evidence regarding the above referenced Yukon Energy Application. 
Yukon Energy as an applicant in this proceeding is submitting rebuttal on this UCG evidence. 

In its cover letter, UCG noted that its submission provides “evidence related to rate stabilization 
mechanisms approved in other jurisdictions which UCG feels should be used to broaden the review of 
how a mechanism like the proposed Diesel Contingency Fund should be established and used in 
Yukon.” UCG’s submission includes a five page summary of mechanisms in Northwest Territories, 
Manitoba, Newfoundland and Nova Scotia, and over 600 pages of attached Board Orders from the 
four noted jurisdictions. UCG submits this as “evidence of how other jurisdictions have addressed rate 
stabilization mechanisms similar to the DCF.” 

The information and examples from other jurisdictions have been filed on the record of this 
proceeding by UCG without the necessary context or analysis in order to assist the Board to 
determine the relevance, if any, of these particular mechanisms to the Yukon integrated system or 
regulatory environment and the issues related to the DCF in the current proceeding.   

In order to assist the Board, the following rebuttal evidence provides context for the other rate 
stabilization mechanisms included in the UCG submission and assesses the relevance, if any, of these 
other mechanisms to the current proceeding with specific regard to the DCF. This submission was 
prepared by Yukon Energy’s regulatory consultant (InterGroup Consultants), which (see Attachment 
1) has for many years provided expert advice on rate regulation matters to utilities or intervenors in
three of the jurisdictions noted (Northwest Territories, Manitoba and Newfoundland). 

Yukon Context for DCF and Review of other Rate Stabilization Mechanisms 

The DCF, and the predecessor Low Water Reserve Fund (LWRF), were established in Yukon to 
provide rate stabilization from variability in generation costs from approved GRA forecasts due only to 
fluctuations in available water flows and wind.  In contrast to the fuel price rate stabilization 
mechanism in Yukon (i.e., Rider F mechanism), comparatively large minimum and maximum caps 
were established for the DCF to establish a fund large enough to provide rate stabilization in 
response to varying water flow availability above and below long-term average conditions.   

The DCF rate stabilization mechanism was established, and is proposed to continue operating, in the 
following Yukon context: 

1. Isolated Hydro Grid - The Yukon grid operated by Yukon Energy is a hydro-based bulk
power system with a very small amount of wind generation and with diesel generation to
supply the balance of the power requirement. As such, the Yukon grid is isolated with no
interconnection to other jurisdictions (no ability to purchase power from others in the event
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of drought and no access to additional revenues from sales of surplus power to other 
jurisdictions). 

2. Load Variability - The Yukon grid(s) since the late 1980s have experienced a wide range of
load conditions that were reflected in the rate stabilization mechanisms adopted and applied
from time to time with regard to water availability:

a. The Mayo Dawson grid had surplus hydro conditions after the UKHM mine closed in
the late 1980s until this grid was connected to the WAF grid in mid-2011; under the
conditions from the late 1980s until mid-2011, changes in water flow availability on
this grid had no impact on diesel generation and no rate stabilization mechanism
similar to the DCF was in operation on this grid.

b. In contrast, the Whitehorse-Aishihik-Faro (WAF) grid has experienced varying load
and hydro generation utilization conditions since the late 1980s:

i. When the Faro mine was operating in the 1990s, the WAF grid load was
sufficient that changes in hydro generation on the Yukon grid due to
changes in water flow availability had a direct, opposite and equal impact on
diesel generation – and any change in load from GRA forecasts also was
100% reflected in changes in expected diesel generation under long-term
average hydro generation water conditions. The LWRF and then the DCF
were established as a dedicated fund on WAF during this period to reflect
the regulatory premise that ratepayers bear the risk (cost or benefit) for all
water-related hydro generation changes that cause changes in diesel
generation relative to the last GRA approved forecast hydro generation - and
the LWRF-DCF mechanisms were kept entirely separate from the Rider F rate
stabilization mechanism addressing fluctuation in diesel fuel prices from GRA
forecasts.

ii. When the Faro mine was not operating in the 1990s, and after it was closed
in early 1998, the reduced load resulted in surplus hydro generation on the
WAF grid under long term average hydro generation water conditions.
Accordingly, DCF operation was suspended under these load conditions
except when severe drought conditions in 1999 briefly caused a need to
operate diesel generation. During these conditions GRA approved rates only
included diesel generation costs related to winter peaking and maintenance
operation requirements, i.e., rates did not include any diesel generation costs
that reflected sensitivity to hydro generation water flow availability.

c. By 2012, interconnection of the WAF and Mayo-Dawson grids combined with load
growth resulted in conditions where diesel generation costs were once again
sensitive to hydro generation water flow availability. Board Order 2013-01 directed
that 2012-2013 test year GRA rates reflect 100% of diesel generation forecast to be
required on the integrated grid under long-term average hydro generation conditions
– and Yukon Energy filed for approval to resume operation of the DCF with
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modifications to reflect current integrated grid conditions (including recognition that, 
unlike the 1990s when the Faro mine was operating, expected diesel generation 
under long-term average generation would currently account for less than 100% of 
any changes in grid loads from the GRA forecast).  

3. Rate Policy - Rate policy requirements in Yukon established by the Public Utilities Act and
rate policy OICs such as OIC 1995/90 (and its predecessors) required rate base regulation of
Yukon Energy rates as well as equalization of first block retail rates and Major Industrial
customer rates throughout Yukon for both public utilities, with specific directions regarding
YEC wholesale rates charged to YECL/AEY and provisions to address fuel price changes from
approved GRA forecasts.

Other Rate Stabilization Mechanisms - Context and Relevance Assessment  

The UCG evidence copies, and purports to summarize, Board Orders dealing with rate stabilization 
mechanisms in four other jurisdictions (Northwest Territories, Manitoba, Newfoundland and Nova 
Scotia). The context of each referenced mechanism in each jurisdiction, and its relevance to the 
current proceeding on Yukon Energy's DCF mechanism, are assessed below.  

1. Northwest Territories (NWT Power Corporation) – UCG's evidence addresses at length
a variety of Board Orders and filings in Northwest Territories since the 1990s regarding rate
stabilization mechanisms. However, no assessment is provided by UCG of the context or
relevance of these Orders or filings with regard to the current DCF proceeding.

The context for NWT Power Corporation has notable similarities with the context for Yukon
Energy. For example, NWT Power Corporation has two isolated hydro grids, each with diesel
generation to supply the balance of the power requirement, and each very sensitive to
changes in industrial loads. It also has dedicated rate stabilization funds to address changes
from GRA forecast for hydro generation water availability (variance from long term average)
and fossil fuel prices, recognizing that the risks for each such change are ultimately born by
ratepayers rather than by the utility. Further, NWT Power Corporation has rate base
regulation of rates.

The context for NWT Power Corporation also has notable differences from the context for
Yukon Energy. For example, the following are noted:

 Until very recently, NWT Power Corporation's rates were set separately for each
individual community (e.g., different rates for customers in each community), rather
than equalized in the manner established in Yukon in the late 1980s. Some of the
Orders and filings referenced by UCG address measures adopted to facilitate a
transition to rate zones in the Northwest Territories and do not have any relevance to
the DCF mechanism in Yukon.

 NWT Power Corporation has experienced over time various changes to its rate
stabilization fund organization, including recent measures to implement a policy
directive in 2010 from the Territorial government to consolidate the previously
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separate stabilization funds into a single fund (RSF) that addresses a variety of rate 
stabilization measures (including fuel price stabilization as well as diesel generation 
stabilization as it is affected by hydro generation variations due to water availability). 
Beyond addressing specifically how water variability impacts are addressed, the 
details related to these various changes do not have any relevance to the current 
proceeding on the DCF mechanism in Yukon. Further, the new consolidated fund and 
its potential future operation does not offer any information relevant to the current 
DCF proceeding in Yukon1. 

 Focusing on rate stabilization mechanisms related specifically to water variability
impacts on diesel generation, NWT Power Corporation (NTPC) does not currently
have any grid system where diesel generation has recently been impacted by limits
on hydro generation under long-term average water conditions (i.e., in Yukon terms,
diesel has not recently been "on the margin" under long-term average water
conditions on either of the two NTPC hydro grids):

o The Taltson grid water fund in NTPC is currently inactive due to very low
loads on that system relative to available hydro generation - the only
relevance to the Yukon DCF is the full recognition by the utility and its
regulator that the Taltson water fund may need to be reactivated in future
when loads grow to the point where there is potential for diesel generation
to be on the margin again under long-term average water conditions.
Specific issues between NTPC and Northland utilities on the Taltson grid
reflect specific conditions and history for that grid, and have no relevance to
current Yukon DCF proceeding.

o The Snare-Yellowknife grid loads are also not at a level where diesel is on
the margin under long-term average water conditions, e.g., total generation
requirements in the most recent test year approximated 200 GW.h/year, and
remained below long-term average hydro generation at 220 GW.h/year.
Forecast diesel requirements for GRA rates are limited to about 1.2
GW.h/year, and are related only to winter peaking and/or maintenance
requirements. Under these conditions, water stabilization funds are only
charged when hydro availability falls below 200 GW.h/year due a reasonably
significant drought  - and there is no upside potential to replenish the fund in
years when hydro availability is higher than long-term average (because
loads are inadequate to make use of such added hydro generation).

Overall, the evidence confirms that the Snare-Yellowknife grid is the only NTPC grid relevant 
to the current DCF proceeding, and (to the extent that any relevance is available to the DCF 

1 There is limited operating experience to date in NWT with the new consolidated RSF. Calculation of balances in the water 
portion of the consolidated fund have not changed from previous rules; however, riders are generally implemented when the 
consolidated fund reaches a balance of +/- $2.5 million (no longer any separate triggers for individual portions of the 
consolidated fund) and riders are calculated to target a zero balance within 18 months (i.e. no longer distinction between 
targets for fuel and targets for water portions of funds, there is only one target balance for the consolidated fund that includes 
all components). 
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proceeding) that experience on this grid is reasonably consistent with Yukon DCF experience 
and principles during similar periods when diesel was not on the margin on the WAF grid. 
Further, the water-related rate stabilization mechanisms that would apply on the Yellowknife-
Snare grid when diesel is on the margin [which is the case being addressed for the DCF in 
the current proceeding] are also reasonably consistent with the DCF rate stabilization 
mechanism under similar conditions (subject to the material differences related to rider 
operation that were introduced with the new consolidated RSF).  

The UCG evidence does not note impacts of the severe drought that was suddenly 
experienced in 2014 on the Snare-Yellowknife system, resulting in the September 3, 2014 
NTPC application for a two-year stabilization fund rate rider to collect a forecast $20 million 
added cost resulting from over 60 GW.h of additional diesel generation forecast to be needed 
over two years due to record low water conditions2. Circumstances for this Northwest 
Territories system and reservoir reflect a variety of NTPC specific conditions and severe 
drought impacts that remain well below what could occur for Yukon's hydro grid3 - but this 
recent experience highlights the continued vulnerability of isolated hydro grids to very major 
diesel cost increases when severe drought conditions occur (as they eventually will), and the 
continued relevance of water rate stabilization funds such as the DCF to help stabilize rate 
impact risks for ratepayers.  

In summary, the NTPC experience indicates rate stabilization principles related to water 
variability that fully support the DCF as proposed in the current proceeding. The NTPC 
mechanisms specifically related solely to water variability are premised on the same 
principles as the DCF when diesel is on the margin under long term average water 
conditions, including; 

 that ratepayers rather than the utility are at risk for hydro generation availability due
to water, and

 that prior to the consolidation of the Snare-Yellowknife fund with NTPC’s other
stabilization funds as a matter of Territorial government policy, the Snare-Yellowknife
water rate stabilization fund provided for fund amounts above or below zero that
were well in excess of fuel price related rate stabilization funds and also provided for

2 Due to a sudden drought, NTPC went from a balance of zero in the water rate stabilization fund in April 2014 to a balance 
owing from ratepayers of $3.4 million at the end of September 2014 with reservoir levels near record lows and recent 2014 
inflows below all previous records - and with the expectation that by September 2016 ongoing drought conditions will increase 
the balance owing from ratepayers to $20 million. NTPC subsequently withdrew its application when the territorial government 
agreed to fund the additional $20 million fuel costs. 
3 Based on available water records and 2016 forecast Base Case loads without Alexco (with long-term average diesel 
generation requirements at 22.9 GW.h/year), diesel generation would exceed 175 GW.h in total over the two worst 
consecutive water years. [For the most recent such forecast, see Table C-3, Attachment C: Yukon Energy Application for an 
Energy Project Certificate and an Energy Operation Certificate re; Whitehorse Diesel-Natural Gas Conversion Project; 
December 2013. An earlier Base Case 2016 forecast filed in November 2012 during the YEC 2012/13 GRA proceeding indicates 
slightly larger impacts for the two consecutive worst drought years (a copy is provided in current proceeding in YUB-YEC-1-
1(b) and (c) Attachment 1).] 
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any rider to remain in effect only until the fund balance was brought back to its 
upper or lower range limit, not to a zero balance4.  

2. Manitoba (Manitoba Hydro)– UCG's evidence addresses Board Orders and filings related
to Manitoba Hydro over the period 2003 to 2009 that UCG states relate to rate stabilization.
However, no assessment is provided by UCG of the context or relevance of these Orders or
filings with regard to the current DCF proceeding.

Beyond dominant reliance on hydro generation, the context for Manitoba Hydro has few
similarities with the context for Yukon Energy. Material differences include the following:

 Unlike Yukon, Manitoba Hydro has extensive connections to several neighbouring
jurisdictions, including interconnection with the US grid - with resulting ability to
secure power from other jurisdictions during periods of drought and to sell surplus
hydro generation to other jurisdictions when water supplies are well above long term
average and/or domestic loads are inadequate to fully utilize long term average
hydro generation.

 Unlike Yukon Energy, Manitoba Hydro has no formal rate stabilization fund(s) for
water change impacts or fuel price changes from GRA forecasts  - and does not do
any formal accounting to track such variances.

 Unlike Yukon Energy, Manitoba Hydro uses rate revenues as approved by its
regulator to build up equity/retained earnings to fund all of its major risks (including
drought).

 Unlike Yukon Energy, Manitoba Hydro is not rate base regulated - in contrast, under
the overall ratemaking context for Manitoba Hydro, ratemaking requires
consideration of long-term financial targets and projections of 10 to as much as 20
years5.

Notwithstanding all of the relevant differences in context for Manitoba Hydro and Yukon 
Energy, the following underlying similarities are noted with regard to rate stabilization 
mechanisms related to water variability: 

 Drought is a major risk for both utilities, and planning for drought events is a major
consideration for Manitoba Hydro and its rate regulator (the Manitoba Public Utilities
Board or "PUB").

4 The earlier NTPC water stabilization funds, like the DCF, attempted to provide for fund "caps" i.e., (fund amounts above and 
below zero at which point a rate rider is to be established) within which the fund may normally absorb swings in water flow 
availability impacts without needing to introduce any new rate impacts. This approach in each case reflects the expectation 
that, under a wide range of conditions, when diesel is on the margin under long-term average water conditions impacts on the 
fund will tend to balance out over time and thereby provide the desired rate stabilization related to water variability impacts.  
5 For example, PUB Order 25/92 addressed the financial impacts of Limestone Generating Station coming into service. In that 
application, Manitoba Hydro sought a 3.5% rate increase, which would have yielded a net loss of $17.3 million for 1992/93, 
but still permit the achievement of an 85:15 debt: equity ratio by the end of the then relevant Integrated Financial Forecast 
(IFF) horizon (2002).  Hydro indicated the proposal was acceptable as the most important financial forecasts were those 
looking at the longer-term.  Notwithstanding the forecast immediate net loss, the Board's Report had a 2.65% rate increase 
(also focused on the long-term requirement for reserve). 
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 Rate regulation for Manitoba Hydro recognizes the ultimate need for the utility to
recover drought related cost impacts from ratepayers and notes the related objective
of gradualism and sensitivity to customer impacts (as opposed to seeking rapid
recovery of added costs from drought, or rapid rebate of surpluses earned under
favourable water conditions).

 In order to provide for drought and other major risks, Manitoba Hydro's rate revenue
has been approved to build up its equity and reduce its debt to equity ratio (from
about 90/10 in the late 1980s to a current target of 75/25) in order that its equity
can be sufficient, as a fund, to address drought and other risk events - on the
premise that, after such events, rates will be again be increased as required to
replenish this equity as needed to achieve the target debt/equity ratio. Over the past
decade, the PUB has granted rate increases in excess of Manitoba Hydro requested
rate increases in order to build retained earnings and manage risks that the PUB
considers the utility may be not adequately considering.

 The following examples are noted to highlight concerns about drought and adequate
equity funds being built up through rates - and as well to demonstrate that regulator
concerns about risk as reflected in Orders go beyond only drought-related impacts:

o PUB Order 7/03 reflected Board concern about the impact of a "five-year
drought" being the greatest threat to Manitoba Hydro's financial position,
which could cost the Corporation approximately $1.3 billion at the time
through lost export revenues and/or added generation costs (for fossil fuel
generation on Manitoba's grid or purchased from other jurisdictions)6. The
five-year drought reflected a five year period that occurred in the water
record (80+ years) where low water flows occurred for five consecutive
years (and the repeat of which would constitute the biggest "drought risk" to
the Corporation). [In the case of Yukon Energy, a similar multi-year drought
risk is demonstrated by water records in the late 1990s - closure of the Faro
mine was the sole reason why this drought's impacts on Yukon Energy and
ratepayers were muted at that time.7]

o In the 2004 GRA proceeding for Manitoba Hydro, a severe drought (and
consequent reduced power generation and export potential) from 2002-2004
resulted in losses to Manitoba Hydro in excess of $400 million8 – the highest
loss ever experienced by Manitoba Hydro at the time. These losses were
recovered in their entirety from ratepayers through a series of rate increases
as directed by the PUB in Order 101/049 and Order 143/04. The Board in
Order 101/04 noted “the drought’s impact on the Corporation’s retained

6 See page 88 of PUB Order 07/2003. 
7 See YUB-YEC-1-1(b) and (c) Attachment 1). 
8 PUB Order 101/04 at page 2. 
9 The Board notes in PUB Order 101/04, “The drought’s impact on the Corporation’s retained earnings, and a related and 
increased realization by The Public Utilities Board (the Board) of the financial and operating risks faced by MH, were the 
primary factors contributing to the Board’s decision to grant MH rate increases, as outlined in this Order.” 
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earnings”, and “a related and increased realization [by the PUB] of the 
financial and operating risks faced by MH10”, underlined the decision to 
provide Hydro with a 5% rate increase [effective August 1, 2004 for all 
customer classes], followed by two conditional rate increases of 2.25% (for 
each of 2004/05 and 2005/06 upon application of Manitoba Hydro).11  

o At the time of the drought addressed in PUB Order 101/04, Manitoba Hydro
had also paid a large dividend to the Province [such dividends had not been
typical in prior years]- and losses were pushing back the date of realizing the
75:25 debt:equity ratio target by several years. In this context, discussion
and argument addressed options to preserve secure funds to protect
ratepayers against major risk impacts - aside from regulatory concern to
have adequate "funds" to address such risks, the specifics of this discussion
were very much tied to the Manitoba Hydro context and have no useful
relevance to the current Yukon Energy DCF proceeding.

o The Manitoba PUB awarded a 5% rate increase in Order 90/08 when
Manitoba Hydro had only requested 2.9% for 2008/09 in Order 90/08, noting
that the Board "is focused on the risks that lie ahead and determined to
ensure as reasonably as possible that MH has the financial strength to meet
the risks". In this context, the Board was addressing concerns about capital
plan cost risks as well as other risks - and the discussion has limited if any
useful relevance to the current Yukon Energy DCF proceeding.

