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YUKON UTILITIES BOARD 

IN THE MATTER OF the Public Utilities Act, RSY 2002, 
c. 186, as amended; and 

AND IN THE MATTER OF Yukon Utilities Board 
Order 2014-06 dated April 23, 2014; and 

AND IN THE MATTER OF the Reasons of the Yukon Utilities 
Board respecting The Yukon Electrical Company Limited's 
proposed Watson Lake bi-fuel project and related adjustments 
to Rider F, as set out in sections 1 0.8.2.1 and 4.2 of Appendix 
A to Board Order 2014-06; 

AND IN THE MATTER OF the Reasons of the Yukon Utilities 
Board respecting the treatment of the cost of living adjustment 
component of The Yukon Electrical Company Limited's 
2013-2015 pension expenses, as set out in section 5.4.1.2 of 
Appendix A to Board Order 2014-06; 

AND IN THE MATTER OF the Reasons of the Yukon Utilities 
Board respecting The Yukon Electrical Company Limited's 
allowed return on equity for 2013-2015, as set out in 
section 8.1.1 of Appendix A to Board Order 2014-06; 

AND IN THE MATTER OF the Reasons of the Yukon Utilities 
Board respecting The Yukon Electrical Company Limited's 
allowed capital structure for 2013-2015, as set out in 
section 8.1.3.1 of Appendix A to Board Order 2014-06 

APPLICATION FOR REVIEW AND VARIANCE OF BOARD ORDER 2014-06 
BY THE YUKON ELECTRICAL COMPANY LIMITED 

October 27, 2014 
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I. INTRODUCTION 

1. In Appendix A to Board Order 2014-06 (the "Board Order") regarding The 
Yukon Electrical Company Limited's ("Yukon Electrical") 1 2013-2015 Phase 1 
General Rate Application (the "GRA"), the Yukon Utilities Board ("Board" or 
"YUB"): 

(a) denied Yukon Electrical's proposals to include in rate base the capital 
costs of its proposed Watson Lake bi-fuel project2 and associated 
operations and maintenance costs and to make related changes to the 
Rider F methodology3 (the "Bi-Fuel Ruling"); 

(b) directed Yukon Electrical to reduce the cost of living adjustment ("COLA") 
component of its defined benefit ("DB") pension expense (the "COLA 
Costs") from 100 to 50 percent of CPI (up to 3%) (the "COLA Ruling");4 

(c) denied Yukon Electrical's request for a 46 basis point equity risk premium 
on top of the British Columbia Utilities Commission ("BCUC") benchmark 
return on equity ("ROE") (the "ROE Ruling"); 5 and 

(d) denied Yukon Electrical's request for a 4% increase to its common equity 
ratio (the "Equity Ratio Ruling"). 6 

(collectively, the "GRA Rulings") 

2. Yukon Electrical respectfully submits that the Board committed errors of fact, law 
and/or jurisdiction which raise substantial doubt as to the correctness of the GRA 
Rulings. Additionally, there have been fundamental changes in circumstances 
and/or facts since the Board Order that could lead the Board to alter the GRA 
Rulings. The specific errors and the new facts are discussed below. 

3. Accordingly, Yukon Electrical hereby applies, pursuant to section 62 of the Public 
Utilities Act, RSY 2002, c. 186 ("Act" or "PUA") and rule 31 of the Board's Rules 
of Practice ("Board Rules"), to review and vary the GRA Rulings. Having regard 
for the test for a review and variance ("R&V") application (as discussed below in 
Section II), Yukon Electrical submits that the Board should: 

2 

3 

4 

5 

6 

(a) vacate the Bi-Fuel Ruling (as discussed below in Section Ill); 

Yukon Electrical notes that by its April 4, 2014 filing of a Declaration of Use form with the Yukon 
Community Services' Corporate Affairs group pursuant to subsection 87(1) of the Partnership and 
Business Names Act, R.S.Y. 2002, c. 166, it is legally permitted to carry on business as 
ATCO Electric Yukon. For the purposes of this Application, however, Yukon Electrical has 
continued to refer to itself as Yukon Electrical. 
Appendix A to Board Order 2014-06, s. 1 0.8.2.1 
Appendix A to Board Order 2014-06, s. 4.2 
Appendix A to Board Order 2014-06, s. 5.4.1.2; the Board also directed Yukon Electrical to adjust 
its DB pension funding requirement forecast accordingly. 
Appendix A to Board Order 2014-06, s. 8.1.1 
Appendix A to Board Order 2014-06, s. 8.1.3.1 



2 

(b) vacate the COLA Ruling (as discussed below in Section IV); and 

(c) vary the ROE Ruling and Equity Ratio Rulings (as discussed below in 
Section V). 