In summary, beyond highlighting utility and regulator concern to set aside adequate funds to 
address drought related risks (which risks ultimately are to be borne by ratepayers), the 
Manitoba Hydro experience and Orders have no material relevance to the current DCF 
proceeding.  

3. Newfoundland (Newfoundland Hydro) - UCG's evidence addresses Board Orders and
filings by Newfoundland Hydro related to 2002/03 and 2013/14, as well as references to
earlier history based on these sources, regarding the Rate Stabilization Plan (RSP). However,
no assessment is provided by UCG of the context or relevance of these Orders or filings with
regard to the current DCF proceeding.

Newfoundland Hydro's RSP is a complex rate stabilization mechanism with separate funds to
manage changes from GRA forecasts as regards fuel price; changes in fuel volumes
compared to forecast, i.e., addresses changes in load compared to forecast; water variability;
and rural rates12. In addition to other complexities, fund payments/ withdrawals are assigned
according to rate class - and load variation provisions (i.e., changes in load relative to

10 PUB Order 101/04 at page 2. 
11 The Application sought: Approval of electricity rate increases to be effective as of April 1, 2004 and 2005. The proposed 
rates were projected to result in an annual aggregate revenue increase of approximately $28 million (3.0%) for the fiscal year 
April 1, 2004 to March 31, 2005, and an additional revenue increase of $24 million or 2.5% for the fiscal year April 1, 2005 to 
March 31, 2006. 
12 Newfoundland and Labrador Hydro Rate Stabilization Plan Report, July 2014, page 1. 
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forecast) affecting each rate class add a wide range of issues that have no relevance at all to 
the current DCF proceeding in Yukon. 

In summary, beyond noting that ratepayers in each of these jurisdictions bear the risks 
related to hydro variations from forecast water conditions, there is no apparent relevance for 
the current DCF proceeding of examining further the Orders and filings related to the 
Newfoundland Hydro RSF.   

4. Nova Scotia (Nova Scotia Power) – UCG's evidence addresses Board Orders and filings
related to Nova Scotia Power related to 2011 to 2014 regarding a specific Rate Stabilization
Plan that was recently approved for Nova Scotia Power. However, no assessment is provided
by UCG of the context or relevance of these Orders or filings with regard to the current DCF
proceeding

Unlike Yukon Energy, Nova Scotia Hydro is not a hydro-based jurisdiction and examples of
rate stabilization mechanisms from this jurisdiction are consequently of no apparent
relevance for the Yukon context related to the need to provide rate stability in event of
material swings in water availability. Accordingly, evidence provided regarding Nova Scotia
Power has no apparent relevance to the current Yukon DCF proceeding.

Conclusions  

Review of the context for the Orders or filings referenced in four other jurisdictions by the UCG 
evidence indicates very limited relevance of this information to the current DCF proceeding. 

A large portion of the UCG evidence for each jurisdiction references rate stabilization mechanisms 
other than those related specifically to water variability, (e.g., the Nova Scotia, and most of the 
Newfoundland and Manitoba references, demonstrate this point as well as the new consolidated RSF 
for NTPC).   

In the cases where fund operation for rate stabilization is actually related specifically to water 
variability, the evidence shows that mechanisms are context dependent and vary across jurisdictions 
and over time within jurisdictions in response to specific changes in, and requirements of, the 
operating environment (e.g. in NWT the Taltson fund has been inactive since the Pine Point mine 
closure, as there is not enough load on the system to make water availability an issue, and even the 
Snare-Yellowknife portion of the RSF related to water operates in a context today where diesel is not 
"on the margin" at long term average water flows).   

In conclusion, it can be noted that each of the above noted jurisdictions has adapted specific 
mechanics for funds or other mechanisms to address water variability where it is a material risk. The 
specific mechanics vary among the above jurisdictions, and the details of these variations are of 
limited (if any) relevance to the Board in the current DCF proceeding. What is relevant to the current 
DCF proceeding, as shown by the above review, is that the following core principles are common to 
all of the above-noted jurisdictions addressing risks related to water variability:  

1. Ratepayers (not the utility or its shareholder) are ultimately at risk for cost impacts caused by
variations in water availability.
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2. All of the approaches to water stabilization mechanisms recognize that water availability can
be self-correcting over time and that some form of fund might help to stabilize rates in this
regard if it has sufficiently large "caps".
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ATTACHMENT 1 – INTERGROUP EXPERIENCE IN OTHER JURISDICTIONS 

InterGroup Consultants Ltd. experience providing expert advice on rate regulation matters to utilities 
or intervenor groups in Northwest Territories, Manitoba and Newfoundland is as follows:  

 Northwest Territories (Northwest Territories Power Corporation) – Since 2000,
InterGroup has provided support to Northwest Territories Power Corporation (NTPC) with
preparing the Corporation's Rate Applications for 2001/03, 2006/08, and 2012/14 fiscal
years. InterGroup's responsibilities have included preparation of the Corporation's revenue
requirements, cost-of-service and rate design studies.  InterGroup also provided rate hearing
support including expert witness testimony before the Northwest Territories Public Utilities
Board.

 Manitoba (Manitoba Industrial Power Users Group) –InterGroup has provided ongoing
advice to the Manitoba Industrial Power Users Group (MIPUG) in their role as intervenors in
each of the Public Utilities Board's reviews of electricity rates since December 1988 when the
Board was first given the jurisdiction to approve electricity rates. MIPUG played a role in the
Board’s review of Manitoba Hydro’s Major Capital Projects in 1990, the Centra Gas acquisition
in 1999, and Manitoba Hydro's Needs for and Alternatives To capital projects hearing in
2014. InterGroup assists MIPUG in electricity rate design matters with Manitoba Hydro, and
has provided rate hearing support including expert witness testimony before the Manitoba
Public Utilities Board in each of the above referenced proceedings.

 Newfoundland (Island Industrial Customers) – Since 2001, InterGroup has provided
rate hearing support to the Island Industrial Customers including expert witness testimony
before the Newfoundland and Labrador Board of Commissioners of Public Utilities on areas
such as revenue requirement, rate design and long-term system planning. InterGroup has
assisted the Island Industrial Customers with ongoing rate design matters including the Rate
Stabilization Plan.
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TOPIC: Final Utility Costs for Fiscal Year 1 

 2 

REFERENCE: YEC Part II Application (December 6, 2017), page 2-8, PDF page 36 3 

 Figure 2-1 4 

 5 

PREAMBLE: 6 

 7 

Figure 2-1 shows a model for final utility costs. 8 

 9 

QUESTION: 10 

 11 

a) In Figure 2-1, the third box states: 1. YEC final expected fuel costs for actual load 12 

(excluding water variance). Is it possible for YEC to develop a model whereby fuel 13 

costs are based on actual volumes of diesel consumed, and the accounting for 14 

variations in water are accounted for separately? Please explain. 15 

 16 

ANSWER: 17 

 18 

(a) 19 

 20 

The referenced third box in Figure 2-1 addresses final utility costs for a fiscal year after 21 

the second box contingency fund (DCF or equivalent) annual filing ensures that YEC’s 22 

final fuel costs remove any variances related to water variability, i.e., ratepayers (through 23 

the contingency fund mechanism) bear the cost risk related to water variability from the 24 

GRA forecast. Figure 2-1 shows how this outcome needs to occur under both ST and LTA 25 

GRA forecast alternatives, and assumes that absent the DCF a similar contingency fund 26 

mechanism would be required.  27 

 28 

On the matter of developing a model whereby fuel costs are based on actual volumes of 29 

diesel (and LNG) consumed and the accounting for water variations are accounted for 30 

separately, the DCF mechanism already in effect does this with regard to LTA GRA 31 

forecasts. The year-end DCF determinations in effect account for actual thermal 32 

generation volumes of diesel and LNG, and account for water variations from GRA LTA 33 

forecast separately (with related YEC payments into the DCF, or rebates from the DCF, 34 

as required). Also, please see response to YUB-YEC-2-1(d) and (i) as well as YUB-YEC-35 

2-2(c), for review of the need to ensure that water variation impacts are separately 36 

accounted for regardless as to whether LTA or ST GRA forecasts are adopted. 37 
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TOPIC: LTA versus ST GRA Forecast Alternatives 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-11, PDF page 39 3 

 4 

QUOTE: As expected during a period of favourable water conditions, the ST 5 

Alternative GRA Forecast would reduce the test year revenue 6 

requirements (by $2.0 and $0.7 million) and cumulative rate increase 7 

required by 2018 (reduced by about 11%, from 9.08% to 8.11%). 8 

 9 

PREAMBLE:  10 

 11 

QUESTION: 12 

 13 

a) Please confirm that favorable water conditions refer to water conditions better 14 

than the LTA forecast. 15 

 16 

b) Please provide the derivation of the $2.0 and $0.7 million reductions and any 17 

assumptions made in that derivation. 18 

 19 

c) Please provide further explanation as to how the DCF cap results in 20 

Rider E rebates that reduce actual ratepayer final bills. Please provide a 21 

numerical example. 22 

 23 

d) Please explain “major differences in ratepayer bill impacts with ST versus LTA 24 

forecast alternatives for the current GRA for 2017-18 are likely to be limited if the 25 

current DCF cap is retained”. 26 

 27 

ANSWER: 28 

 29 

(a) 30 

 31 

Confirmed. 32 

 33 

(b) 34 

 35 

Please see Table 1 below for the requested information.  36 
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Table 1: Change in Revenue Requirements for 2017 and 2018 Test Years 1 

 2 

 3 
 4 

(c)  5 

 6 

The comments at page 2-11 of the ERA Part 2 Application notes that the DCF cap can 7 

result in Rider E rebates to the ratepayer bills under favourable water conditions that 8 

reduce actual final bills applicable to ratepayers under the LTA forecast approach.  9 

 10 

For example, in its Order 2015-06, the Board directed that YEC refund DCF contributions 11 

in excess of the $8.0 million cap through a rate rider applicable to all firm sales throughout 12 

the Yukon (Rider E), which was at -0.68 cents/kWh, effective September 1, 2015. When 13 

the cap applies in this situation, the rebate in effect returns to ratepayers any added 14 

amounts paid into the DCF by YEC. Accordingly, in a year when the cap applied as of 15 

January 1st, subsequent payments that YEC makes into the fund (to address the gap 16 

between LTA and actual thermal generation in that year) thereby get rebated after year 17 

end to ratepayers, and in effect remove (with the delays inherent in the process) the added 18 

charge to ratepayers related to LTA versus actual thermal generation.  19 

2017 Revenue Requirement ($000)

Original 

Filing

ST 

Alternative
Change Note

1 Expected thermal generation (GW.h) (Table 2.2) 14.1            1.1                 (13.0)         Change from LTA to ST forecast
2 LNG 12.7            0.7                
3 Diesel 1.4              0.5                
4 Thermal Generation Cost $2,240 $218

5 Maintenance Thermal 446 446

6 Maintenance Thermal Cost $102 $102

7 Power Purchase Cost $39 $39

8=4+6+7 Total Fuel and Purchased Power Costs (Table 3.2) $2,381 $360 ‐$2,022 Change from LTA to ST forecast; 60% LNG and 40% diesel
9 $22,060 $22,060 $0

10 Depreciation and Amortization (Table 3.14) $10,814 $10,814 $0

11 Return on Rate Base (Table 3.1) $13,289 $13,283 ‐$6 Change in working capital.

13=8+9+10+11 Revenue Requirement $48,544 $46,516 ‐$2,028

2018 Revenue Requirement ($000)

Original 

Filing

ST 

Alternative
Change Note

1 Expected thermal generation (GW.h) (Table 2.2) 14.5 8.2 (6.3)           Change from LTA to ST forecast
2 LNG 13.0            4.9                
3 Diesel 1.4              3.3                
4 Thermal Generation Cost $2,293 $1,590

5 Maintenance Thermal 329 329

6 Maintenance Thermal Cost $75 $75

7 Power Purchase Cost $39 $39

8=4+6+7 Total Fuel and Purchased Power Costs (Table 3.2) 2,407$        1,705$           702‐$          Change from LTA to ST forecast; 60% LNG and 40% diesel
9 22,016$      22,016$         ‐$          

10 11,094$      11,094$         ‐$          

11 Return on Rate Base (Table 3.1) 14,348$      14,345$         2‐$              Change in working capital.

13=8+9+10+11 Revenue Requirement 49,864$      49,160$         705‐$         

Depreciation and Amortization (Table 3.14)

Non‐Fuel Operating and Maintenance (Table 3.1)

Non‐Fuel Operating and Maintenance (Table 3.1)
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Appendix 3.5 in the 2017/18 GRA provides the 2016 DCF Annual Report. During 2016 the 1 

following conditions existed: 2 

 3 

 The DCF cap was in force from the outset of the year. 4 

 5 

 Rider E rebates over the year at $0.68 cents per kW.h rebated $2.464 million to 6 

ratepayers. 7 

 8 

 Total YEC payments into the DCF for 2016 (reflecting the gap between LTA and 9 

actual thermal generation) were $0.990 million. 10 

 11 

 Accordingly, the impact of the DCF rebates in 2016 (in rebating amounts to 12 

ratepayers as required due to the $8 million DCF cap) was much higher than the 13 

added cost required for LTA versus actual thermal generation in that year. 14 

 15 

 The end result was that ratepayer bills in 2016 were actually well below the LTA-16 

based rate charges as approved in the 2012/13 GRA, and also lower than rates 17 

that would have been needed to recover actual thermal generation costs in 2016.  18 

 19 

Appendix 4.2 in the 2017/18 GRA provides residential and general service bill impact 20 

tables (Tables 4.2A-3 and 4.2A-4) that show the impact of the $0.68 cent/kW.h Rider E on 21 

bills in 2016, and in 2017 and 2018 under the GRA forecast rates.  22 

 23 

 For an average consumption of 1,000 kW.h/month Rider E reduces residential bills 24 

by about $6.8/month before tax or $7.14/month after tax. 25 

 26 

 For an average consumption of 2,000 kW.h/month Rider E reduces general service 27 

bills by about $13.6/month before tax or $14.3/month after tax. 28 

 29 

(d) 30 

 31 

The response above to (c) reviews how the DCF cap can reduce actual ratepayer bill 32 

impacts with the LTA hydro generation GRA forecasts, and provides an example for actual 33 

outcomes in 2016 when ratepayers bills were reduced well below LTA thermal generation 34 

costs as a result of Rider E rebates of $2.464 million related to the current DCF cap.35 
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The ST Alternative GRA Forecast as compared with the LTA GRA Forecast as filed shows 1 

reductions in test year revenue requirements of $2.0 million in 2017 and $0.7 million in 2 

2018, reflecting forecast hydro conditions in these years that exceed LTA forecasts. This 3 

assessment, however, does not consider the impact of Rider E rebates related to the DCF 4 

cap. As demonstrated by actual 2016 conditions, Rider E rebates can reduce and, under 5 

some conditions, more than offset the difference in ratepayer impacts between LTA and 6 

ST GRA forecasts. 7 

 8 

If it is assumed that actual hydro conditions in each test year occurred as per the ST 9 

forecast, then the ultimate difference between the ST and LTA GRAs as at the end of each 10 

year would be reflected in DCF (or equivalent contingency fund) requirements, i.e., under 11 

the LTA GRA forecast YEC would be required to pay into the DCF an amount equal to the 12 

gap between LTA and ST thermal generation costs, while under the ST GRA forecast YEC 13 

would not need to make any such payment into the DCF. The following observations are 14 

provided based on this hypothetical example: 15 

 16 

 Overall, the ST GRA forecast will tend to result in materially reduced payments 17 

into the DCF under favourable water conditions. 18 

 19 

 Under the above example, the LTA GRA forecast would require a YEC payment 20 

into the DCF at the end of 2017 that would in effect equal the revenue requirement 21 

reduction under the ST versus LTA GRA forecasts.  22 

 23 

 However, if the DCF cap is exceeded at the end of 2017 under the LTA GRA 24 

forecast by the amount of this new YEC payment, then Rider E would be assumed 25 

to rebate to ratepayers the full amount of this new YEC payment over the following 26 

year (2018) - and the major differences in ultimate ratepayer bill impacts with ST 27 

versus LTA forecast alternatives for the current GRA over 2017 and 2018 28 

combined would likely be reduced. 29 
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TOPIC: ST Versus LTA Hydro Generation Forecasts 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-12, PDF page 40 3 

 4 

QUOTE: Adoption of the ST alternative today would expose ratepayers to 5 

considerable rate instability risks. 6 

 7 

PREAMBLE:  8 

 9 

QUESTION: 10 

 11 

a) When would the asserted rate instability arise? Please explain. 12 

 13 

b) The second bullet under consistency with past Board decisions indicates that 14 

current rates are well above what they would be if ST hydro forecasts were being 15 

utilized. If the Board directed YEC to adopt ST hydro forecasts for the test period, 16 

everything else being equal, would rates be reduced? Please confirm that once 17 

the rates were set there would be no instability during the test period. If not 18 

confirmed, please explain. 19 

 20 

ANSWER: 21 

 22 

(a) 23 

 24 

The referenced general statement addressed the added rate instability risks for Yukon’s 25 

Integrated System (and thus all Yukon ratepayers) that is inherent in adopting ST GRA 26 

forecasts for hydro generation versus LTA GRA forecasts for hydro generation.  27 

 28 

Beyond initial rate instability created by changing GRA rate determinations from LTA to 29 

ST forecasts, the timing for this rate instability will depend on the timing for loads and 30 

water variances. For example, a drought event in any year would necessitate a sharp 31 

increase in rates in that year. 32 

 33 

Please see response to YUB-YEC-2-2(c) and YUB-YEC-2-3(c) for review of past Board 34 

consideration of ST hydro forecasts versus LTA hydro forecasts, and the reasons that lead 35 

to suggesting and then adopting LTA hydro forecasts.  36 
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(b) 1 

 2 

The ST Alternative GRA Forecast indicates that adopting ST hydro forecasts for the 2017-3 

18 test period, everything else being equal, would reduce required rates to be set for the 4 

test period pursuant to this GRA. The result would introduce the type of rate instability for 5 

future years that the Board expressed concern about in Order 1992-1 (when better-than-6 

LTA water conditions facilitated a short-term rate reduction prior to adoption of LTA for 7 

GRA purposes - see response to YUB-YEC-2-2(c) for more detailed review).  8 

 9 

In short, the rate instability issue associated with the ST forecast alternative  is not focused 10 

on the 2017-18 test years. The rate instability issue relates to long-term rates relevant to 11 

the long-term hydro generation assets, and the appropriate price signals and charges 12 

relevant for overall system energy supplied with these assets (where variability in annual 13 

water availability causes variability in annual hydro generation, which results in thermal 14 

generation annual cost variances). The LTA approach for rate setting also reflects the 15 

business case approach adopted for evaluation of new renewable hydro energy 16 

generation options.   17 

 18 

As noted in response to YUB-YEC-2-11(c and d), overall bill impacts (versus impacts only 19 

from rates approved in the GRA) on customers during and after the test period will be 20 

impacted by Rider E rebates and ongoing DCF implementation. Rider E changes could 21 

offset or magnify changes related to the shift from LTA to ST hydro forecasts.  22 

 23 

Given that final test year rate approvals in this instance will only occur at best soon before 24 

the end of 2018, the only rate instability during the test period will now be that related to 25 

setting interim versus final rates related to this GRA. 26 

 27 

Looking beyond the current GRA, and assuming that thermal generation fuel costs 28 

changes related to water variance continue to be borne by ratepayers, rate changes will 29 

likely be required by YEC as soon as low water conditions appear to be emerging. In future 30 

GRAs, changes of this type could occur during the test period, either before or after rates 31 

are set.  32 

 33 

The GRA provides evidence on the potential fuel cost instability (and therefore rate 34 

instability) under a ST alternative that varies rates with annual variance in thermal 35 

generation variances related to water conditions. Appendix 3.4, Attachment 3.4.4 reviews 36 

thermal generation fuel cost impacts associated with water variability at different grid 37 
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loads, using the GRA forecast fuel prices and thermal unit efficiencies. Assuming the 1 

90/10 LNG/diesel mix proposed in the GRA, the following cost range impacts can be noted 2 

over the range of the 35 water years of record used for the GRA: 3 

 4 

 At 420 GW.h approximate GRA load forecast for 2018 (Table 3.4-6A): 5 

o Annual required thermal generation ranges from 0.24 GW.h (multiple water 6 

years) to 107.5 GW.h (1999 water year); in 10 of the 35 water years thermal 7 

generation exceeds the LTA of 13.8 GW.h/year.   8 

o Annual thermal fuel cost (2017$) variance due to water ranges as follows 9 

under ST alternative: 10 

 $2.20 million at LTA thermal generation 11 

 $0.04 million at lowest thermal generation (highest water years) 12 

 $17.02 million at highest thermal generation (lowest water year) 13 

 In summary, there is a gap of $16.98 million/year in fuel costs 14 

between the highest and lowest water years; based on 2018 GRA 15 

forecast consolidated revenues at existing rates of $72.5 million 16 

(Table 4.2 in the GRA), the rate impact variance over this range of 17 

fuel costs approximates an average rate impact of 23% for all firm 18 

electricity sales in Yukon. 19 

  20 

 At 490 GW.h approximate 2018 load with VGC Group load added:1 21 

o Annual required thermal generation ranges from 5.77 GW.h (1992 water 22 

year) to 125.51 GW.h (1999 water year); in 16 of the 35 water years thermal 23 

generation exceeds the LTA of 51.1 GW.h/year.   24 

o Annual thermal fuel cost (2017$) variance due to water ranges as follows 25 

under ST alternative: 26 

 $8.08 million at LTA thermal generation 27 

 $0.91million at lowest thermal generation (highest water years) 28 

 $19.87 million at highest thermal generation (lowest water year) 29 

 30 

Issues and impacts related to contingency funds, LNG allocations for ST versus LTA 31 

forecasts, and other related issues that arise with ST versus LTA hydro forecasts remain 32 

to be addressed in the event that the Board directed YEC to adopt ST hydro forecasts for 33 

the test period. Resolution of these issues may change the estimated impacts provided in 34 

the ST Alternative GRA Forecast.  35 

                                                 
1 See John Maissan-YEC-1-21-Revised, Table 3.4-8A. 
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TOPIC: ST versus LTA Hydro Generation Forecasts 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-12, PDF page 40 3 

 4 

QUOTE: The LTA forecast alternative, in combination with the DCF, adjusts to 5 

changes in water conditions without the need for new GRAs to adjust 6 

rates in response to changes in water conditions; in contrast, the ST 7 

forecast alternative presumes that a new GRA is likely to be needed as 8 

soon as water condition deterioration is forecast even relative to current 9 

favourable water conditions. 10 

 11 

PREAMBLE:  12 

 13 

QUESTION: 14 

 15 

a) Would a GRA proceeding due to unfavorable water conditions be seen as a 16 

positive if it sends correct pricing signals to ratepayers to modify their 17 

consumption? Please explain. 18 

 19 

ANSWER: 20 

 21 

(a) 22 

 23 

No. Short-term pricing to reflect changing water conditions would not provide appropriate 24 

price signals relevant to YIS energy supplied with long-term hydro generation assets 25 

(where variability in annual water availability causes variability in annual hydro generation, 26 

which results in thermal generation annual cost variances). The ST approach for rate 27 

setting would also not reflect the business case approach adopted for evaluation of new 28 

renewable hydro energy generation options, i.e., project evaluation could otherwise 29 

become very sensitive to ST hydro generation water condition forecasts.   30 

 31 

For the reasons described below, it would not be fair or appropriate to replace the DCF 32 

and the LTA forecast alternative with rate instability, through the use of GRA or other 33 

proceedings, to send price signals to ratepayers in order to modify consumption in 34 

response to high versus low water conditions. See response to YUB-YEC-2-12(b) for 35 

review of potential annual thermal fuel generation cost variance due to water variance at 36 

different loads.  37 
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Further, the question ignores the current reality that existing DCF cap levels necessitate, 1 

even with the current DCF, material added Rider E charges during extreme low water 2 

conditions and also result in material Rider E rebates under current favourable water 3 

conditions.1 Under extended drought conditions and the current DCF cap, higher rates will 4 

in any event be needed for several years – without introducing ongoing rate variances that 5 

seek to track ST water variances.  6 

 7 

The following are noted regarding why the approach of shifting rates to reflect varying 8 

water conditions would not fit with the long standing, accepted regulatory context in Yukon 9 

since the late 1980’s (see also response to YUB-YEC-2-2(c) and YUB-YEC-2-3(c) for a 10 

review of GRA filings and Board Orders during this periods on the matter of rate 11 

stabilization through adoption of contingency funds and LTA forecasts). 12 

 13 

 Rate design criteria are inherently competing, most notably “economic and price 14 

signals” (i.e., economic efficiency) versus “rate stability and predictability”. 15 

 16 

 From the outset of YEC’s rates being regulated by the Board, it has been accepted 17 

as a basic principle that diesel cost variances from forecast due to water availability 18 

variances are a ratepayer risk and not a utility risk. Similar to other hydro-based 19 

systems, the system in place in Yukon to deal with water flow variation since the 20 

1990’s has been intended to maximize rate stability and predictability and mute the 21 

harsh short-term economic efficiency criteria (to the extent it might be relevant) as 22 

it arises with respect to diesel cost changes related only to water availability 23 

variances from approved forecasts used to set rates.  24 

 25 

 The DCF [and earlier LWRF] were established specifically to smooth out short term 26 

price variability related to water availability and to provide firm rate customers with 27 

stable and appropriate longer term price signals.  28 

 29 

 If economic efficiency criteria principles had been favoured principles in relation to 30 

addressing water flow variation, a DCF (or similar mechanism) would not have 31 

been adopted to stabilize rates and rates would have varied based on short term 32 

                                                 
1 See 2017-18 GRA, Table 3.4-5 and 3.4-6A, Appendix 3.4 (Attachment 3.4.4). Current Rider E rebates with 
the +/-$8 million DCF cap are $0.68 cents/kW.h. Under drought conditions with the current DCF cap and 2018 
GRA forecasts, an added Rider E charge (above LTA rates) averaging $4.18 million per year would be needed 
for 7 consecutive years. Increasing the DCF debt cap to $16 million would reduce the added Rider E charge 
during drought to an average of $2.2 million per year over 6 consecutive years. 
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water conditions at the time of each GRA. For example, when water conditions 1 

were above average, rates would have been relatively low, and in the case of low 2 

water, or drought conditions, there would have been harsh (and likely impractical) 3 

rate increases or special riders required to recover higher diesel costs. In short, 4 

the very concept of including long-term average water and a DCF in the rate 5 

system (as approved in Board Order 2013-01 as well as in the 1996/97 GRA in 6 

response to the joint submission of YEC and YECL) is intended to increase the 7 

rate stability of the system and decrease the harshness of the short-term economic 8 

efficiency outcome. 9 

 10 

If an alternative approach was to be considered, providing price signals related to water 11 

availability would create many new concerns. 12 

 13 

For example, it is not realistic to assume that the "cost of a severe drought" could ever be 14 

borne by only those ratepayers using power at the time of the drought. The worst year 15 

drought condition is currently expected (with 2018 test period forecast load and fuel prices) 16 

to require more than 100 GW.h of thermal generation with single year added fuel costs (at 17 

GRA forecast fuel prices and fuel mix, and 420 GW.h annual grid load) approximating 18 

$14.8 million over and above the LTA fuel cost of $2.2 million/yr - and with prospects for 19 

extended severe low water conditions (i.e., thermal generation equal or exceeding 24 20 

GW.h/yr when LTA thermal requirement is only 13.9 GW.h/yr) to occur over eight of nine 21 

consecutive years2. Such conditions would create several practical issues for any attempt 22 

to set prices based on actual annual diesel fuel costs, including: 23 

 24 

 The difficulty of preparing, reviewing and approving in a timely way (i.e., to be 25 

operative in each year of the drought) the necessary GRA submissions needed to 26 

approve the needed rate changes.  27 

 28 

 Aside from time needed for regulatory processes, assessment of actual water 29 

conditions affecting any given year can be subject to its own issues, i.e., forecasts 30 

for a subsequent year are subject to material change up to the end of the previous 31 

summer, and actual water conditions during any given year can also obviously 32 

change water conditions for that year.  33 

                                                 
2 See 2017-18 GRA, Table 3.4-6A, Appendix 3.4 (Attachment 3.4.4). 
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 In addition to the above issues, imposing such added drought costs in rates for the 1 

affected year (or even spread over "a few" years) would result in "rate shock" for 2 

all Yukon ratepayers. In practice, one way or the other, drought-related cost 3 

impacts would need to be charged to ratepayers over many years, i.e., including 4 

many years beyond when the actual drought water conditions occurred. 5 

 6 

Looking beyond issues related to trying to charge drought costs only during drought 7 

conditions, providing price signals related to water availability would also create issues for 8 

a range of consumer and utility investments and tend to frustrate rather than enhance 9 

effective long-term planning by ratepayers and the utility. Basic examples of such issues 10 

would include: 11 

 12 

 In high water years (i.e., over half of the 35 water years at 420 GW.h/yr load), 13 

ratepayers would be given lower prices for power, suggesting that (to the extent 14 

feasible) ratepayers should increase power use through investment in electric 15 

heating, minimizing of DSM, developing new business activities, etc.; high water 16 

years would mask the inevitable increases needed under low water conditions, as 17 

well as any rate impacts related to major increases in fuel prices, increased need 18 

for thermal generation at LTA conditions associated with higher loads, and the 19 

benefit of investing in new renewable resources to displace fossil fuels. 20 

 21 

 In low water years (i.e., about 20% of the 35 water years at 420 GW.h/yr load), 22 

ratepayers would be given much higher prices for power, suggesting that (to the 23 

extent feasible) ratepayers should reduce power use through switching to other 24 

heat sources, maximizing DSM, cutting back on new business activities, etc.; low 25 

water years would send price signals of long-term power costs well above the likely 26 

long term requirement, inhibiting business and consumer confidence in Yukon's 27 

ability to provide affordable and competitive power costs, and encouraging longer-28 

term renewable resource investment based on ST fossil fuel cost savings. 29 

 30 

 Overall, it is easy to see a wide range of ratepayer issues related to ST pricing 31 

based on water variance impacts on thermal generation, and difficult to forecast 32 

long term benefits in securing more efficient overall use of electricity.   33 

 34 

In summary, the DCF allows the Board to set rates that display rather than mask the 35 

expected long-term cost of thermal generation based on current thermal fuel prices, grid 36 

renewable generation capability, and forecast grid loads. The ability to provide such price 37 
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signals is particularly timely and important today when LTA thermal generation 1 

requirements are notably growing (due to thermal generation once again being relevant 2 

for supply of GRA forecast loads, and with growth in grid loads with the upcoming Victoria 3 

Gold mine connection) at a time when high water conditions would otherwise mask the 4 

underlying change that is taking place. 5 
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TOPIC: Risks 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-13, PDF page 41 3 

 4 

QUOTE: Specific risks are related to this ST forecast for reasons not related 5 

to water conditions, e.g., experience from 2012-2016 has shown 6 

actual annual thermal generation averaging 2.45 GW.h/year, or 7 

well above the ST forecast of approximately 1.1 GW.h in 2017 of 8 

the current GRA 9 

 10 

PREAMBLE:  11 

 12 

QUESTION: 13 

 14 

a) Please describe the various specific risks referred to in the quote. 15 

 16 

b) If the DCF is a contingency fund based on variations in water levels, how does 17 

LTA address the specific risks identified in part (a)? 18 

 19 

c) Is the DCF used for more than variations in water levels? If so, please explain 20 

all events that LTA and the DCF address. 21 

 22 

ANSWER: 23 

 24 

(a) 25 

 26 

The referenced quotation indicates that recent experience documents risks that actual 27 

thermal generation requirements will be well above ST forecast amounts for reasons not 28 

apparently related to the ST model assessment of water conditions. The specific reasons 29 

for this variance have not been examined. 30 

 31 

The specific example of experience from 2012-2016, as reviewed in more detail at page 32 

A2.2-2, has shown actual annual thermal generation averaging 2.45 GW.h/year (net of 33 

capital and RFID thermal), or 22% of LTA thermal generation over these five years and 34 

well above the ST forecast of approximately 1.1 GW.h in 2017 in the current GRA. The 35 

thermal generation during 2012 to 2016 ranged from 0.6 GW.h in 2014 (LTA thermal was 36 
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5.3 GW.h) to 5.1 GW.h in 2016 (LTA thermal was 10.5 GW.h).1 The experience over this 1 

period, when there was higher than LTA water and hydro generation, highlights thermal 2 

generation levels average above what ST forecasts would suggest.  3 

 4 

As reviewed in response to CW-YEC-2-1 (Table 2), actual 2017 thermal generation 5 

(excluding capital, RFID and maintenance) was 13.261 GW.h, well above the ST forecast 6 

in the GRA of 1.1 GW.h for all of 2017, with diesel at 3.623 GW.h and LNG at 9.638 GW.h.2 7 

The added thermal generation in 2017 was focused in the five winter months (November 8 

January-March, November-December), suggesting ST model limitations in assessing 9 

potential thermal requirements during peak winter months when there is higher than 10 

average available water. 11 

 12 

In short, based on this recent experience, thermal generation required for system 13 

operation has often been well in excess of the current ST forecasts under conditions when 14 

there is higher than average available water. Based on this, adoption of the ST hydro 15 

forecast for GRA purposes would have to deal with this issue. 16 

 17 

(b) and (c) 18 

 19 

The specific risks identified in part (a) related to use of current ST forecasts, particularly 20 

for 2017. Based on the ST forecasts related to expected water availability, actual thermal 21 

generation in the first half of 2017 was well above what was expected. YEC has not to 22 

date identified why this was the case, or how the ST forecast and the LTA forecasts may 23 

be reasonably compared in this context. In short, it is unclear what, if any, issues this 24 

experience indicates with regard to risks relevant to the LTA hydro forecast. 25 

 26 

As outlined in the DCF Term Sheet, the purpose and function of the DCF is to smooth 27 

customer rate changes from thermal generation cost impacts caused by fluctuation of 28 

hydro generation due to water conditions or changes in wind conditions [i.e., it addresses 29 

variability related to both water and wind]. The fund is intended to be used only to address 30 

thermal generation fuel cost changes due to variations from LTA water and wind 31 

availability.   32 

                                                 
1 See GRA, Appendix 3.5, DCF 2016 Annual Report, Table 2.  
2 As reviewed at page A2.2-2 in the ERA Application Part 2, actual thermal generation in the first six months 
of 2017 was well above the ST forecast in the GRA for all of 2017. 
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The proposed DCF mechanism isolates thermal generation cost variances from LTA due 1 

to water and wind availability.  2 

 3 

The DCF excludes any specific non-water-related thermal generation operation risks that 4 

are confirmed to be material and able to be isolated, e.g., risks related to RFID events, 5 

capital projects, thermal unit fuel efficiencies, and (as proposed for the first time in the 6 

current Application) thermal generation maintenance and run-up requirements. Payments 7 

that go into or out of the DCF after year-end reflect the difference between LTA thermal 8 

generation and actual thermal generation after removal of the specific non-water-related 9 

thermal generation amounts that have been identified and isolated to date. YEC bears the 10 

risk and costs for the actual thermal generation amounts that are removed from the DCF 11 

year-end determinations (other than RFID related costs). 12 

 13 

YEC is not aware of any consistent and reasonable way to isolate operation risks related 14 

to use of water for hydro generation to the extent that these may impact thermal generation 15 

costs. Such isolation has not been attempted in either the LWRF or the DCF. Further, as 16 

noted in the response to YUB-YEC-1-6(b) (ERA Part 1 Application), YEC has well 17 

established systems to monitor its use of available water, and is not aware of any material 18 

impacts on the effectiveness of LWRF or DCF determinations related to the water 19 

management element of its systems operation.  20 

 21 

Overall, Yukon Energy believes that the proposed DCF continues to fulfill its purpose, 22 

subject to the limitations related to the DCF cap as discussed in Section 1.4 of Appendix 23 