II. THE R&V TEST 

4. The grounds that the Board will consider for R&V of a Board Order include: 

5. 

6. 

Ill. 

A. 

7. 

8. 

7 

8 

9 

10 

11 

12 

(a) an error in jurisdiction, fact or law; and 

(b) a fundamental change in circumstances or facts since the decision or 
order.7 

The Board uses a "two-phase system" for R&V applications. 8 The first phase is 
an "initial screening" where the applicant must establish a "prima facie case" 
sufficient to warrant full consideration by the Board. For errors, the applicant 
must show the claim or error is substantiated on a prima facie basis and the error 
has significant material implications.9 If the first phase is satisfied, the second 
phase is a review on the merits (using a process to be determined by the Board). 

Yukon Electrical submits that this Application establishes a prima facie case for 
the Rulings to be reviewed by the Board. 

THE 81-FUEL RULING 

Background 

On May 27, 2013, Yukon Electrical filed the GRA. Yukon Electrical's capital 
expenditure forecast for the test period included $735,000 of costs 10 associated 
with Yukon Electrical's Watson Lake Bi-Fuel Project (the "Bi-Fuel Project") 
Yukon Electrical's operations and maintenance expense forecast for the test 
period included $616,000 of costs associated with the Bi-Fuel Project for the 
lease of a storage and vaporization skid from ATCO Gas. 11 

The Bi-Fuel Project was described in Business Case #6 (part of the GRA). 
Further details regarding the Bi-Fuel Project were also provided in 
Yukon Electrical's responses to intervener information requests, 12 as well as 
Yukon Electrical's Updates Filing dated October 31, 2013. 

Board Rules, s. 31(1) 
Board Rules, s. 31 (3) 
Board Rules, s. 32(5) 
$363,000 for 2013 (GRA, page 9-44); $372,000 for 2014 (GRA, page 9-54) 
$88,000 for 2013, $264,000 for 2014, $264,000 for 2015 (GRA, Schedule 5.3) 
YUB-YECL-6; YUB-YECL-31; YUB-YECL-39; YUB-YECL-42; YUB-YECL-61; CW-YECL-6; 
CW-YECL-8; CW-YECL-14; LE-YECL-18; UCG-YECL-16; UCG-YECL-17; UCG-YECL-19; 
UCG-YECL-35; UCG-YECL-68; UCG-YECL-75; UCG-YECL-82; UCG-YECL-104; 
YCS-YECL-2-1; YEC-YECL-15 
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10. 

11. 

12. 

13. 

14. 

13 

14 

15 

16 
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In sum, the Bi-Fuel Project involved the modification of Watson Lake power plant 
generation units, which currently run on diesel, to a bi-fuel system that can run on 
a combination of diesel and natural gas (or just diesel). 

The reduced diesel consumption enabled by the Bi-Fuel Project was expected to 
produce environmental benefits in the form of reduced emissions of particulate 
matter, SOx, NOx and C02. The Bi-Fuel Project was also expected to result in 
economic benefits for ratepayers. Yukon Electrical's model predicted cumulative 
fuel savings beginning in 2017 and a simple project payback of 9 years. 13 The 
estimated life of the Bi-Fuel Project is 20 years. Therefore, substantial positive 
benefits to customers were expected to be derived over the life of the Bi-Fuel 
Project. 

The Bi-Fuel Project was proposed in two-phases. In Phase 1, one unit would 
undergo modifications required to permit the use of liquefied natural gas ("LNG"), 
as well as diesel fuel. If Phase 1 was successful, the remaining five units would 
also undergo similar modifications. The phased approach would allow 
Yukon Electrical, after Phase 1, to assess the condition of the modified unit and 
verify that the modifications provided reliable electricity generation while reducing 
emissions. The phased approach would also allow Yukon Electrical to confirm 
the extent of environmental benefits and reduced diesel consumption from the Bi
Fuel Project, and hence confirm the expected economic benefits to customers 
from the Bi-Fuel Project. 14 

The Bi-Fuel Project involved the use of LNG transported to Watson Lake by truck 
because natural gas is not available through direct pipeline in Watson Lake. 15 

Yukon Electrical was able to procure through competitive processes the supply 
and transportation of LNG. 16 

The use of LNG in Watson Lake required the development of an on-site LNG 
facility for storage and vaporization services. The facility would be comprised of 
on-site storage, an LNG vaporizer and controls, a natural gas odourizer, and 
metering and safety systems. 