3.4 of the GRA Application. 24 

 25 

Please also see response to AEY-YEC-2-1. 26 
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TOPIC: Short-term Alternative GRA Forecast 1 

 2 

REFERENCE:  YEC ERA Application, page 2-13, PDF page 41 3 

 4 

QUOTE: On pdf page 41 of the application, YEC 5 

states: 6 

 7 

Considerable separate risk is related to water conditions, i.e., there 8 

is the potential material risk that water conditions will deteriorate, 9 

and very little possibility that water conditions could be better than 10 

assumed in the ST forecast for the 2017-18 GRA. 11 

 12 

PREAMBLE:  13 

 14 

QUESTION: 15 

 16 

a) Please explain how YEC concluded that there is “very little possibility that 17 

water conditions could be better than assumed in the ST forecast…” 18 

 19 

b) Notwithstanding the answer to (a) above, in the context of a two-year period, 20 

is it possible that the second year could have better water conditions than 21 

the first year? 22 

 23 

ANSWER: 24 

 25 

(a) and (b) 26 

 27 

The referenced statement related primarily to the 2017 test year where reservoir levels 28 

at the outset where reasonably full. At the forecast 2017 grid loads there is little 29 

likelihood that actual hydro generation related to water conditions would be higher than 30 

the ST forecast.  31 

 32 

In the context of a two-year period, however, the ST forecast for the second year (2018) 33 

relies on forecast reservoir levels after the first year. For this reason, the ST forecasts for 34 

the second year hydro generation related to water conditions are lower than for the first 35 

year. Accordingly, it is very possible that actual hydro generation related to water 36 

conditions in 2018 could be better than assumed in the ST forecast for 2018.  37 
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The following are specifically noted regarding the limitations of a ST hydro forecast and 1 

the forecast included in Appendix 2.2 of the Two Part ERA Application:  2 

 3 

 Experience with the Yukon grid, as well as many other hydro grids, shows that 4 

recent history (e.g., the latest 5-year average for reservoir levels) provides no 5 

reliable guidance as to what to expect beyond about 18 months from a current 6 

situation, i.e., a switch from abundant water conditions to low water conditions in 7 

particular is not revealed by such an approach. 8 

 9 

 ST forecasts that would be used to forecast GRA thermal requirements simply 10 

extend current known reservoir levels using LTA water inflows and forecast grid 11 

firm loads without any resets during the forecast period based on any recent 12 

5-year averages for reservoir levels. 13 

 14 

 As reviewed in footnote 13 of the filing, the 5-year average in this instance 15 

reflected a period with water flow conditions higher than LTA. Accordingly, a ST 16 

forecast using the 5-year average reset in this instance increases hydro 17 

generation in year 2 compared to the approach adopted of extending the ST 18 

forecast without any such reset. The result is considered to reduce forecast risks 19 

related to the second year. 20 

 21 

Please also see response to YUB-YEC-2-18(c).   22 
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TOPIC: Risks 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), page 2-13, PDF page 41 3 

 4 

QUOTE: A ST alternative thermal cost or contingency fund account mechanism 5 

would need to specify how changes in actual thermal generation from 6 

GRA forecasts can be separated into water-related changes versus 7 

changes due to load adjustments, forecast errors or other factors. 8 

 9 

PREAMBLE:  10 

 11 

QUESTION: 12 

 13 

a) Under the current LTA approach, how are changes due to load adjustments, 14 

forecast errors and other factors accounted for? Please explain. 15 

 16 

b) Should any of these factors (load adjustments, forecast errors and other 17 

factors) be part of the overall forecast risk of YEC? Please explain. 18 

 19 

ANSWER: 20 

 21 

(a) 22 

 23 

DCF determinations as proposed in the GRA take into account actual diesel or LNG use 24 

in the year net of capital, RFID generation and maintenance run-ups of thermal units, as 25 

well as the effects of load adjustments (in terms of total grid generation load and/or 26 

material changes to the seasonal load shape due to connection or removal of a major 27 

industrial load). Yukon Energy bears the risk between GRA years for changes in thermal 28 

generation from forecast for these amounts that are netted out of the DCF determinations.  29 

 30 

More specifically, the approach to determining the DCF year-end adjustments specifically 31 

separates thermal generation related to load variation from forecast (where utilities 32 

continue to bear the risk) from thermal generation related to water variability (where 33 

ratepayers continue to bear the risk). The LTA approach results in thermal generation fuel 34 

costs being set based on the actual grid load and related LTA thermal requirement per the 35 

approved DCF Term Sheet Table, which minimizes opportunities for potential forecast 36 

error issues. YEC ultimately has the risk of added costs if the final year end fuel mix has 37 
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more than the 10% diesel assumed in the GRA forecast, or the actual grid load varies 1 

from the forecast. Please see response to YUB-YEC-2-1(d). 2 

 3 

Yukon Energy continues to review actual diesel or LNG uses in order to better understand 4 

and separate out any uses that are not strictly related to water availability. Please see 5 

response to YUB-YEC-2-14(b and c) and AEY-YEC-2-1. 6 

 7 

(b) 8 

 9 

Costs due to variances from forecast thermal generation fuel volumes should be assigned 10 

between GRA years generally to the utility when due to total generation load forecast 11 

variance1 or thermal generation unit maintenance requirements,2 and to ratepayers when 12 

due to water or wind forecast variance or other specific factors for which the regulator has 13 

established deferral or contingency fund cost accounts, e.g., DCF or RFID related thermal 14 

generation fuel costs.  15 

 16 

YEC is not aware of any consistent and reasonable way to isolate additional items, such 17 

as operation risks related to use of water for hydro generation to the extent that these may 18 

impact thermal generation costs. Such isolation has not been attempted in either the 19 

LWRF or the DCF. Further, as noted in the response to YUB-YEC-1-6(b) (ERA Part 1 20 

Application), YEC has well established systems to monitor its use of available water, and 21 

is not aware of any material impacts on the effectiveness of LWRF or DCF determinations 22 

related to the water management element of its systems’ operation. 23 

 24 

See response to YUB-YEC-2-1(d), YUB-YEC-2-2(c) and YUB-YEC-2-3(c). 25 

                                                 
1 Yukon experience during the period of Faro mine operation highlighted YEC’s capability to apply to the Board 
for rate adjustments immediately upon the shut down of a major customer load – and the ability of the Board 
to declare rates to be interim and refundable as soon the same major load is reconnected. See response to 
YUB-YEC-2-3(c). 
2 This factor is recognized in YEC’s 2017/18 GRA. Prior GRA’s did not separate out this factor. 
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TOPIC: Forecast Thermal Generation 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), Appendix 2.2, page A2.2-3 

1, PDF page 55 4 

 5 

QUOTE: This table provides (under “Existing Forecast”) a thermal 6 

generation forecast, based on ST forecast hydro, of 1,130.0 MW.h 7 

for 2017 and 1,084.4 MW.h for 2018, excluding requirements for 8 

maintenance and capital projects (each of which is not affected by 9 

selection of ST versus LTA forecasts for hydro generation). 10 

 11 

PREAMBLE:  12 

 13 

QUESTION: 14 

 15 

a) From the June 2017 Application under the Existing Forecast 2017 and 2018 16 

columns, for the row total thermal, the amounts are 2,172 and 2010 MW.h. 17 

Please explain how the capital and maintenance amounts for each of 2017 and 18 

2018 were determined. 19 

 20 

ANSWER: 21 

 22 

(a) 23 

 24 

Capital thermal amounts for 2017 and 2018 were forecast by determining which capital 25 

projects would require the use of thermal, how many weeks of thermal would be required, 26 

and the location of the thermal generation (Dawson, Mayo and Faro).   27 

 28 

Maintenance thermal amounts for 2017 and 2018 were forecast by determining which 29 

months would not require the use of thermal engines (for each of diesel and LNG), and 30 

adding up the average amount required for run-ups and testing during those months.   31 
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TOPIC: ST Hydro 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), Appendix 2.2, page 3 

A2.2-1 to A2.2-2, PDF pages 55-56 4 

 5 

QUOTE: The final month of 2018 was forecast based on the ST forecast 6 

reservoir levels as at the end of November 2018. 7 

 8 

The ST Alternative GRA Forecast for 2018 differs from the ST forecast 9 

in Table 2.2 of the GRA, which assumed reservoir levels (all three 10 

reservoirs) reset as at September 30, 2017 based on latest 5-year 11 

average (2012-2016); for GRA revenue requirement forecast 12 

purposes it is more reasonable (as was done for the 2012-13 GRA 13 

ST forecast filings) to avoid such a reset that relies on recent history. 14 

(Footnote omitted) 15 

 16 

PREAMBLE:  17 

 18 

QUESTION: 19 

 20 

a) Please explain why 25 months of the LTA were not used to take the forecast to 21 

December 31, 2018. 22 

 23 

b) How was the ST forecast reservoir levels determined as at the end of November 24 

2018? Please explain. 25 

 26 

c) Please explain why it is more reasonable to avoid a reset of reservoir levels based 27 

on the latest 5-year average versus a reset that relies on recent history for a short-28 

term forecast. 29 

 30 

ANSWER: 31 

 32 

(a) 33 

 34 

The current ST hydro model was developed for operational guidance and only extends 24 35 

months. As noted in footnote 13 of the filing, ST forecasts apply for approximately 18 36 
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months in terms of reflecting current water conditions and there has been no basis to 1 

extend the ST model beyond 24 months. 2 

 3 

(b) 4 

 5 

The forecast reservoir levels as at the end of November 2018 were determined based on 6 

the ST forecast for the prior 24 months, i.e., starting with actual water levels at November 7 

29, 2016 for all three reservoirs (Aishihik, Mayo and Marsh), and thereafter assuming 8 

forecast grid loads and LTA inflows for each month for the following 24 months (with 9 

current constraints affecting Mayo Lake outlet and flows restrictions downstream of Mayo 10 

B).  11 

 12 

(c) 13 

 14 

Experience with the Yukon grid, as well as many other hydro grids, shows that recent 15 

history (e.g., the latest 5-year average for reservoir levels) provides no reliable guidance 16 

as to what to expect beyond about 18 months from a current situation, i.e., a switch from 17 

abundant water conditions to low water conditions in particular is not revealed by such an 18 

approach. 19 

 20 

As a result, ST forecasts that would be used to forecast GRA thermal requirements simply 21 

extend current known reservoir levels using LTA water inflows and forecast grid firm loads 22 

without any resets during the forecast period based on any recent 5-year averages for 23 

reservoir levels. 24 

 25 

As reviewed in footnote 13 of the filing, the 5-year average in this instance reflected a 26 

period with water flow conditions higher than LTA. Accordingly, a ST forecast using the 5-27 

year average reset in this instance increases hydro generation in year 2 compared to the 28 

approach adopted of extending the ST forecast without any such reset. The result is 29 

considered to reduce forecast risks related to the second year. 30 
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TOPIC: Forecast for Diesel and LNG Thermal 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), Appendix 2.2, page A2.2-3 

2, PDF page 56 4 

 5 

QUOTE: The ST Alternative GRA Forecast as developed above does not 6 

address the allocation between diesel and LNG generation. This 7 

requirement raises new issues. 8 

 9 

PREAMBLE:  10 

 11 

QUESTION: 12 

 13 

a) Please explain why YEC failed to develop an allocation between diesel and LNG 14 

for the ST Alternative GRA Forecast. 15 

 16 

b) Please explain whether the impact if the LNG:diesel fuel mix is correct for the 17 

LTA forecast. If there is none or if there is negligible impact, please explain how 18 

this effect is mitigated using LTA. 19 

 20 

ANSWER: 21 

 22 

(a) 23 

 24 

YEC did provide, subsequent to the referenced quote, an allocation between diesel and 25 

LNG for the ST Alternative GRA Forecast. 26 

 27 

As reviewed at page A2.2-2 of the filing (in the paragraph following the quote in the 28 

preamble), YEC assumed a 40/60 diesel/LNG allocation of forecast ST generation for 29 

each test year for the ST Alternative GRA Forecast. The reasons for this assumed 30 

allocation are reviewed in the subsequent text of the filing.  31 

 32 

Overall, the ST allocation in the filing reflected the ST hydro generation forecast and loads 33 

for these two test years and the tendency for diesel generation to dominate smaller and 34 

shorter duration thermal generation requirements under these forecast test year 35 

conditions. Please see YUB-YEC-2-6 (c) at page 5 and YUB-YEC-1-38 for review of 36 

information from Appendix 3.4 of the GRA on the tendency for diesel generation to 37 
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dominate smaller and shorter duration thermal generation requirements under these 1 

forecast test year conditions. 2 

 3 

The ST diesel/LNG allocation will vary depending on the forecast test year water 4 

conditions, loads and assumed thermal generation capabilities. YEC has therefore 5 

emphasized the risks and uncertainties related to the ST diesel/ LNG allocation provided 6 

in the filing. 7 

 8 

 (b) 9 

 10 

The LTA forecast adopted in the GRA Application assumed a 90/10 LNG/diesel allocation 11 

of forecast LTA thermal generation, for the reasons set out in Appendix 3.4 (pages 3.4-5 12 

to 3.4-7) and reviewed in response to YUB-YEC-2-6(c). As reviewed in YUB-YEC-2-22, 13 

the ST Alternative GRA Forecast 60/40 LNG/diesel allocation mix is not correct or 14 

appropriate for the LTA forecast in the GRA. 15 

 16 

In summary, the LTA allocation is proposed in the GRA to ensure that revenue 17 

requirement costs used to set rates provide some recognition of current limits on actual 18 

LNG ability to displace all diesel generation (particularly under low loads and high-water 19 

conditions). The proposed DCF year-end allocation procedure proposed starting January 20 

1, 2017 adjusts YEC’s year-end DCF payment into (or receipt from) the DCF as required 21 

so that YEC’s final fiscal year expense for total LTA thermal generation is 90% LNG and 22 

10% diesel (subject to the constraint noted – see page 3.4-8 of GRA Application and 23 

responses to YUB-YEC-1-43 and YUB-YEC-2-6 (a and b)). 24 

 25 

As reviewed at page 3.4-23 of the GRA Application, at GRA forecast load for 2018 (about 26 

420 GW.h) approximately 75% of the forecast LTA thermal generation occurs in 20% of 27 

the water years with the worst drought conditions. This means that the LTA LNG/diesel 28 

allocation is driven by the LTA thermal generation (where extended LNG operation is 29 

assumed) and not by ST forecast thermal generation for these test years (where better 30 

than LTA water conditions are likely to limit LNG share of thermal generation).  31 

 32 

Overall, use of LTA hydro forecast approach is expected to provide a reasonably stable 33 

basis for GRA forecast of the LNG/diesel allocation. As such, the LTA approach mitigates 34 

the need to develop varying annual ST forecast LNG/diesel allocations to reflect varying 35 

ST forecast water conditions and loads.  36 
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TOPIC: Forecast for Diesel and LNG Thermal 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), Appendix 2.2, page A2.2-3 

3, PDF page 57 4 

 5 

QUOTE: No useful ST forecast is provided in the GRA of the diesel-LNG 6 

allocation for the ST forecast thermal generation. The only prior year 7 

with full year LNG generation capability showed 5,087 MW.h thermal 8 

(excluding capital and RFID, but not excluding maintenance), with 2,293 9 

MW.h diesel (45%) and 2,794 MW.h LNG (55%)16; the first 10 months 10 

of 2017 showed 8,317 MW.h thermal (excluding capital, RFID and 11 

maintenance), with 3,126 MW.h diesel (38%) and 5,190 MW.h LNG 12 

(62%). 13 

 14 

PREAMBLE:  15 

 16 

QUESTION: 17 

 18 

a) For all aspects of YEC’s GRA application, does YEC use only historical data in 19 

the formulation of its forecasts? Please explain. 20 

 21 

ANSWER: 22 

 23 

(a) 24 

 25 

No.  YEC does not use only historical data in formulation of its GRA forecasts. YEC takes 26 

into consideration actual experience as well as historical information, and also considers  27 

other (non-historical) pertinent available information regarding possible future events, 28 

forecasts and requirements.  29 

 30 

The referenced quotation from the ERA Two Part Application highlights the limited 31 

historical information available at this time regarding actual ST uses of LNG vs diesel.  32 

 33 

This point was provided because, as has been demonstrated in past general rate 34 

applications, and in the current application, in forecasts or other assessments, YEC is 35 

expected to consider and provide for review by the Board and intervenors historical actual 36 

data for almost all estimates provided. For example, GRA filing tables typically show 37 
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approved and actual results for three to five years prior to the GRA test years [see Table 1 

2.1 and 2.2; as well as Tables 3.1 through 3.15 and Tables 5.1 through 5.8 of the 2017/18 2 

GRA]. Interrogatories also often request recent actual data or other historical data. 3 

 4 

The LNG/diesel split historical information as then available was provided for review. 5 

Assessments were then made for the ST Alternative GRA Forecast based on the 6 

information currently available. The available information highlights the high degree of 7 

uncertainty and risk related to this specific forecast. 8 
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TOPIC: Forecast for Diesel and LNG Thermal 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), Appendix 2.2, page A2.2-3 