Yukon Electrical determined that it would be prudent to obtain the storage and 
vaporization services - i.e. the LNG facility equipment, and related operations 
and maintenance services - through a lease arrangement with ATCO Gas, 
rather than purchasing the equipment outright and otherwise obtaining the 
related operations and maintenance services. ATCO Gas was selected because 
a competing lease provider was not in the market when the Bi-Fuel Project was 
being developed (in 2012). Notably, there was very little long-term cost difference 
(from a revenue requirement perspective) between the lease structure and a 
purchase structure, and the lease also offered additional benefits that included: 

(a) avoiding an upfront capital commitment in the LNG Facility; 

YUB-YECL-42(a) 
Business Case #6, page 2 
Business Case #6, page 2 
Business Case #6, page 2; CW-YECL-8(c) 
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(b) allowing Yukon Electrical to exit the project if Phase 1 was not successful 
(without having invested the full capital in the LNG Facility); 

(c) providing cost certainty in relation to LNG Facility services costs, allowing 
the project to achieve fuel cost savings; 

(d) allowing Yukon Electrical to obtain the LNG Facilities and related services 
from an inclusive expert provider of natural gas rather than a consortium 
of consultants and equipment and service providersY 

15. In connection with the Bi-Fuel Project, Yukon Electrical also proposed changes to 
its Rider F methodology (to account for the addition of LNG capability on 
Yukon Electrical's diesel units in Watson Lake to bi-fuel). 18 

16. In the Board Order, the Board cited two concerns in connection with the Bi-Fuel 
Ruling, namely: 

(a) the Board questioned the lease costs because of the lack of a competitive 
tender process for the storage and vaporization services; and 

(b) the Board appeared to question the forecasted nine-year Bi-Fuel Project 
payback based on the lack of competition in the LNG supply market. 19 

17. The Board also recognized, however, that the Bi-Fuel Project "has the potential 
to be viable in the future".20 

8. Grounds for R&V 

18. As explained below, Yukon Electrical submits that the Board should reconsider 
the Bi-Fuel Ruling because of fundamental changes in circumstances or facts 
that have occurred since the Board Order. 

19. Specifically, the LNG market has developed sufficiently to enable: 

17 

18 

19 

20 

(a) validation of the Bi-Fuel Project lease costs using competitive tendering, 
which demonstrates that the Bi-Fuel Project costs are at fair market value; 
and 

(b) a more conclusive understanding of how the benefits of the Bi-Fuel Project 
will be assessed and determined, as evidenced by the Board's 
recommended approval of the Yukon Energy Corporation ("YEC") 
Whitehorse Diesel to Natural Gas Conversion Project ("YEC Project"). 

YUB-YECL-6(i); CW-YECL-8; Yukon Electrical Written Argument, paragraphs 109-110 
Appendix A to Board Order 2014-06, page 19, section 4.2 
Appendix A to Board Order 2014-06, page 82 
Appendix A to Board Order 2014-06, page 61 
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i. Developments in the LNG supply infrastructure market have allowed 
Yukon Electrical to validate Bi-Fuel Project costs 

20. The LNG supply infrastructure market in Western Canada was at a relatively 
nascent stage of development when Yukon Electrical began developing the Bi
Fuel Project in 2012. For example, when Yukon Electrical was responding to 
intervener information requests, "[a] competing lease provider [for the LNG 
storage and vaporization services] was not in the market". 21 The market has 
evolved since that time. Most significantly, several competing providers of LNG 
storage and vaporization services are now active in the market. 

21. The evolution of the market has enabled Yukon Electrical to conduct a robust 
competitive tender process to evaluate alternatives to the lease option for the Bi
Fuel Project. Yukon Electrical retained Jenmar Concepts ("Jenmar"), an 
independent expert engineering firm, as an independent third party to provide 
management and development of a competitive tender process for the LNG 
storage and vaporization services/equipment required for the Bi-Fuel Project, as 
well as to assist with the evaluation the bids received through that process. 
Among other things, Jenmar assisted with the development of the actual bid 
process, the bid documents and the evaluation criteria and associated weightings 
for the assessment of bids received through the process. 

22. The bid process consisted of the following: 

21 

(a) On June 10, 2014, a request for information was issued to thirteen 
potential bidders; 

(b) On July 9, 2014, a request for proposals was issued to fourteen potential 
bidders; 

(c) Bids were to be evaluated based on the following criteria: 

(i) Experience and Ability (What level of experience and ability does 
the bidder possess in executing similar or related projects?)- 1 0%; 

(ii) Technical Proposal (Does the bidder have a good understanding of 
the technical requirements? Does the technical proposal meet the 
requirements as specified? Has the bidder provided a full 
description of its technical proposal as specified in the request for 
proposal?)- 1 0%; 

(iii) Maintenance and Support (How much skill and experience does the 
bidder have in maintaining and supporting the operation of small 
LNG facilities? How much Canadian experience is possessed? 
What is the level of service and capability being offered?) - 20%; 
and 

CW-YECL-8( d) 
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(iv) Cost (What is the bidder's overall cost, including installed 
equipment cost and expected 10 year maintenance cost of the 
facility? The lowest cost proposal was deemed the benchmark and 
received the full weighting for this criteria, while the higher cost 
proposals were awarded a prorated value based on the percentage 
difference over the benchmark cost.)- 60%; 

(d) On July 30, 2014, proposals were received from three bidders: ATCO Gas 
as well as two unrelated parties, Bidder Band Bidder C; 22 

(e) On August 25, 2014, a request for additional information regarding the 
annual maintenance costs was sent to the three bidders; replies were 
received on August 29, 2014. 

23. A summary of the three proposals is provided in Table 1: 

22 

Table 1 -Summary of LNG Storage and Vaporization Equipment Bid Proposals Received 

Description ATCO Gas Bidder B Bidder C 

Offering Summary Equipment Sales & Equipment Sales & Equipment Sales & 
Turn-Key Installation Turn-Key Installation Turn-Key Installation 
-Civil, Mechanical -Civil, Mechanical -Civil, Mechanical 
and Electrical and Electrical and Electrical 
Complete Complete Complete 

Overall Evaluation of Excellent Excellent Excellent 
Technical Proposal 

Total Installed $2,025,100 $2,700,500 $2,446,837 
Construction/Capital 
Cost 

Schedule Equipment delivery in Operational by Operational by 
9 weeks. Installation August 13, 2015 August 24, 2015 
during 2015 
construction season. 

Leasing 

Leasing Option Yes No No 

Lease Term 20 years n/a n/a 

Lease Cost $22,000 per month n/a n/a 

Cost Adjustments CPI (Bank of n/a n/a 
Canada) adjustments 
after 1st year 

Certain commercially sensitive information (e.g. the identity of bidders and bid pricing) has been 
excluded from this Application as it was provided to Yukon Electrical in confidence pursuant to 
the terms of the bid process, and it is Yukon Electrical's understanding that public disclosure of 
that information would likely result in material prejudice to the competitive position of those 
bidders as well as material prejudice to Yukon Electrical's ability to conduct future competitive bid 
processes. 
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Description ATCO Gas Bidder B Bidder C 

Maintenance 

Scheduled Interval quarterly quarterly quarterly 

10 Year Maintenance $448,938 $1,650,000 $1,320,000 
Cost 

24. The bids were evaluated by Jenmar and Yukon Electrical using the pre-selected 
criteria as summarized in Table 2: 

Table 2- Evaluation of LNG Storage and Vaporization Equipment Bid Proposals 

Criteria ATCO Gas Bidder B Bidder C 

Experience and Ability 6 10 10 

Technical Proposal 10 10 10 

Maintenance and 14 20 18 
Support 

Cost 60 34 39 

Total Score 90 74 77 

25. The results of the competitive tender process show that procuring the equipment 
from ATCO Gas is the most economic option available for Yukon Electrical to 
obtain the storage and vaporization services. In Attachment 1 to this Application, 
Yukon Electrical has provided a cumulative present value model comparing the 
cost of leasing versus purchasing the equipment from ATCO Gas over a ten year 
period. The present value of the purchase option is slightly lower ($1 ,826,424) 
than the present value of the lease option ($1 ,859, 113) over ten years. Further 
into the future, the present value of the purchase option would continue to be 
even more favorable to the leasing option. 

26. Yukon Electrical had originally proposed in its GRA to lease the equipment for 
Watson Lake as, at the time the project was originally planned, there was no 
competitive market for LNG equipment and services and Yukon Electrical did not 
know if such equipment could be re-sold if the project was not successful. 
However, the circumstances in the market have changed and now, numerous 
LNG projects are under development. Comparing the cost of purchasing 
equipment based on the competitive supply and install bids versus the one lease 
bid received, Yukon Electrical now believes that it is advantageous to ratepayers 
to purchase rather than lease the equipment. As well, as a result of the 
development of the market, Yukon Electrical is now confident that it would be 
able to re-sell the storage and vaporization equipment if the project did not 
proceed past the pilot stage. However, the lease option is still available, though 
at a slightly greater 10 year cost, if the Board is does not agree that purchasing 
the equipment is the best option. 
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27. In Yukon Electrical's submission, this fundamental change in circumstances or 
facts fully addresses the Board's first concern with respect to the Bi-Fuel Project 
(i.e. the concern regarding the Bi-Fuel Project lease costs). 

ii. The benefits of the Bi-Fuel Project are now better understood 

28. On the face of the Board Order, the lack of competition in the LNG supply market 
at the time of the GRA appears to have created uncertainty with respect the 
economic benefits of the Bi-Fuel Project. More specifically, the Board appears to 
have questioned whether the forecasted nine-year simple Bi-Fuel Project 
payback period would materialize. 