3, PDF page 57 4 

 5 

QUOTE: This alternative ST thermal forecast for the ERA Application assumes 6 

a 60/40 LNG/diesel allocation of forecast ST generation for each test 7 

year. This assumption reflects the tendency for diesel generation to 8 

dominate smaller and shorter duration thermal generation, and the 9 

lack of any useful additional assessments as to a forecast allocation 10 

for each test year. 11 

 12 

PREAMBLE:  13 

 14 

QUESTION: 15 

 16 

a) If the 60:40 ratio is more accurate, why did YEC not use this ratio for the GRA 17 

forecast for total fuel costs? Please explain. 18 

 19 

ANSWER: 20 

 21 

(a) 22 

 23 

Please see response to YUB-YEC-2-19 and YUB-YEC-2-22.  24 

 25 

In summary, the GRA fuel costs assume the LTA alternative, and the proposed LTA 90/10 26 

LNG/diesel fuel mix has no relation to the ST alternative 60/40 LNG/diesel fuel mix 27 

assumed specifically for the 2017/18 test years.  28 

 29 

The 60:40 mix for the ST alternative was provided as a reasonable forecast when 30 

considering likely short term outcomes, notwithstanding the uncertainties noted. However, 31 

there is no basis to consider this mix to be reasonable for the purpose of the LTA GRA 32 

forecast. The time scope relevant for the ST versus LTA forecasts is totally different as 33 

regards expected hydro and thermal generation, and therefore the ST forecast LNG/diesel 34 

mix has no relevance to the LTA forecast LNG/diesel mix. That is, the estimate based on 35 

a short term time horizon would not, nor would it be expected to be, similar to a long term 36 
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forecast that covers over 30 years and a much wider spectrum of grid and generation 1 

scenarios. 2 

 3 

The following are specifically noted in this regard:  4 

 5 

 The ST 60:40 allocation reflects the ST hydro generation forecast and loads for 6 

the specific 2017-18 test years and the tendency for diesel generation to dominate 7 

smaller and shorter duration thermal generation requirements under these forecast 8 

test year conditions.1 In short, the ST LNG/diesel allocation will vary for different 9 

GRA test periods depending on the forecast test year water conditions (in this case 10 

favoring diesel over LNG), loads, and assumed thermal generation capabilities. 11 

 12 

 The 2017/18 GRA uses a LTA forecast. When looking at the average of all 35 13 

water years (rather than trying to forecast actual water conditions in the test years), 14 

the 90/10 LNG/ diesel allocation is appropriate - and the ST 60:40 allocation has 15 

no relevance. As reviewed at page 3.4-23 of the GRA Application, at GRA forecast 16 

load for 2018 (about 420 GW.h) approximately 75% of the forecast LTA thermal 17 

generation occurs in 20% of the water years with the worst drought conditions. 18 

This means that the LTA LNG/diesel allocation is driven by the LTA thermal 19 

generation (where extended LNG operation is assumed) and not by ST forecast 20 

thermal generation for these specific test years (where better than LTA water 21 

conditions are likely to limit LNG share of thermal generation). 22 

 23 

Please also see response to JM-YEC-2-4 (a and b).  24 

                                                 
1 Please see YUB-YEC-2-6 (c) at page 5) and YUB-YEC-1-38 for review of information from Appendix 3.4 of 
the GRA on the tendency for diesel generation to dominate smaller and shorter duration thermal generation 
requirements under these forecast test year conditions. 
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TOPIC: Forecast for Diesel and LNG Thermal 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), Appendix 2.2, page A2.2-3 

3, PDF page 57 4 

 5 

QUOTE: It is apparent that there is a considerable risk, absent any change in the 6 

forecast total Firm Load Generation, that the diesel/LNG allocation in 7 

each test year could be very different than assumed in this alternative 8 

ST thermal forecast. 9 

 10 

PREAMBLE:  11 

 12 

QUESTION: 13 

 14 

a) How is this risk reduced under the LTA alternative? Please explain. 15 

 16 

ANSWER: 17 

 18 

(a) 19 

 20 

The “risk” referenced is the risk that the LNG/diesel mix for each test year could vary from 21 

the 60/40 LNG/diesel mix assumed in this alternative ST thermal forecast, even when 22 

there is no change in forecast total Firm Load Generation.  23 

 24 

The quoted statement addresses changes (excluding changes in forecast loads) that 25 

could affect forecast and actual LNG/diesel fuel mix when using the ST alternative, e.g., 26 

changes in forecast water conditions, actual water conditions relative to forecasts, and 27 

other factors affecting actual fuel mix (including degree of uncertainty in forecasts of the 28 

fuel mix expected for any specific ST water and load forecast). Such changes can create 29 

material rate impact differences in different test years.  30 

 31 

The risk in the quoted statement has no relation to the LTA alternative, i.e., the LTA 32 

alternative does not in any way rely upon ST hydro forecasts for the LNG/diesel mix and 33 

therefore is not exposed to the “risk” referenced here.  34 

 35 

In contrast to the ST alternative, the LTA alternative in the GRA proposes a mix (90/10 36 

LNG/diesel) specific to a wide range of conditions (i.e., a wide range of grid generation 37 



 Yukon Energy Corporation 

2017 – 2018 General Rate Application 

YUB-YEC-2-22 

April 6, 2018 Page 2 of 3 

loads, and the full range of possible ST water conditions in each test year), and rules to 1 

set the annual year end LNG/diesel mix as close as possible to the GRA mix (see 2 

response to YUB-YEC-2-6(a and b)).  Overall, the LTA alternative avoids relying on any 3 

ST forecast of the fuel mix and thereby provides a smoothing mechanism relative to the 4 

ST alternative, and this reduces risks of material test year rate change impacts being 5 

required.  6 

 7 

When comparing LTA and ST hydro forecast alternatives, the LTA alternative reduces the 8 

factors that can affect fuel mix for both the GRA and the final year end determinations 9 

(and this reduction in turn reduces the overall risk to rate stability related to the fuel mix 10 

adopted in a GRA forecast):  11 

 12 

 When using the LTA alternative, the fuel mix in the GRA is not subject to change 13 

due to short-term water conditions or grid load; in contrast, when using the ST 14 

alternative, the GRA forecast fuel mix is subject to material change depending on 15 

the ST forecast water conditions and/or the grid load. 16 

 17 

 When using the LTA alternative, the fuel mix target at year end (i.e., relative to the 18 

GRA) is not subject to change due to actual water or load conditions; in contrast, 19 

when using the ST alternative, the fuel mix target appropriate for actual ST water 20 

and/or load conditions may be subject to change from the GRA when actual water 21 

and/or load conditions vary from the ST forecast.  22 

 23 

 When using the LTA alternative, the DCF mechanism works to adjust the final 24 

overall fuel mix to be as close as possible to the GRA mix; in contrast, when using 25 

the ST alternative, changes from ST forecast fuel mix due to actual thermal 26 

generation may need to be addressed.   27 

 28 

Please see response to YUB-YEC-2-18(c) which notes that the use of the LTA hydro 29 

forecast approach is expected to provide a reasonably stable basis for GRA forecast of 30 

the LNG/diesel allocation; and mitigates the need to develop varying annual ST forecast 31 

LNG/diesel allocations to reflect varying ST forecast water conditions.  32 

 33 

The following are specifically noted in this regard:  34 

 35 

 The ST allocation reflects the ST hydro generation forecast and loads for the test 36 

years and the tendency for diesel generation to dominate smaller and shorter 37 
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duration thermal generation requirements under these forecast test year 1 

conditions. As such, the ST diesel/ LNG allocation will vary depending on the 2 

forecast test year water conditions, loads and assumed thermal generation 3 

capabilities. 4 

 5 

 As reviewed at page 3.4-23 of the GRA Application, at GRA forecast load for 2018 6 

(about 420 GW.h) approximately 75% of the forecast LTA thermal generation 7 

occurs in 20% of the water years with the worst drought conditions. This means 8 

that the LTA LNG/diesel allocation is driven by the LTA thermal generation (where 9 

extended LNG operation is assumed) and not by ST forecast thermal generation 10 

for these test years (where better than LTA water conditions are likely to limit LNG 11 

share of thermal generation).  12 
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TOPIC: Working Capital 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), Appendix 2.2, page A2.2-3 

3, PDF page 57 4 

 5 

QUOTE: The ST forecast thermal generation cost reductions will reduce GRA 6 

forecast working capital by approximately $0.140 million in 2017 and 7 

$0.049 million in 2018 (assumed working capital impact at 8 

approximately 6.93% of operating cost change, based on Schedule 2 9 

of the GRA [Tab 7]). 10 

 11 

PREAMBLE:  12 

 13 

QUESTION: 14 

 15 

a) Please provide the details showing the working capital reductions. Include an 16 

electronic version (excel) with formulae intact. 17 

 18 

ANSWER: 19 

 20 

(a) 21 

 22 

Please see YUB-YEC-2-23 Attachment 1 for the requested information.  23 

 24 

Please note that the correct reduction in forecast working capital is by approximately 25 

$0.144 million in 2017 [versus $0.140 million at page A2.2-3] and $0.050 million in 2018 26 

[versus $0.049 million at page A2.2-3], or approximately 7.12% of the total reduction in 27 

operating and maintenance costs [versus 6.93% at page A2.2-3]. The correct version of 28 

the Tab 7 schedules for 2017 were filed as part of the 2017/18 Alternative GRA Forecast 29 

per Order 2017-08; the above corrects the amount for 2018 compared with the Tab 7 30 

schedules. 31 

 32 

YEC notes that the above corrections do not impact required rate increase calculations as 33 

the impact to the revenue requirement is less than $400. 34 

 35 

Please also see YUB-YEC-2-24 Attachment 1 for the impact to the revenue requirements 36 

for each year. 37 



Yukon Energy Corporation
Computation of Allowance for Working Capital
($000s)

Line 
No. Description

Cross Ref. 
to Tab 7 

Schedules

Original 
Filing with 

LTA 
thermal

Alternative 
GRA with ST 

thermal
Difference

Original 
Filing with 

LTA 
thermal

Alternative 
GRA with 

ST thermal
Difference

1 Operating and maintenance S.5 L.5 23,363       21,341 (2,021)        23,336       22,633      (702) 
2 Taxes other than income S.5 L.6 696            696 -             708            708           - 
3 Non-allowable expenses (96)             (96) -             (100)           (100)          - 

4 Cash operating expenses 23,962       21,941 (2,021)        23,944       23,241      (702) 

5 27/365 1,773         1,623 (150)           1,771         1,719        (52) 

6 Inventory (three year average) 3,603         3,603 -             3,598         3,598        - 

7 GST Impact on working capital S.2A L.11 (176)           (170)             6 (159)           (157)          2 

8 Working capital S.1 L.19 5,200       5,057 (144)          5,210       5,160      (50)

Proposed 2017 Proposed 2018

Yukon Energy Corporation 
2017 – 2018 General Rate Application 

YUB-YEC-2-23 Attachment 1 
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TOPIC: Alternative Short-Term Forecast for Other Costs 1 

 2 

REFERENCE:  ERA Application, Appendix 2.2, page A2.2-3, PDF pages 3 

57-58 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) For all of the cost changes reported in the sections titled “Alternative ST Forecast 10 

for Other Costs,” please provide the calculations used to determine the reported 11 

numbers. Please provide these calculations in excel format, with formulas intact 12 

and references to where the input data were sourced. 13 

 14 

ANSWER: 15 

 16 

(a) 17 

 18 

Please see YUB-YEC-2-24 Attachment 1 for requested information regarding reductions 19 

in rate base. The number shown for 2017 is reduction of $0.006 million versus the $0.007 20 

million shown at the referenced text. The number shown for 2018 is reduction of $0.003 21 

million versus the $0.002 million shown at the referenced text. 22 

 23 

Please see YUB-YEC-2-23 Attachment 1 for requested information regarding working 24 

capital changes. 25 



Table 1: Changes in 2017 Revenue Requirement Return on Ratebase Portion ($000)

Original 

Filing

ST 

Alternative
Change Note

1 Mid‐Year Net Ratebase [Tab 7, Schedule 1, line 29] $274,459 $274,316 ‐$144

2 $5,200 $5,057 ‐$144

3 Equity portion of mid‐year ratebase $110,090 $110,033 ‐$58
4 8.82% 8.82% 0.0%

5=3*4 $9,711 $9,706 ‐$5

6 Debt portion of mid‐year ratebase $164,369 $164,283 ‐$86
7 2.18% 2.18% 0.0%

8=6*7 $3,578 $3,577 ‐$1

9=5+8 Total Return on Ratebase $13,289 $13,283 ‐$6

Table 2: Changes in 2018 Revenue Requirement Return on Ratebase Portion ($000)

Original 

Filing

ST 

Alternative
Change Note

1 Mid‐Year Net Ratebase [Tab 7, Schedule 1, line 29] $291,627 $291,577 ‐$50

2 $5,210 $5,160 ‐$50

3 Equity portion of mid‐year ratebase $116,653 $116,631 ‐$22
4 8.82% 8.82% 0.0%

5=3*4 $10,290 $10,288 ‐$3

6 Debt portion of mid‐year ratebase $174,974 $174,946 ‐$28
7 2.32% 2.32% 0.0%

8=6*7 $4,058 $4,057 $0

9=5+8 Total Return on Ratebase $14,348 $14,345 ‐$3

Reduction in working capital requirements due to 
lower fuel costIncluding, Working Capital [Tab 7, Schedule 1, line 19]

Reduction in working capital requirements due to 
lower fuel costIncluding, Working Capital [Tab 7, Schedule 1, line 19]

Yukon Energy Corporation 
2017 – 2018 General Rate Application 
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TOPIC: Alternative Short-Term Forecast Revenue Shortfall and Rate 1 

Increase Required 2 

 3 

REFERENCE:  ERA Application, Appendix 2.2, page A2.2-4, PDF page 58 4 

 5 

PREAMBLE:  6 

 7 

QUESTION: 8 

 9 

a) For all of the revenue requirement and revenue changes reported in the sections 10 

titled “Alternative ST Forecast Revenue Shortfall and Rate Increase Required,” 11 

please provide the calculations used to determine the reported numbers. Please 12 

provide these calculations in excel format, with formulas intact and references to 13 

where the input data were sourced. 14 

 15 

ANSWER: 16 

 17 

(a) 18 

 19 

Please see YUB-YEC-2-25 Attachment 1 for requested information. 20 

 21 

Please see response to YUB-YEC-2-11 (b) for details of revenue requirement changes for 22 

2017 and 2018 test years. 23 



2017 2018

Revenue Requirement $46,516 $49,160
Less: Other Revenues  $      253  $      253 
Less: Secondary Sales  $      642  $      642 

Revenue Required from Firm Rates $45,621 $48,265

Less: Revenues from Firm Sales at Existing Rates 
[includes Rider J]  $  42,301  $  42,384 

Additional Firm Rate Revenues Required $3,320 $5,881

Table 4.1: YEC 2017/18 Alternative GRA
Yukon Energy Revenue Required from Rates ($000s)

Yukon Energy Corporation
2017 – 2018 General Rate Application

YUB-YEC-2-25 Attachment 1

April 6, 2018 A-1



Table 4.2: Calculation of Required 2017 and 2018 Required Rate Increases - Alternative GRA (Rider J)

Forecast Forecast
2017 2018

Line #
1a Consolidated Firm Retail Sales Revenues - Base Rates $000 54,990             55,074             
1b Consolidated Firm Industrial Sales Revenues - Base Rates $000 4,198 4,198 
2a Consolidated Rider J Revenues $000 6,363 6,373
2b AEY Rider R Revenues $000 6,878 6,887

3=1+2 Total Consolidated Firm Sales Revenues at existing rates $000 72,429             72,532             

4=Table 1 Retail Revenue increase required in 2017 $000 3,320 
5=4/3 Required Rate Increase % 4.58%

6=3+4 Total Consolidated Firm Sales Revenues with 2017 Increase $000 75,749             75,857             

7=Table 1 Total Revenue increase required in 2018 $000 5,881 
8=6-3 To Be Recovered from 2017 Increase $000 3,325 
9=7-8 Total net increase required in 2018 $000 2,556
10=9/6 Required Rate Increase in 2018 % 3.37%
11=9+6 Total Consolidated Firm Sales Revenues with 2018 Increase $000 78,413             

12 Total Cumulative 2017 and 2018 Rate Increases (compounded) 8.11%

Rider J Required
13a=4/(1a+1b) Rider J Increase Required % 5.61%
13b=4/(1a+1b) Rider J Increase Required % 4.31%

14 Existing Rider J - non-industrial % 11.01%
15 Existing Rider J - industrial % 7.36%

16=13+14 Total Rider J with increases - non-industrial % 16.62% 20.93%
17=13+15 Total Rider J with increases - industrial % 12.97% 17.28%

18 Cumulative Rider J increase % 9.92%

19 Total Consolidated Firm Sales Revenues with increases $000 $75,749 $78,413

Notes:

3. AEY Rider R revenues at existing rates include AEY's interim Rider R at 11.62%R for firm retail and industrial base rate sales of YEC and AEY.

1. Total Consolidated Retail Revenues at existing rates include revenues from YEC and AEY's residential, general service and streetlight sales.
2. Consolidated Rider J revenues at existing rates include YEC Rider J at 11.01% for YEC and AEY firm retail sales and at 7.36% for firm industrial
sales.