29. However, on May 14, 2014, the Board issued its Report on the YEC Project (the 
"YEC Project Report"), 23 in which the Board recommended that the Yukon 
Minister of Justice approve the YEC Project. 

30. The YEC Project involves the replacement of two diesel-generating units at 
YEC's Whitehorse thermal generation station with up to three new modular 
natural gas-fired generating units supplied by LNG, and the installation of an 
LNG facility at the station (similar to the one required in relation to 
Yukon Electrical's Project), with an estimated capital cost of $38.8 million.24 

Notably, YEC proposed to obtain LNG supply from the FortisBC plant in Delta, 
BC25

- the same source Yukon Electrical proposed to use for its Bi-Fuel Project. 

31. In the YEC Project Report, the Board (among other things): 

23 

24 

25 

26 

(a) accepted evidence that showed the continuation of a spread of prices 
between crude oil and natural gas, and by extension, between the price of 
diesel and LNG; 

(b) recognized that although the continuance of a crude oil and natural gas 
price spread may not be guaranteed, the risk of the spread closing is low; 

(c) found that while gas prices may be volatile, there is no evidence showing 
the elimination of the oil-gas price spread nor any evidence indicating that 
oil prices are any more stable than gas prices, or more particularly, LNG 
and diesel prices; 

(d) accepted that further potential savings on LNG transportation costs if it is 
supplied from LNG facilities proposed to be developed in locations closer 
to Whitehorse than Delta, BC (such as Dawson Creek or Fort Nelson); 26 

YUB Report to Yukon Minister of Justice - Yukon Energy Corporation for Energy Project 
Certificate And Energy Operation Certificate Regarding the Proposed Whitehorse Diesel to 
Natural Gas Conversion Project (May 14, 2014) ("YEC Project Report") 
YEC Project Report, page 2 
YEC Project Report, page 19 
YEC Project Report, page 25 
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(e) accepted the likelihood of more LNG facilities coming on-stream in the 
near term that would provide additional LNG supply options for use in the 
Yukon;27 and 

(f) accepted YEC's forecast assumptions in finding that the YEC Project 
would result in savings to customers of $700,000 in 2016, increasing to 
$2.1 million by 2018.28 Thus, the new evidence and facts that were 
adduced during the YEC Project proceeding allowed the Board to make a 
conclusive determination on the potential economic benefits to ratepayers 
of the YEC Project and to recognize the ongoing development the LNG 
supply market. 

32. In Yukon Electrical's submission, these new considerations warrant 
reconsideration of the Bi-Fuel Project by the Board. When the Bi-Fuel Project is 
evaluated using the same circumstances and considerations applied to the YEC 
Project, the benefits of the Bi-Fuel Project are more certain, and are greater. 

33. In Attachment 2 to this Application, Yukon Electrical has provided an updated 
economic model for the Bi-Fuel Project, using the same assumptions that were 
used by YEC for the YEC Project and accepted by the Board in the YEC Project 
Report. The model forecasts net savings to ratepayers arising from the Bi-Fuel 
Project of $2.4 million for the period 2015-2019. Attachment 2 thus demonstrates 
that the Bi-Fuel Project will result in significant benefits to customers based on 
the assumptions that have recently been accepted by the Board. 

34. The following comparison of Yukon Electrical's Bi-Fuel Project with the YEC 
Project demonstrates that approval of the Bi-Fuel Project is appropriate in light of 
the Board's approach in the YEC Project Report: 

27 

28 

29 

30 

31 

Table 3- Comparison of Yukon Electrical Bi-Fuel Project to YEC Project 

Yukon Electrical Bi-Fuel Project 

Savings to customers of $0.3 million in 2016, 
increasing to $0.7 million by 2018 

Total capital cost of $2.85 million (includes the 
purchase of storage and vaporization from 
ATCO Gas)30 

Plan to source LNG from Tilbury FortisBC 
Plant, with option to obtain from newer facilities 

All costs (including LNG supply, transportation 
and storage and vaporization) 
tendered 

YEC Project Report, page 28 
YEC Project Report, page 48 
Ibid. 

competitively 

YEC Project 

Savings to customers of $0.7 million in 2016, 
increasing to $2.1 million by 201829 

Total capital cost of $38.8 million 31 

Plan to source LNG from Tilbury FortisBC 
Plant, with option to obtain from newer facilities 

All costs (including LNG supply, transportation 
and storage and vaporization) competitively 
tendered 

$90,000 for 2012 (GRA, page 9-35); $363,000 for 2013 (GRA, page 9-44); $372,000 for 2014 
(GRA, page 9-54); purchase of storage and vaporization equipment of $2,025,100 (paragraph 23) 
YEC Project Report, page 2 
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Yukon Electrical Bi-Fuel Project YEC Project 

Enables use of natural gas to reduce No optionality for reliance on diesel if LNG not 
emissions, but retains optionality for reliance available or diesei-LNG spread closes 
on diesel if LNG not available or diesei-LNG unexpectedly 
spread closes unexpectedly 

35. Yukon Electrical remains committed to the Bi-Fuel Project and continues to 
believe that the Bi-Fuel Project will result in material environmental benefits for 
the community of Watson Lake as well as economic benefits for ratepayers. In 
Yukon Electrical's submission, the changes in circumstances and facts since 
Board Order 2014-06 fully address the two reasons cited by the Board for the 
Bi-Fuel Ruling. Having regard for current circumstances, the substantial benefits 
of the Bi-Fuel Project for ratepayers are readily apparent. 

36. Accordingly, Yukon Electrical respectfully requests that the Board: 

(a) vacate the Bi-Fuel Ruling; 

(b) allow Yukon Electrical to include in rate base the capital costs and 
associated operations and maintenance costs of the Bi-Fuel Project; and 

(c) approve the related changes the Rider F methodology proposed by 
Yukon Electrical (as outlined in section 4.2 of the Appendix A to the Board 
Order). 

IV. THE COLA RULING 

A. Background 

37. 

38. 

39. 

32 

i. The COLA Ruling 

The COLA Costs were not put in issue during the written evidentiary portion of 
the GRA proceeding. No intervener asked any information requests regarding the 
appropriateness of inclusion of the full COLA Costs in rates, nor did any 
intervener file any evidence to support a claim that the full COLA Costs were 
unreasonable or imprudent. 

The first indication that a party would advocate for the disallowance of some of 
the COLA Costs occurred during cross-examination, when counsel for the City of 
Whitehorse asked Yukon Electrical to provide an estimate of Yukon Electrical's 
DB pension special funding payments using an actuarial assumption of 50% of 
CP1.32 

Yukon Electrical gave an undertaking in response to that question, and later 
provided Response to Undertaking #3 in fulfillment of that undertaking. Because 
no party had previously suggested disallowance of the CO LA Costs, 
Yukon Electrical provided additional new evidence in Response to 

Yukon Electrical2013-2015 GRA Proceeding Transcript Volume 1, page 84, lines 3-7 
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Undertaking #3 (collectively, the "New Pension Evidence") demonstrating the 
reasonableness and prudence of the full COLA Costs and supporting inclusion of 
the full COLA Costs in rates. Specifically, the New Pension Evidence 
demonstrated the prudency of the full COLA Costs by: 

(a) showed that Yukon Electrical would be required by law to pay the full 
COLA Costs (i.e. COLA based on 100% of CPI up to 3%); and 

(b) demonstrated the prudency of the full COLA Costs by: 

(i) showing that a COLA based on 100% of CPI was consistent with 
the COLA awarded by other employers in the Yukon such as the 
Yukon Government and YEC; and 

(ii) providing an independent, market-based assessment prepared by 
Mercer (Canada) Limited of total compensation (including pension 
compensation) paid by the ATCO Utilities, including 
Yukon Electrical, demonstrating that Yukon Electrical's total 
compensation is generally market competitive but fell 3% short of 
Target Total Remuneration i.e. was below median 
compensation) (the "Mercer Comp Study"). 

40. In Final Argument, the City of Whitehorse requested that the Board "only include 
pension funding based on 50% of CPI for the forecast period."33 The City's 
request in that regard was based solely on the determinations of the Alberta 
Utilities Commission ("AUC") in Decision 2011-391 34 (and the review and appeal 
decisions relating to that decision).S5 Notably, the AUC's determinations were 
concerned solely with the Alberta ATCO Utilities' 2012 COLA expenses, not 
Yukon Electrical's 2013-2015 COLA Costs. The AUC's determinations for 2012 
were also rendered without the Mercer Camp Study, or equivalent evidence. 

41. The New Pension Evidence was unchallenged, both in evidence and in 
argument. No evidence was put on the record of the Yukon Electrical GRA 
proceeding to suggest that the COLA Costs would be imprudent. 