Yukon Energy Corporation 
2017 – 2018 General Rate Application 
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TOPIC: Deferral and Reserve Accounts 1 

 2 

REFERENCE:  YEC response to IR YUB-YEC-1-12, PDF pages 35-40, Tab 7, 3 

Schedule 5, Line 7, Amortization of deferred costs Application, Tables 4 

5-3 to 5-8, PDF pages 226-236 5 

 6 

PREAMBLE:  In its response to the referenced IR, YEC provided detailed information 7 

concerning its deferral and reserve accounts, including continuity 8 

schedules (in tables 1 to 4) for rate base amounts shown on lines 6, 8, 9 

9 and 18 of Schedule 1 of Tab 7. 10 

11 

However, the Board is unable to cross-reference or reconcile the 12 

appropriation or amortization amounts identified in the continuity 13 

schedules (in tables 1 to 4) or on Tables 5-3 to 5.8 of YEC’s 14 

Application, to the amounts referenced on Line 7 of Schedule 5 of 15 

Tab 7. 16 

 17 

QUESTION: 18 

19 

a) Please provide a detailed listing of the amounts comprising YEC amortization of20 

deferred costs as shown on Line 7 of Schedule 5 of Tab 7. Where applicable,21 

please cross-reference the amounts comprising Line 7 to information provided or22 

referenced in YEC’s response to IR YUB-YEC-1-12, PDF pages 35-40.23 

 24 

ANSWER: 25 

26 

(a) 27 

 28 

A detailed listing of the amounts comprising YEC amortization of deferred costs as shown 29 

on Line 7 of Schedule 5 of Tab 7 is provided as YUB-YEC-2-26 Attachment 1. 30 



($000)
Proposed 

2017
 GRA

Proposed 
2018
 GRA

Amortize deferred costs, Line 7 of Schedule 5 of Tab 7 3,883$           3,891$           

Detailed listing and Reconciliation:

Amortization of Regulatory Costs 1 622$  578$  

Amortization of Hearing Cost Reserve Account 2 55 55

Amortization of Feasibility 3 2,372 2,493

Amortization of Relicensing 4 582 515

Amortization of Dam Safety 5 30 30

Amortization of Brushing 6 222 222

Notes:

1

2

3

4

5

6 See YEC's response to IR YUB-YEC-1-12, Table 2: Deferred Study Costs, Vegetation 
Management, Annual Amortization

See YEC's Application, Table 5.7 (2017) and Table 5.8 (2018), Continuity Schedule of 
Deferred Costs, Regulatory, Accumulated Amortization, Forecast Expenses.  The total of this 
column is $0.523 million in 2017 and $0.479 million in 2018, however, it is net of 
amortization of contributions of $0.099 million in 2017 and 2018.

See YEC's response to IR YUB-YEC-1-12, Table 2: Deferred Study Costs, Hearing Cost 
Reserve Account, Annual Appropriation

See YEC's response to IR YUB-YEC-1-12, Table 2: Deferred Study Costs, Dam Safety 
Review, Net Amortization

See YEC's Application, Table 5.7 (2017) and Table 5.8 (2018), Continuity Schedule of 
Deferred Costs, Feasibility Study, Accumulated Amortization, Forecast Expenses.  The total 
of this column is $1.586 million in 2017 and $1.787 million in 2018, however, it is net of 
amortization of contributions of $0.787 million in 2017 and $0.705 million in 2018.

See YEC's Application, Table 5.7 (2017) and Table 5.8 (2018), Continuity Schedule of 
Deferred Costs, Relicensing, Accumulated Amortization, Forecast Expenses. 

Yukon Energy Corporation
2017 – 2018 General Rate Application
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TOPIC: Depreciation and Amortization of Contributions Expense – 1 

Proposed Forecasts 2 

 3 

REFERENCE:  YEC response to IR YUB-YEC-1-17(a, b), PDF pages 51-52, 4 

Application, Schedule 6, lines 7 and 8, PDF page 287 5 

 6 

PREAMBLE:  The referenced YUB IR requested YEC to provide detailed 7 

calculations supporting each of its proposed depreciation and 8 

amortization expense amounts shown on lines 7 and 8, of Schedule 9 

6 of Tab 7 for the years 2017 and 2018. The Board also requested 10 

that the currently approved depreciation parameters (and resultant 11 

depreciation rates) on an account by account basis be provided. 12 

 13 

 In its response, YEC provided a summary of its proposed depreciation 14 

expense on a functional basis, but did not include the detailed 15 

expense calculations or depreciation parameters (and corresponding 16 

depreciation rates) on an account by account basis as requested. 17 

 18 

QUESTION: 19 

 20 

a) Please provide the detailed calculations supporting YEC’s proposed depreciation 21 

and amortization expense amounts for the years 2017 and 2018 for each of YEC’s 22 

depreciation expense (line 7) and amortization of contributions and fire insurance 23 

recoveries (line 8) as shown on Schedule 6 of Tab 7. Please provide the (line 7 24 

and 8) calculations in a working excel workbook format with formula intact that 25 

also includes depreciation parameters (and corresponding depreciation rates) on 26 

an account by account basis. 27 

 28 

ANSWER: 29 

 30 

(a) 31 

 32 

Detailed calculations supporting YEC’s proposed depreciation expense for the years 2017 33 

and 2018 is provided as YUB-YEC-2-27 Attachment 1. Detailed calculations supporting 34 

YEC’s proposed amortization of contributions and fire insurance recoveries for the years 35 

2017 and 2018 is provided as YUB-YEC-2-27 Attachment 2. 36 
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TOPIC: SKTP Components 1 

 2 

REFERENCE:  VGC Group PPA Application, Section 4.3, page 8, PDF page 11 3 

 4 

QUOTE: Yukon Energy is pursuing the SKTP at this time to improve the electrical 5 

transmission infrastructure in central Yukon between Stewart Crossing 6 

and Keno City; reinforce and strengthen the grid between Stewart 7 

Crossing and Mayo; and replace and remove deteriorated and “end of 8 

life” transmission infrastructure between Mayo and Keno City. The 9 

project is being planned to ensure continued safe and reliable service 10 

and to facilitate future economic development within the territory. 11 

• The SKTP as defined for environmental review and 12 

permitting, and/or for the engineering/costing work, 13 

included the following components: 14 

o 138 kV H-frame transmission line development 15 

involving the following segments: 16 

- L179 Stewart to Mayo (58 km) [the existing new 17 

69 kV line would remain as well for this 18 

segment]; 19 

- L180 Mayo to McQuesten (31 km) [to be 20 

operated at 138 kV]; and 21 

- L250 McQuesten to Keno City (20 km) [this 22 

segment would initially be operated at 69 kV]. 23 

 24 

PREAMBLE:  25 

 26 

QUESTION: 27 

 28 

With respect to the above quote, in particular the existing new 69 kV line (L179 from 29 

Stewart to Mayo), please explain: 30 

 31 

(a) Why the L179 cannot be converted to 138 kV. 32 

(b) When was L179 constructed? 33 

(c) What is the depreciated value of the assets in place? 34 

(d) Why is the line to remain in place?  35 
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ANSWER: 1 

 2 

(a), (b) and (d) 3 

 4 

For clarification, L179 is the identification for the new 138 kV line that the SKTP included 5 

between Stewart Crossing and Mayo. The existing 69 kV line between Stewart Crossing 6 

and Mayo is identified as L176. 7 

 8 

The existing L176 between Stewart Crossing and Mayo was brought into service in 9 

September 2003 as part of the Mayo-Dawson 69 kV Transmission Project. 10 

 11 

The SKTP YESAB Project Proposal assumed that costs and disruption to convert the L176 12 

relatively new 69 kV facilities (and related transformers) would not be a cost effective 13 

option to establish the proposed 138 kV connection. Retaining the existing 69 kV line, 14 

among other features, allowed Yukon Energy to retain ability to use this facility for smaller 15 

customer connections in the area. 16 

 17 

Costing for the full SKTP development assumes that the 138 kV line development would 18 

be operated between Stewart Crossing and the new McQuesten Substation. No costs 19 

were included to provide new substation facilities at Mayo to connect the new line to the 20 

Mayo hydro facility. Accordingly, the existing L176 line was needed to remain in place to 21 

deliver power between Mayo and Stewart Crossing.   22 

 23 

(c) 24 

 25 

The net book value for the entire Mayo Dawson transmission assets in place today 26 

approximates $25 million. L176 accounts for approximately 26% of the overall line length 27 

between Mayo and Dawson (approximate 58 km out of 223 km) and, on this basis, the net 28 

book value today for assets related to L176 approximates $6.5 million. This value does 29 

not include any related or appended substation assets.  30 
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TOPIC: Hyperlinks1 

 2 

REFERENCE:  Application, IR responses 3 

 4 

PREAMBLE:  The Board has previously stated it does not accept hyperlinks on the 5 

record to its proceedings as over time those links can be broken 6 

rendering the record for the proceeding to be incomplete. 7 

 8 

QUESTION: 9 

10 

a) Please file PDF versions of all hyperlinks in the application and in the information11 

responses.12 

 13 

ANSWER: 14 

15 

(a) 16 

 17 

Please see YUB-YEC-2-29 - Attachment 1.   18 

 19 

This attachment provides pdf versions of the following documents where hyperlinks were 20 

provided as responses to questions. 21 

22 

 2006 Resource Plan – provided as response to CW-YEC-1-2-(a);23 

24 

 2011 Resource Plan Overview [2012/13 GRA IR Response to YEC-YEC-1-18(a)]25 

– provided as response to CW-YEC-1-2(a); and cross referenced in UCG-YEC-1-26 

38. 27 

28 

 Alexco Power Purchase Agreement - provided as response to UCG-YEC-1-9.29 

30 

 2016 Resource Plan Appendices – provided in response to YUB-YEC-1-83 (e),31 

with specific appendices cross-referenced in response to the following IRs:32 
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IR Response  2016 Resource Plan Appendix Reference 

CW-YEC-1-4  

CW-YEC-1-5 

CW-YEC-1-7 

Appendix A-4.2 

CW-YEC-1-4  

CW-YEC-1-5 

CW-YEC-1-6 

Appendix A-4.3 

UCG-YEC-1-18 Appendix A-5.6 

YUB-YEC-1-86 Appendix A-5.9 

JM-YEC-1-31 

YCS-YEC-1-9 

YUB-YEC-1-78 

Appendix A-5.19 

 1 

Where hyperlinks were provided as footnote references / citations regarding where 2 

specific facts are taken from - these have not been provided [e.g., YUB-YEC-1-55 provides 3 

references to Fortis BC Rate Applications for specific facts referenced, and the referenced 4 

material in this case is not provided given it is a citation and does not reference a document 5 

specifically requested to be provided by a party to the proceeding]. 6 



YUB-YEC-2-29 Attachment 1 

(Large attachment – please see separate pdf 

document) 
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TOPIC: Gladstone Project 1 

 2 

REFERENCE:  YCS-YEC-1-12 3 

 4 

PREAMBLE:   5 

 6 

QUESTION: 7 

 8 

a) Please provide the dates and documentation indicating when YEC became aware 9 

that the Gladstone project would not receive DFO and First Nations support. 10 

 11 

ANSWER: 12 

 13 

(a) 14 

 15 

The Kluane First Nation Council issued Order in Council number 2014-15 (Attachment 1 16 

to this response) on September 19, 2014 which communicated their opposition to the 17 

project.  18 

 19 

At its 2011 General Assembly, Champagne Aishihik First Nation passed resolution 2011-20 

02 stating that “…this Assembly does not support or endorse that diversion of water from 21 

the Gladstone Water System into the Sekulmun Lake for the Aishihik Lake Hydro Dam.”  22 

 23 

Note that these resolutions pre-date YEC’s cancellation of the project. When YEC learned 24 

of the concerns of the FN, project spending was cut back as far as possible while 25 

negotiations on a path forward continued between YEC and the FNs. As late as May 2016, 26 

YEC offered to review potential benefits to the FN under different delivery models. In mid-27 

2016, the FN indicated their position had not changed from the date of the initial refusal of 28 

support so YEC stopped the project. 29 

 30 

DFO raised concerns about the proposed project, however they did not explicitly state a 31 

lack of support. YEC did not proceed with the project because of the FN denial of support; 32 

it was concluded that the project had virtually zero chance of success without FN support.  33 
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·         This
Assembly
does not
support
or
endorse
the
diversion
of water
from the
Gladstone
Water
System
into
Sekulmun
Lake for
the
Aishihik
Lake
Hydro
Dam.

This Assembly
directs that
Champagne
and Aishihik
First Nations

From: Lawrence Joe
To: Michael Brandt
Cc: Roger Brown
Subject: RE: Changes to Federal Fisheries Act
Date: June-27-16 11:33:18 AM
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Hi Micheal
Thanks
 
The following is our 2010 and 2011 GA Resolutions.  You are correct that the 2011 it does not say
oppose. 
The 2010 version provided clearer opposition, but it is the same intent.   To the CAFN people, “ not
support or endorse” means the same as “oppose” and to interpret it differently would be at our peril
 
Lawrence
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Government
not to support
an aspect of
the Gladstone
Diversion
project and
take all
necessary
steps to
oppose this
Gladstone
project.
 
This resolution
did not pass as
it was on the
table when we
received notice
of the death of
an Elder in our
community
and the
business of the
GA was closed.

Gladstone

 
WHEREAS
the Yukon
Energy
Corporation
has
proposed to
divert water
from the
Gladstone
water
system into
Sekulmun
Lake; and
The Citizens
at this
Assembly
are
concerned
that this
proposed
project will
have
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Diversion
Project
 

2011-
02

significant
impacts.
 
THEREFORE
BE IT
RESOLVED
THAT this
Assembly
does not
support or
endorse that
diversion of
water from
the
Gladstone
Water
System into
the
Sekulmun
Lake for the
Aishihik
Lake Hydro
Dam.
 
Passed by
consensus

 

From: Michael Brandt [mailto:Michael.Brandt@yec.yk.ca] 
Sent: Monday, June 27, 2016 11:01 AM
To: Lawrence Joe
Subject: Changes to Federal Fisheries Act
 
Hi Lawrence,
 
Following up on your concern, I have talked with my colleagues (including Andrew) and can confirm
that we are not expediting any activities to avoid any potential changes to the Fisheries Act.
 
T h a n k s
 
Michael
 
 

Michael Brandt

Vice President
Telephone: 867-393-5398 |  Mobile:  867-334-3760
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This message may contain confidential or privileged material. Any use of this information by
anyone other than the intended recipient is prohibited. If you have received this message in
error, please immediately reply to the sender and delete this information from your computer.

 Please consider the environment before printing this e-mail
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TOPIC: Alternatives to DCF and ERA Approach 1 

 2 

REFERENCE:  YEC Part II Application (December 6, 2017), pages 2-10 to 2-11. 3 

 4 

QUOTE: … Yukon Energy is not aware of any applicable alternative to the 5 

requirement for a thermal cost or contingency fund account similar to 6 

the DCF to ensure that ratepayers bear the risks related to water 7 

variability, and to provide a fund for dealing with thermal cost 8 

variability due to water variability. 9 

 10 

PREAMBLE:  11 

 12 

QUESTION: 13 

 14 

a) What research did YEC undertake to determine this? 15 

 16 

b) Did YEC review other Canadian jurisdictions? If so, what were YEC’s findings? 17 

Also, please provide all references. 18 

 19 

c) Do any other jurisdictions have a thermal cost or contingency fund? If so, please 20 

provide examples with specific references from the regulatory body governing 21 

those jurisdictions. 22 

 23 

d) If YEC cannot provide any form of confirmation to the question in part (c), how do 24 

other Canadian regulators protect ratepayers from associated risks of changing 25 

thermal generation in response to water variability? 26 

 27 

ANSWER: 28 

 29 

(a) to (d) 30 

 31 

See response to YUB-YEC-2-9(e) which reviews the context and approaches used in 32 

other hydro-based Canadian jurisdictions (outside of Quebec). See also, the response to 33 

YUB-YEC-2-3(c) which reviews the historic context going back to 1989/90 for the 34 

development of contingency fund mechanisms in Yukon to address water variability risks 35 

borne by ratepayers.  36 
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As summarized in the response to YUB-YEC-2-9(e) the context for each jurisdiction is 1 

different; and as such, beyond the high level principle that ratepayers bear risks related 2 

to water variability (which is respected in each of the referenced jurisdictions), the 3 

specific contingency mechanisms or approaches for addressing water-related risk in 4 

each jurisdiction is unique and may not be directly relevant to the Yukon context. By way 5 

of example (see YUB-YEC-2-9(e) for specific references), the following are noted 6 

regarding contingency funds in other jurisdictions that address in some way thermal or 7 

other cost variability due to hydro generation changes related to water variability: 8 

 9 

 Northwest Territories Power Corporation (NTPC) has a dedicated Fuel and 10 

Water Rate Stabilization Fund (RSF) – however, the RSF as approved by the 11 

NWT Public Utilities Board has been very limited in its ability to address rate 12 

stabilization related to water variability and is combined in its purpose with fuel 13 

price deferral account functions. 14 

 15 

 Manitoba Hydro uses retained earnings (rather than a formal rate stabilization 16 

fund) as a reserve to address water variability impacts on its costs and rates as 17 

well as other cost risks - however, Manitoba Hydro is not rate base regulated, 18 

and since the late 1980s has been rate regulated by the Manitoba Public Utilities 19 

Board with a focus on long-term rate stability that includes provision to allow for 20 

increased reserves (retained earnings) when conditions so allow (a target to 21 

move to 25% equity to debt [versus less than 10% equity] was established in the 22 

first half of the 1990s). YUB-YEC-2-9(e) - Attachment 1 provides relevant 23 

Manitoba PUB directions that highlight concerns about drought and adequate 24 

equity funds being built up through rates - and demonstrate that regulator 25 

concerns about risk as reflected in Board Orders go beyond only drought-related 26 

impacts [see pages 7-8 of Attachment 1 from YUB-YEC-2-9(e)]. 27 

 28 

 Newfoundland and Labrador Hydro (NLH) maintains a complex Rate Stabilization 29 

Plan (RSP) that addresses water variability impacts along with many other 30 

factors – however, YEC’s review of NLH’s mechanisms indicates that there is no 31 

apparent relevance for Yukon DCF proceedings of examining further the Orders 32 

and filings related to the NLH RSF. 33 

 34 

 BC Hydro maintains a wide range of deferral accounts, including deferral 35 

accounts that result in ratepayers being responsible for changes in energy costs 36 

due to variances in water availability for the average water inflows used to set 37 
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rates – however, YEC’s review of the BC Hydro experience has not indicated any 1 

specific elements that would assist in addressing Yukon DCF issues. 2 
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TOPIC: Water Storage Levels 1 

 2 

REFERENCE:  YEC 2016 Resource Plan 3 

 4 

PREAMBLE:  YEC Proposes to increase water storage capacity in the 5 

Southern Lakes system and in Mayo Lake 6 

 7 

QUESTION: 8 

 9 

a) Please confirm the statement in the preamble to this question. 10 

 11 

b) If part (a) is confirmed please provide an update to the status and any pertinent 12 

details of increasing the water levels for those areas. 13 

 14 

c) Are increased water levels in the aforementioned areas included in YEC’s 2017-15 