42. Notwithstanding that, the Board accepted the City of Whitehorse's argument and 
made the COLA Ruling, disallowing the COLA Costs. The only rationale provided 
by the Board for the COLA Ruling was the following: 

33 

34 

35 

The Board notes CW's submissions that the YECL's COLA adjustment is not in 
keeping with the Alberta Utilities Commission decision discussed at length 
above. Considering that the findings of the Commission on COLA adjustment are 
on the same pension plan in question in this proceeding, the Board reduces the 
COLA adjustment from 100 percent to 50 percent and orders YECL to adjust its 

Final Argument of the City of Whitehorse, paragraph 18 
AUC Decision 2011-391, ATCO Utilities 2011 Common Pension Matters (September 27, 2011) 
("Decision 2011-391 ") 
Final Argument of the City of Whitehorse, paragraph 18 
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defined benefit pension funding requirement forecast accordingly and to reflect 
these findings in the compliance filing. 36 

43. Based on current forecasts of pension funding requirements, the COLA Ruling 
will have a material impact on Yukon Electrical, as it would result in a 
disallowance of $1,937,00037 of Yukon Electrical's costs over the GRA test 
period. 

44. 

45. 

46. 

47. 

48. 

36 

37 

ii. AUC Decision 2011-391 

Given the COLA Ruling's reliance on AUC Decision 2011-391, it is also important 
to understand the full context of that decision. 

Yukon Electrical's parent company, Canadian Utilities Limited ("CU"), sponsors 
two pension plans (the "CU Pension Plans"): Plan 1 (defined benefit and defined 
contribution) (the "CU Pension Plan 1") and Plan 2 (defined benefit only) (the 
"CU Pension Plan 2"). Employees of the Alberta ATCO Utilities participate in 
CU Pension Plan 1, while Yukon Electrical employees who are members of the 
defined benefit plan participate in CU Pension Plan 2. CU exercises its oversight 
responsibilities for both CU Pension Plans through a Board committee (the 
"Pension Plan Administrator"). 

The only difference between CU Pension Plan 1 and CU Pension Plan 2 is 
related to the regulation of the two plans. CU Pension Plan 1 is registered in 
Alberta and, accordingly, is governed by the Alberta Employment Pensions Plans 
Act and administered and enforced by the Office of the Alberta Superintendent of 
Pensions in the Employment Pensions Branch in Alberta Treasury Board and 
Finance. CU Pension Plan 2 is registered federally and, accordingly, is governed 
by the Pensions Benefits Standards Act, 1985 and administered and enforced by 
the Office of the Superintendent of Financial Institutions ("OSFI"). 

Yukon Electrical has no control over management of the CU Pension Plans (nor 
do the ATCO Utilities). The CU Pension Plans are also the subject to a variety of 
fiduciary and legal obligations. The assets of each CU Pension Plan are pooled 
between the participating companies, and the balance sheet and funding 
requirements for each plan are determined on an aggregated basis. Costs for CU 
Pension Plan 2 are allocated to Yukon Electrical based on the proportion of its 
member liabilities. 

From 1996 to the end of 2006, CU Pension Plan 2 was in a surplus position. As a 
result, Yukon Electrical was not required to make employer contributions during 
this time. Plan members continued to make individual contributions throughout 
this period. Yukon Electrical's ratepayers were the sole beneficiary of the 
contribution holiday over this entire period, as no amounts relating to pension 
costs were needed to be collected from customers through rates. 

Board Order 2014-06, Appendix A, s. 5.4.1.2 
$589,000 for 2013, $674,000 for 2014, $674,000 for 2015 (Compliance Filing, Page 9 of 16) 
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50. 

51. 

52. 

53. 

54. 

38 

39 

40 

41 

42 
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On July 10, 2009, the ATCO Utilities filed an application with the AUC to address 
their funding obligations to CU Pension Plan 1. In the resulting decision, Decision 
2010-189,38 the AUC approved the funding request, but noted that CU Pension 
Plan 1 included a provision that requires the CU Pension Plan Administrator to 
determine an annual amount for the COLA, subject to a 3% per annum ceiling. 39 

In Decision 2010-189, the AUC indicated that a change to the practice regarding 
the annual COLA amount represented a possible means of mitigating the CU 
Pension Plan 1 deficit (so as to reduce the amounts ultimately collected from 
ratepayers). The AUC stated that it intended to investigate the possibility of 
adjusting COLA as a mechanism to manage increased utility pension expense. 
While approving the pension expenses considered in Decision 2010-189, the 
AUC directed the ATCO Utilities to file a 2011 pension application and, in doing 
so, address certain issues relating to a potential COLA adjustment.40 

On December 15, 2010, the ATCO Utilities filed the 2011 Pension Common 
Matters Application. That application was in response to the direction of AUC in 
Decision 2010-189. In that application, the ATCO Utilities presented evidence 
that the CU Pension Plan 1 costs were below the median when compared to 
other utilities, and that overall compensation inclusive of pension benefits was 
also at or below labour market comparables. With respect to COLA specifically, 
the evidence presented by Mercer indicated that only one of the twelve members 
of the comparator group had a COLA level as low as 50%. In fact, none of the 
members of the comparator group set a maximum cap for COLA as low as 3%. 