18 GRA forecast? Please explain. 16 

 17 

d) The YEC website refers to a document titled “A Southern Lakes Enhanced 18 

Storage Concept Overview”. Please provide a copy of this document for the 19 

record of this proceeding. 20 

 21 

ANSWER: 22 

 23 

(a) and (b) 24 

 25 

Not confirmed. The projects do not necessarily increase water levels in Marsh Lake or 26 

Mayo Lake. The following is specifically noted regarding each of these projects and how 27 

they impact storage and lake water levels:  28 

 29 

 Marsh Lake Storage Enhancement Project (Southern Lakes): The Marsh 30 

Lake Storage Project (recently renamed the Southern Lakes Enhanced Storage 31 

Project, or SLESP) is a means of enhancing winter energy at the Whitehorse 32 

Rapids generating station to displace higher cost thermal generation that would 33 

otherwise be required. As reviewed in the 2012/13 GRA, the project includes 34 

capital improvements to the Lewes Lake control structure, shoreline mitigation, 35 

First Nation consultation and an amendment to YEC's water licence to increase 36 

the full supply level by 0.3 meters and reduce the low supply level by 0.1 meters. 37 
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This additional water storage would be available to YEC for hydro generation 1 

over the winter period. 2 

 3 

 Mayo Lake Storage Enhancement Project: The Mayo Lake Enhanced Storage 4 

Project (MLESP) will not increase water levels in Mayo Lake. Specifically, the 5 

project will amend the Mayo Generation Station Water Use Licence to provide for 6 

up to one metre of additional draw down of Mayo Lake that would enhance the 7 

long-term average renewable power generation capability of the Mayo hydro 8 

facility and displace diesel generation that would otherwise be required.  9 

 10 

Both projects are still in planning stages with earliest in service in 2022 and will not affect 11 

lake levels or storage in either Mayo Lake or Marsh Lake in the test years. 12 

 13 

For further information see Section 5.3.1.8 and Section 5.3.1.9 of the 2017/18 GRA as 14 

well as responses to the following Round 1 IRs:  15 

 16 

 For Marsh Lake Storage Enhancement Project (Southern Lakes): YUB-YEC-1-17 

84; UCG-YEC-1-35 and YCS-YEC-1-10. 18 

 19 

 For Mayo Lake Storage Enhancement Project: YUB-YEC-1-85; YUB-YEC-1-48; 20 

UCG-YEC-1-36; JM-YEC-1-8; JM-YEC-1-9 and YCS-YEC-1-11. 21 

 22 

(c) 23 

 24 

No, increased water levels in the Southern Lakes or Mayo Lake are not included in the 25 

2017/18 generation forecasts as these projects are not expected to be completed within 26 

the test years. Specifically, both are forecast to remain in WIP at the end of 2018 with 27 

potential in service by 2022 [see 2017/18 GRA, Tab 5, page 5-32]. 28 

 29 

(d) 30 

 31 

Please see Appendix 5.3 of the 2016 Resource Plan at link below.  A pdf of this 32 

document is filed as part of the response to YUB-YEC-2-29. 33 

 34 

http://resourceplan.yukonenergy.ca/media/site_documents/Appendix_5.3_Southern_Lak35 

es_Concept_Project_Proposal.pdf 36 
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Table 4-1

								Yukon Energy Corporation

								2017 – 2018 General Rate Application

								YUB-YEC-2-25 Attachment 1



		Table 4.1: YEC 2017/18 Alternative GRA

		Yukon Energy Revenue Required from Rates ($000s)



				2017		2018



		Revenue Requirement		$46,516		$49,160

		Less: Other Revenues		$   253		$   253

		Less: Secondary Sales		$   642		$   642



		Revenue Required from Firm Rates		$45,621		$48,265



		Less: Revenues from Firm Sales at Existing Rates [includes Rider J]		$   42,301		$   42,384



		Additional Firm Rate Revenues Required		$3,320		$5,881





Table 4-2

														Yukon Energy Corporation

														2017 – 2018 General Rate Application

														YUB-YEC-2-25 Attachment 1

						Table 4.2: Calculation of Required 2017 and 2018 Required Rate Increases - Alternative GRA (Rider J)



												Forecast		Forecast

												2017		2018

				Line #

				1a		Consolidated Firm Retail Sales Revenues - Base Rates 		$000				54,990		55,074

				1b		Consolidated Firm Industrial Sales Revenues - Base Rates 		$000				4,198		4,198

				2a		Consolidated Rider J Revenues		$000				6,363		6,373

				2b		AEY Rider R Revenues		$000				6,878		6,887



				3=1+2		Total Consolidated Firm Sales Revenues at existing rates		$000				72,429		72,532



				4=Table 1		Retail Revenue increase required in 2017 		$000				3,320

				5=4/3		Required Rate Increase		%				4.58%



				6=3+4		Total Consolidated Firm Sales Revenues with 2017 Increase		$000				75,749		75,857



				7=Table 1		Total Revenue increase required in 2018		$000						5,881

				8=6-3		To Be Recovered from 2017 Increase		$000						3,325

				9=7-8		Total net increase required in 2018		$000						2,556

				10=9/6		Required Rate Increase in 2018		%						3.37%

				11=9+6		Total Consolidated Firm Sales Revenues with 2018 Increase		$000						78,413



				12		Total Cumulative 2017 and 2018 Rate Increases (compounded)								8.11%



						Rider J Required

				13a=4/(1a+1b)		Rider J Increase Required		%				5.61%

				13b=4/(1a+1b)		Rider J Increase Required		%						4.31%

				14		Existing Rider J - non-industrial		%				11.01%

				15		Existing Rider J - industrial		%				7.36%



				16=13+14		Total Rider J with increases - non-industrial		%				16.62%		20.93%

				17=13+15		Total Rider J with increases - industrial		%				12.97%		17.28%



				18		Cumulative Rider J increase		%						9.92%



				19		Total Consolidated Firm Sales Revenues with increases		$000				$75,749		$78,413



				Notes:

				1. Total Consolidated Retail Revenues at existing rates include revenues from YEC and AEY's residential, general service and streetlight sales. 

				2. Consolidated Rider J revenues at existing rates include YEC Rider J at 11.01% for YEC and AEY firm retail sales and at 7.36% for firm industrial sales.

				3. AEY Rider R revenues at existing rates include AEY's interim Rider R at 11.62%R for firm retail and industrial base rate sales of YEC and AEY. 
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Table 1-Sales & Gen total

																				Yukon Energy Corporation

																				2017 – 2018 General Rate Application

																				CW-YEC-2-1 Attachment 1

										Table 1: Yukon Energy Sales & Total Generation - 2017

										GRA Forecast, Updated Forecast, and Preliminary Actuals

										[GRA Forecast as filed June 2017; Update as per YUB-YEC-1-3]

										GRA Forecast				Updated Forecast				Preliminary Actuals

				Line No.		Description				2017				2017				2017

				1		Sales (MW.h)

				2

				3		Residential				13,622				13,622				14,965

				4		General Service				25,318				25,318				26,132

				5		Industrial				38,219				38,219				43,419

				6		Stree Lights				225				225				228

				7		Space Lights				12				12				12

				8

				9		Total Firm Retail & Industrial 				77,395				77,395				84,756

				10

				11		Firm Wholesale Sales				309,000				314,234				328,426

				12

				13		Total Company-Firm				386,395				391,629				413,182

				14

				15		Secondary Sales				11,464				11,464				8,385

				16

				17		Total Company Sales				397,859				403,093				421,567

				18

				19		Losses & Generation (MW.h)

				20		Losses - MWh				35,012				35,472				33,987

				21		Losses - %				8.8%				8.8%				8.1%

				22		Total Generation				432,871				438,565				455,554

				23

				24		Secondary Sales Related Generation (incl. losses)				12,473				12,473				9,097

				25

				26		Firm Load Generation				420,398				426,093				446,458



				1. 2017 Preliminary Actuals are unaudited actuals based on preliminary results and subject to change.
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Table 2 - Gen by source

																				Yukon Energy Corporation

																				2017 – 2018 General Rate Application

																				CW-YEC-2-1 Attachment 1

										Table 2: Yukon Energy Capital, Maintentance & Firm Generation - 2017

										[GRA Forecast as filed June 2017; Update as per YUB-YEC-1-3]

										GRA Forecast				Updated Forecast				Preliminary Actuals

				Line No.		Description				2017 MW.h				2017 MW.h				2017 MW.h



				1		Firm Load Generation (YEC)				420,398				426,093				446,458

				2		YECL Fish Lake Hydro				8,536				8,536				7,103

				3		Total Grid ex.  Secondary Sales				428,934				434,629				453,561

				4

				5		Capital & RFID Generation

				6				Diesel		596				596				766

				7				LNG		0				0				158

				8				Total		596				596				924

				9		Maintenance Generation

				10				Diesel		313				313				229

				11				LNG		133				133				60

				12				Total		446				446				288

				13

				14		Actual Firm Generation Source (ex Capital, RFID and Maintenance)

				15				YECL Fish Lake		8,536				8,536				7,103

				16				YEC Hydro		418,688				424,155				433,164

				17				Wind 		580				580				33

				18				Diesel 		113				136				3,623

				19				LNG		1,017				1,222				9,638

				20				Total		428,934				434,629				453,561

				21

				22		LTA Generation (for firm sales)

				23				YECL Fish Lake		8,536				8,536				8,536

				24				YEC Hydro		405,672				408,514				417,639

				25				Wind 		580				580				580

				26				Thermal [see note]		14,146				16,999				26,806

				27				Total LTA		428,934				434,629				453,561

				28

				29		DCF Transfer (Thermal)

				30				Diesel		1,302				1,564				- 0						10%

				31				LNG [see note]		11,715				14,077				13,545						90%

				32				Total		13,016				15,641				13,545

				33

				34		Mix of LTA Thermal Generation

				35				Diesel		1,415				1,700				3,623

				36				LNG		12,732				15,299				23,183

				37				Total		14,146				16,999				26,806



				*Note: 		Line 26 determined based on DCF Term Sheet Table 3.4-1 in GRA.

						Line 31 = 90%xLine 26-line 19, subject to limit that Line 31 cannot > line 32.



				1. 2017 Preliminary Actuals are unaudited actuals based on preliminary results and subject to change.
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Table 3- Fuel & PP  Costs

												Yukon Energy Corporation

												2017 – 2018 General Rate Application

												CW-YEC-2-1 Attachment 1

								Table 3: YEC Fuel & Purchase Power Costs for 2017

								[GRA Forecast as filed June 2017]

				($000)				Proposed 2017
 GRA		Preliminary 2017
 Actuals

				Fuel (Actuial generation - firm Load & Maintenance) 

						Diesel		$   112		$   988

						LNG		$   169		$   1,422

						Total		$   281		$   2,411

				DCF Transfer

						Diesel		343		0

						LNG		1,718		1,987

						Total		2,061		1,987

				Purchased Power				39		49

				Total Fuel and Purchased Power				$   2,381		$   4,446



				1. 2017 Preliminary Actuals are unaudited actuals based on preliminary results and subject to change.
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Working capital change

																										Yukon Energy Corporation

																										2017 – 2018 General Rate Application

																										YUB-YEC-2-23 Attachment 1

		Yukon Energy Corporation

		Computation of Allowance for Working Capital

		($000s)

														Proposed 2017								Proposed 2018

		Line No.				Description				Cross Ref. to Tab 7 Schedules				Original Filing with LTA thermal		Alternative GRA with ST thermal		Difference				Original Filing with LTA thermal		Alternative GRA with ST thermal		Difference

		1				Operating and maintenance				S.5 L.5				23,363		21,341		(2,021)				23,336		22,633		(702)

		2				Taxes other than income				S.5 L.6				696		696		- 0				708		708		- 0

		3				Non-allowable expenses								(96)		(96)		- 0				(100)		(100)		- 0



		4				Cash operating expenses								23,962		21,941		(2,021)				23,944		23,241		(702)



		5				27/365								1,773		1,623		(150)				1,771		1,719		(52)



		6				Inventory (three year average)								3,603		3,603		- 0				3,598		3,598		- 0



		7				GST Impact on working capital				S.2A L.11				(176)		(170)		6				(159)		(157)		2



		8				Working capital				S.1 L.19				5,200		5,057		(144)				5,210		5,160		(50)
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Summary

										Yukon Energy Corporation

										2017 – 2018 General Rate Application

										YUB-YEC-2-27 Attachment 2

								2017		2018

				Assets closed prior to December 31, 2016 (calculated by Great Plains)

						Feasibility contributions		783		702

						Residential customer contributions		128		128

						General service customer contributions		62		62

						Industrial customer contributions		15		15

						Street & sentinel light customer contributions		1		1

						Other contributions		3		3

						Minto 138 kV line contribution		129		129

						Minto spur 25 kV line contribution		900		900

						YDC contributions		1,674		1,674

						YG contributions		212		212

						GIF funding		991		991

						Deferred gain on assets destroyed by fire		262		262

				Assets closed afer December 31, 2016 (see detailed tabs for asset breakdown and calculation)

						Feasibility contributions		3		3

						Regulatory contributions		99		99

						Residential customer contributions		10		21

				Depreciation expense				5,269		5,200







Feasibility contributions

														Yukon Energy Corporation

														2017 – 2018 General Rate Application

														YUB-YEC-2-27 Attachment 2

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017		2018 in-year depreciation		GRA Depreciation Expense 2018

		P14-177cc		LNG - Transportation Options (Capital Contribution)		(15,000)		5		(3,000)				(3,000)



				Total - All Capital		(15,000)				(3,000)		0		(3,000)





Regulatory contributions

														Yukon Energy Corporation

														2017 – 2018 General Rate Application

														YUB-YEC-2-27 Attachment 2

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017		2018 in-year depreciation		GRA Depreciation Expense 2018

		P09-179cc		DSM 2011 CC		(500,000)		10		(50,000)				(50,000)

		P09-183		RPU Contributions		(6,000)		5		(1,200)				(1,200)

		P12-010		DSM Contributions		(216,169)		10		(21,617)				(21,617)

		P13-166cc		inCharge - Joint Utility DSM CC		(132,448)		10		(13,245)				(13,245)

		P13-167cc		Yukon Energy DSM 2014 CC		(325)		10		(33)				(33)

		P14-129cc		inCharge Contributions		(125,607)		10		(12,561)				(12,561)



				Total - All Capital		(980,549)				(98,655)		0		(98,655)





Customer contributions

																		Yukon Energy Corporation

																		2017 – 2018 General Rate Application

																		YUB-YEC-2-27 Attachment 2

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA 2018 Fixed Asset Additions		GRA Amortization Period (in years)		2017 in-year depreciation		GRA Depreciation Expense 2017		2018 in-year depreciation		GRA Depreciation Expense 2018

		P04-199cc		Customer Extensions Customer Contributions		(417,498)		(400,000)		35		(5,964)		(5,964)		(5,714)		(17,643)

		P11-084cc		LNG Contributions		(150,000)				40				(3,750)				(3,750)



				Total - All Capital		(567,498)		(400,000)				(5,964)		(9,714)		(5,714)		(21,393)






Tables 1 and 2

																Yukon Energy Corporation

																2017 – 2018 General Rate Application

																YUB-YEC-2-24 Attachment 1

						Table 1: Changes in 2017 Revenue Requirement Return on Ratebase Portion ($000)

								Original Filing		ST Alternative		Change				Note



		1		Mid-Year Net Ratebase [Tab 7, Schedule 1, line 29]				$274,459		$274,316		-$144				Reduction in working capital requirements due to lower fuel cost

		2		Including, Working Capital [Tab 7, Schedule 1, line 19]				$5,200		$5,057		-$144



		3		Equity portion of mid-year ratebase				$110,090		$110,033		-$58

		4						8.82%		8.82%		-0.0%

		5=3*4						$9,711		$9,706		-$5



		6		Debt portion of mid-year ratebase				$164,369		$164,283		-$86

		7						2.18%		2.18%		0.0%

		8=6*7						$3,578		$3,577		-$1



		9=5+8		Total Return on Ratebase				$13,289		$13,283		-$6





						Table 2: Changes in 2018 Revenue Requirement Return on Ratebase Portion ($000)

								Original Filing		ST Alternative		Change				Note





		1		Mid-Year Net Ratebase [Tab 7, Schedule 1, line 29]				$291,627		$291,577		-$50				Reduction in working capital requirements due to lower fuel cost

		2		Including, Working Capital [Tab 7, Schedule 1, line 19]				$5,210		$5,160		-$50



		3		Equity portion of mid-year ratebase				$116,653		$116,631		-$22

		4						8.82%		8.82%		-0.0%

		5=3*4						$10,290		$10,288		-$3



		6		Debt portion of mid-year ratebase				$174,974		$174,946		-$28

		7						2.32%		2.32%		0.0%

		8=6*7						$4,058		$4,057		-$0



		9=5+8		Total Return on Ratebase				$14,348		$14,345		-$3
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Summary

										Yukon Energy Corporation

										2017 – 2018 General Rate Application

										YUB-YEC-2-27 Attachment 1

								2017		2018

				Assets closed prior to December 31, 2016 (calculated by Great Plains)

						Land		2		2

						Hydro plant		3,071		3,071

						Diesel plant		567		567

						Distribution		426		423

						Wind		95		95

						Transmission		3,981		3,978

						Buildings & Equipment		1,452		1,093

						Transportation		310		308

						LNG plant		1,021		1,021

				Assets closed afer December 31, 2016 (see detailed tabs for asset breakdown and calculation)

						Land		- 0		- 0

						Hydro plant		502		766

						Diesel plant		594		599

						Distribution		9		25

						Wind		- 0		- 0

						Transmission		14		67

						Buildings & Equipment		159		341

						Transportation		17		56

						LNG plant		- 0		7

				Depreciation expense				12,217		12,419







Hydro 17

										Yukon Energy Corporation

										2017 – 2018 General Rate Application

										YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017

		P11-015		AH1 Tear Down & Overhaul		714,149		10		71,415

		P11-016		AH2 Ten Year Overhaul		633,453		10		63,345

		P11-019		WH1 Ten Year Overhaul 		647,774		10		64,777

		P11-020		WH2 Ten Year Overhaul		679,161		10		67,916

		P11-021		WH3 Ten Year Overhaul 		642,055		10		64,206

		P11-022		WH4 Ten Year Overhaul 		2,441,334		10		122,067

		P12-024		AH3 Lifting Device 		285,234		30		4,754

		P12-050		AH2 Control Upgrades 		390,000		45		4,333

		P13-135		WH4 Spider Replacement 		1,100,000		85		6,471

		P14-040		Aishihik Reactor Cable Replacement		75,000		30		1,250

		P14-069		Canyon Lake Control Structure Refurbishment		125,000		72		868

		P14-073		AH0 - Grounding Refurbishment		45,000		45		500

		P14-076		AH0 - Hoist/Cranes		45,000		30		750

		P14-077		AH0 - TIV Automation		190,000		45		2,111

		P14-101		AH1 Controls Replacement		1,277,430		45		14,194

		P14-135		WH4 Excitation Replacement		725,000		85		4,265

		P14-156		Blackstart Diesel for the Wareham Dam		120,000		40		1,500

		P15-043		Wareham Spillway Gate Remediation		164,794		72		1,144

		P15-055		Aishihik Station Service Distribution MCC		93,000		45		1,033

		P15-058		Mechanical Seals on MBH1 & 2		79,000		30		1,317

		P16-014		WH4 Draft Tube and Scroll Case Door Repairs		25,000		30		417

		P16-026		2017/18 Dam Safety recommendations 		75,000		103		364

		P16-029		P125 Plastic trashrack engineering review and install		50,000		30		833

		P16-044		WH0 - Local HMI/Historian Upgrade		180,000		45		2,000

		P16-054		MH2 Refurbishment Engineering		50,000		72		347



				Total - All Capital		10,852,384				502,177





Diesel 17

										Yukon Energy Corporation

										2017 – 2018 General Rate Application

										YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017

		P09-092		DD5 Bottom End Overhaul 		1,144,862		5		228,972

		P11-008		Dawson Diesel DD2 - Engine Overhaul		391,948		5		78,390

		P11-009		WD4 Engine Overhaul - Complete		531,141		5		106,228

		P11-012		DD3 Engine Overhaul - Complete 		392,553		5		78,511

		P13-004		WD5 Engine Overhaul 		381,619		5		76,324

		P13-088		Faro Diesel FD7 - 16k Hours Overhaul		120,658		5		24,132

		P16-024		Faro Fuel oil tank Upgrade		60,000		25		1,200



				Total - All Capital		3,022,780				593,756





Distribution 17

										Yukon Energy Corporation

										2017 – 2018 General Rate Application

										YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017

		P04-199		Customer Extensions		571,163		35		8,159

		P08-029		Land Management & Easement Project 		25,000		35		357



				Total - All Capital		596,163				8,517





Transmission 17

										Yukon Energy Corporation

										2017 – 2018 General Rate Application

										YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		Amortization Period (in years)		GRA Depreciation Expense 2017

		P04-075		WAF Transmission Upgrades		850,000		65		4,359

		P07-047		L250 Transmission Line Upgrades		50,000		65		385

		P10-078		Substation Protection and Control Minor Upgrades		61,304		54		568

		P11-006		Aishihik RTU Replacement		25,000		20		625

		P14-020		S150 - Whitehorse Main RTU Upgrade 		125,000		20		3,125

		P15-074		S167 Porcelain Insulator Change Out		51,236		45		569

		P16-030		Transmission System Protection Upgrades		100,000		54		926

		P16-055		Transmission Line Access		350,000		50		3,500



				Total - All Capital		1,612,540				14,056





Buildings 17

										Yukon Energy Corporation

										2017 – 2018 General Rate Application

										YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017

		P07-016		Safety Improvements - Blanket 		25,000		55		227

		P09-093		YEC Fall Arrest Systems		75,000		55		682

		P09-109		Security Risk Management - Blanket 		25,000		55		227

		P09-150		Office Furniture and Fixtures - Blanket		25,000		20		625

		P09-151		Printers/Scanners/Copiers/Fax Machine 		15,000		5		1,500

		P09-152		Computer Replacements		20,000		5		2,000

		P09-153		Server Replacements		25,000		5		2,500

		P09-156		IT Equipment & Software - Blanket 		25,000		5		2,500

		P09-160		Network Improvements 		50,000		5		5,000

		P09-193		Operations Tools & Equipment - Blanket		25,000		20		625

		P09-194		Eng Services Tools & Equipment - Blanket 		25,000		20		625

		P09-199		Hatchery Upgrades - Blanket 		25,000		55		227

		P09-200		Facilities Signage - Blanket 		15,000		55		136

		P10-081		Mobile Radio Replacement		5,000		20		125

		P11-063		SCADA Upgrade Program 		10,000		20		250

		P11-075		Data Storage Replacements and Additions		35,000		5		3,500

		P14-011		Fencing Upgrades - Various Sites		75,000		20		1,875

		P14-116		AH Elevator Shaft Structural Steel Rehabilitation 		10,116,004		72		105,375

		P14-125		McIntyre XPPB RTU Replacement		75,000		20		1,875

		P14-159		Extractor Fans for Mayo B Hydro Plant		97,553		30		1,626

		P15-036		Prophix Phase 3		32,720		5		3,272

		P15-047		IT Network Access Controls		35,000		5		3,500

		P15-048		IT Community Servers		50,000		5		5,000

		P15-050		IT Backup System for Head Office		40,000		5		4,000

		P16-035		Cash Flow forecasting		25,000		5		2,500

		P16-036		IT Backup System Refresh		50,000		5		5,000

		P16-038		Upgrade Prophix 11 to Prophix 12V2		40,000		5		4,000



				Total - All Capital		11,061,277				158,773





Transportation 17

										Yukon Energy Corporation

										2017 – 2018 General Rate Application

										YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017

		P10-039		Vehicle Purchases		250,000		10		6,250

		P14-012		Specialized Vehicle Purchases		30,000		7		2,143

		P16-042		Dawson Derick Digger		350,000		20		8,750



				Total - All Capital		630,000				17,143





Hydro 18

																Yukon Energy Corporation

																2017 – 2018 General Rate Application

																YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA 2018 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017		2018 in-year depreciation		GRA Depreciation Expense 2018

		P09-091		Concrete Work on Underside of AH1 and AH2		0		30,000		72		0		208		208

		P11-015		AH1 Tear Down & Overhaul		714,149		0		10		71,415				71,415

		P11-016		AH2 Ten Year Overhaul		633,453		0		10		63,345				63,345

		P11-018		MH2 Ten Year Overhaul 		2,127		1,657,127		10		213		82,856		83,069

		P11-019		WH1 Ten Year Overhaul 		647,774		0		10		64,777				64,777

		P11-020		WH2 Ten Year Overhaul		679,161		0		10		67,916				67,916

		P11-021		WH3 Ten Year Overhaul 		642,055		0		10		64,206				64,206

		P11-022		WH4 Ten Year Overhaul 		2,441,334		0		10		244,133				244,133

		P12-020		Mayo B Door Installation for Crane Inspection		0		100,000		55		0		909		909

		P12-024		AH3 Lifting Device 		285,234		0		30		9,508				9,508

		P12-050		AH2 Control Upgrades 		390,000		0		45		8,667				8,667

		P13-135		WH4 Spider Replacement 		1,100,000		0		85		12,941				12,941

		P14-040		Aishihik Reactor Cable Replacement		75,000		0		30		2,500				2,500

		P14-069		Canyon Lake Control Structure Refurbishment		125,000		0		72		1,736				1,736

		P14-073		AH0 - Grounding Refurbishment		45,000		0		45		1,000				1,000

		P14-076		AH0 - Hoist/Cranes		45,000		0		30		1,500				1,500

		P14-077		AH0 - TIV Automation		190,000		0		45		4,222				4,222

		P14-100		AH3 Lube Oil Pump Battery Installation		0		90,000		30		0		1,500		1,500

		P14-101		AH1 Controls Replacement		1,277,430		0		45		28,387				28,387

		P14-103		Aishihik HMI Installation		0		175,000		45		0		1,944		1,944

		P14-135		WH4 Excitation Replacement		725,000		0		85		8,529				8,529

		P14-156		Blackstart Diesel for the Wareham Dam		120,000		0		40		3,000				3,000

		P15-043		Wareham Spillway Gate Remediation		164,794		0		72		2,289				2,289

		P15-054		Dam Safety Upgrades - 2015		74,425		0		103		723				723

		P15-055		Aishihik Station Service Distribution MCC		93,000		0		45		2,067				2,067

		P15-058		Mechanical Seals on MBH1 & 2		79,000		0		30		2,633				2,633

		P16-003		MNH2 Air Emission Diffuser Support Crack		234,126		0		45		5,203				5,203

		P16-014		WH4 Draft Tube and Scroll Case Door Repairs		25,000		0		30		833				833

		P16-026		2017/18 Dam Safety recommendations 		75,000		100,000		103		728				728

		P16-029		P125 Plastic trashrack engineering review and install		50,000		0		30		1,667				1,667

		P16-044		WH0 - Local HMI/Historian Upgrade		180,000		0		45		4,000				4,000

		P16-054		MH2 Refurbishment Engineering		50,000		0		72		694				694



				Total - All Capital		11,163,061		2,152,127				678,833		87,418		766,251





Diesel 18

																Yukon Energy Corporation

																2017 – 2018 General Rate Application

																YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA 2018 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017		2018 in-year depreciation		GRA Depreciation Expense 2018

		P09-092		DD5 Bottom End Overhaul 		1,144,862		0		5		228,972				228,972

		P10-047		Kimstat Heater for FD1		0		30,000		45		0		333		333

		P11-008		Dawson Diesel DD2 - Engine Overhaul		391,948		0		5		78,390				78,390

		P11-009		WD4 Engine Overhaul - Complete		531,141		0		5		106,228				106,228

		P11-012		DD3 Engine Overhaul - Complete 		392,553		0		5		78,511				78,511

		P13-004		WD5 Engine Overhaul 		381,619		0		5		76,324				76,324

		P13-088		Faro Diesel FD7 - 16k Hours Overhaul		120,658		0		5		24,132				24,132

		P14-025		MD0 - Oil Handling System 		0		80,702		25		0		1,614		1,614

		P14-033		DD0 - HVAC		0		50,000		30		0		833		833

		P15-067		Aishihik Blackstart load review and modifications		0		75,000		40		0		938		938

		P16-024		Faro Fuel oil tank Upgrade		60,000		0		25		2,400				2,400



				Total - All Capital		3,022,780		235,702				594,956		3,718		598,674





Distribution 18

																Yukon Energy Corporation

																2017 – 2018 General Rate Application

																YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA 2018 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017		2018 in-year depreciation		GRA Depreciation Expense 2018

		P04-199		Customer Extensions		571,163		475,000		35		16,319		6,786		23,105

		P08-029		Land Management & Easement Project 		25,000		25,000		35		714		357		1,071

		P09-209		Callison Voltage Regulator Automation 				115,000		54		0		1,065		1,065



				Total - All Capital		596,163		615,000				17,033		8,208		25,241







Transmission 18

																Yukon Energy Corporation

																2017 – 2018 General Rate Application

																YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA 2018 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017		2018 in-year depreciation		GRA Depreciation Expense 2018

		P04-075		WAF Transmission Upgrades		850,000		850,000		65		13,077		4,359		17,436

		P07-047		L250 Transmission Line Upgrades		50,000		50,000		65		769		385		1,154

		P09-105		Dawson P158 T1/T2 Transformer				200,000		40				2,500		2,500

		P10-078		Substation Protection and Control Minor Upgrades		61,304		100,000		54		1,135		926		2,061

		P11-006		Aishihik RTU Replacement		25,000		0		20		1,250				1,250

		P14-020		S150 - Whitehorse Main RTU Upgrade 		125,000		0		20		6,250				6,250

		P14-027		MD0 - Batteries Charger		10,225		0		45		227				227

		P15-013		Replacement of Medium Voltage Line/Substation Breakers in S150				700,000		54				4,321		4,321

		P15-014		Replacement of High Voltage Line/Substation Breakers				650,000		54				4,012		4,012

		P15-017		Cross Arm Replacements - Snowshed (L170, L171,L177,L178)				1,000,000		35				9,524		9,524

		P15-063		L171 Gang Switch at Structure 324 (west side Champagne PT)				75,000		54				694		694

		P15-074		S167 Porcelain Insulator Change Out		51,236		0		45		1,139				1,139

		P16-018		Permitting of Transmission Line Accesses - L356		44,216		0		50		884				884

		P16-027		138kV Insulator Replacements (Transmission Line Life Extension)				750,000		54				4,630		4,630

		P16-030		Transmission System Protection Upgrades		100,000		0		54		1,852				1,852

		P16-055		Transmission Line Access		350,000		350,000		50		7,000		2,333		9,333



				Total - All Capital		1,666,981		4,725,000				33,583		33,684		67,267





Buildings 18

																Yukon Energy Corporation

																2017 – 2018 General Rate Application

																YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA 2018 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017		2018 in-year depreciation		GRA Depreciation Expense 2018

		P07-016		Safety Improvements - Blanket 		25,000		25,000		55		455		227		682

		P09-055		Minto Landing Access Road All Weather Upgrade		0		50,000		40		0		625		625

		P09-093		YEC Fall Arrest Systems		75,000		75,000		55		1,364		682		2,045

		P09-109		Security Risk Management - Blanket 		25,000		25,000		55		455		227		682

		P09-150		Office Furniture and Fixtures - Blanket		25,000		25,000		20		1,250		625		1,875

		P09-151		Printers/Scanners/Copiers/Fax Machine 		15,000		15,000		5		3,000		1,500		4,500

		P09-152		Computer Replacements		20,000		20,000		5		4,000		2,000		6,000

		P09-153		Server Replacements		25,000		25,000		5		5,000		2,500		7,500

		P09-156		IT Equipment & Software - Blanket 		25,000		25,000		5		5,000		2,500		7,500

		P09-160		Network Improvements 		50,000		50,000		5		10,000		5,000		15,000

		P09-193		Operations Tools & Equipment - Blanket		25,000		25,000		20		1,250		625		1,875

		P09-194		Eng Services Tools & Equipment - Blanket 		25,000		25,000		20		1,250		625		1,875

		P09-199		Hatchery Upgrades - Blanket 		25,000		25,000		55		455		227		682

		P09-200		Facilities Signage - Blanket 		15,000		15,000		55		273		136		409

		P10-081		Mobile Radio Replacement		5,000		5,000		20		250		125		375

		P11-063		SCADA Upgrade Program 		10,000		10,000		20		500		250		750

		P11-075		Data Storage Replacements and Additions		35,000		25,000		5		7,000		2,500		9,500

		P11-076		Enterprise System Enhancements		93,646		0		5		18,729				18,729

		P12-005		Aishihik Generator Fire Protection		0		125,000		30		0		2,083		2,083

		P13-040		Voice Repeater Site for Little Salmon Area		0		125,000		20		0		3,125		3,125

		P13-042		Voice Repeater Site for Mendenhal/Champagne		0		100,000		20		0		2,500		2,500

		P13-120		ERP Enhancement - Timekeeping Software		105,911		0		5		21,182				21,182

		P14-011		Fencing Upgrades - Various Sites		75,000		125,000		20		3,750		3,125		6,875

		P14-019		Mayo Satellite Station		0		50,000		20		0		1,250		1,250

		P14-028		MD0 - Cold Storage Building		0		30,000		55		0		273		273

		P14-070		Tailrace Road/Slope		0		209,818		72		0		729		729

		P14-074		AH0 - Intake Building Upgrades		0		10,000		55		0		91		91

		P14-081		AH0 - Exits Upgrade		0		100,000		30		0		833		833

		P14-116		AH Elevator Shaft Structural Steel Rehabilitation 		10,116,004		0		72		140,500				140,500

		P14-125		McIntyre XPPB RTU Replacement		75,000		0		20		3,750				3,750

		P14-142		Callison Cold Storage Concrete Floor		0		35,000		55		0		318		318

		P14-143		Critical Spares - System Requirement		100,000		100,000		30		3,333				3,333

		P14-159		Extractor Fans for Mayo B Hydro Plant		97,553		0		30		3,252				3,252

		P15-036		Prophix Phase 3		32,720		0		5		6,544				6,544

		P15-047		IT Network Access Controls		35,000		0		5		7,000				7,000

		P15-048		IT Community Servers		50,000		0		5		10,000				10,000

		P15-050		IT Backup System for Head Office		40,000		0		5		8,000				8,000

		P15-080		Corporate Website Redesign		50,420		0		5		10,084				10,084

		P16-011		Switchgear IR Window Install		0		55,000		55		0		500		500

		P16-017		Biennial ERP System Upgrades		0		40,000		5		0		4,000		4,000

		P16-035		Cash Flow forecasting		25,000		0		5		5,000				5,000

		P16-036		IT Backup System Refresh		50,000		0		5		10,000				10,000

		P16-038		Upgrade Prophix 11 to Prophix 12V2		40,000		0		5		8,000				8,000

		P16-052		Stewart-Minto local SCADA		0		165,000		65		0		846		846



				Total - All Capital		11,411,254		1,734,818				300,625		40,048		340,673





Transportation 18

																Yukon Energy Corporation

																2017 – 2018 General Rate Application

																YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA 2018 Fixed Asset Additions		GRA Amortization Period (in years)		GRA Depreciation Expense 2017		2018 in-year depreciation		GRA Depreciation Expense 2018

		P10-039		Vehicle Purchases		250,000		300,000		10		25,000		7,500		32,500

		P14-012		Specialized Vehicle Purchases		30,000		30,000		7		4,286		2,143		6,429

		P16-042		Dawson Derick Digger		350,000		0		20		17,500				17,500



				Total - All Capital		630,000		330,000				46,786		9,643		56,429





LNG 18

												Yukon Energy Corporation

												2017 – 2018 General Rate Application

												YUB-YEC-2-27 Attachment 1

		PID Number		Title		GRA 2017 Fixed Asset Additions		GRA Amortization Period (in years)		2018 in-year depreciation		GRA Depreciation Expense 2018

		P14-166		LNG Spares 		265,599		40				6,640



				Total - All Capital		265,599				0		6,640