On September 27, 2011, the AUC issued Decision 2011-391. The AUC denied 
recovery of the full amounts which were determined by the CU Pension Plan 
Administrator to be necessary by reducing the COLA portion of pension 
expenses to 50% of CPI, instead of 100% of CPI, to a maximum of 3% as 
previously allowed. 

The ATCO Utilities filed a R&V application in relation to Decision 2011-391. On 
March 22, 2012, the AUC issued Decision 2012-07741 wherein it denied that R&V 
Application. In denying the R&V application the AUC acknowledged that it had 
made no determination concerning the prudence of the Pension Plan 
Administrator's determination regarding the COLA amount for the CU Pension 
Plan. 42 · 

On September 23, 2013, the Alberta Court of Appeal dismissed the 
ATCO Utilities' appeal from AUC Decision 2011-391 (the "Alberta Pension 

AUC Decision 2010-189: ATCO Utilities- Pension Common Matters (April 30, 201 0) 
AUC Decision 2010-189, paragraphs 107-108 
AUC Decision 2010-189, paragraphs 116-124 
AUC Decision 2012-077: ATCO Utilities (ATCO Gas, ATCO Pipelines, and ATCO Electric Ltd.)
Decision on Request for Review and Variance of AUC Decision 2011-391 ATCO Utilities 2011 
Pension Common Matters (March 22, 2012) 
AUC Decision 2012-077, paragraph 42 
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Appeal"). 43 However, on April 10, 2014, the Supreme Court of Canada ("SCC") 
granted leave to appeal from the Alberta Pension Appeal. 44 The appeal (the 
"SCC Pension Appeal") is scheduled to be heard by the SCC in 
December 2014, and a decision of the SCC is anticipated in 2015. 

B. Grounds for R&V 

55. Yukon Electrical respectfully submits that the Board should reconsider the COLA 
Ruling because it was premised on errors of fact, law and/or jurisdiction which 
raise substantial doubt as to the correctness of the COLA Ruling. Specifically, in 
denying the COLA Costs: 

(a) the Board committed errors of law or jurisdiction by failing to consider the 
prudency of those costs and the presumption of prudence; 

(b) the Board committed an error of law or jurisdiction by failing to assess the 
prudence of the COLA Costs independently of the potential impact on 
ratepayers; and 

(c) the Board committed an error of law by overlooking the New Pension 
Evidence. 

56. Each of those points is explained below in Subsection IV.B.i through IV.B.iii, 
respectively. Following that, the significant material implications of the errors 
underlying the COLA Ruling are discussed in Subsection IV.B.iv. 

57. 

43 

44 

45 

46 

i. The Board committed errors of law or jurisdiction by failing to consider 
the prudency of those costs and the presumption of prudence 

A utility has a common law right to recover its prudently incurred costs. 45 There is 
also a well established "presumption of prudence", under which a utility's costs 
are considered prudent unless evidence to the contrary on the record exists. 46 

ATCO Gas and Pipelines Ltd. and ATCO Electric Ltd. v. Alberta (Utilities Commission), 2013 
ABCA 310 
ATCO Gas and Pipelines Ltd. and ATCO Electric Ltd. v. Alberta Utilities Commission and Office 
of the Utilities Consumer Advocate of Alberta, Case No. 35624 (April 10, 2014) 
The Alberta Court of Appeal has ruled that the rate-setting tribunal in Alberta must "ensure that 
the utility has a reasonable opportunity to recover its costs, providing they are prudent": 
ATCO Electric Ltd. v. Alberta (Energy and Utilities Board), 2004 ABCA 215, para. 131. In 
Enbridge Gas Distribution Inc. v. Ontario (Energy Board), [2005] O.J. 756 (S.C.J.), at para. 8, the 
Ontario Superior Court of Justice held: "Essentially, a utility is entitled to recover its prudently 
incurred costs". The decision was reversed on appeal on other grounds; however, the Ontario 
Court of Appeal confirmed that the utility was entitled to recover its prudently incurred costs: 
[2006] O.J. No. 1355 (C.A.), at para. 11; leave to appeal ref'd [2006] S.C.C.A. No. 208. See also: 
Natural Resource Gas Ltd. v. Ontario (Energy Board), [2006] O.J. No. 2961 (Ont. C.A.); 
TransCanada PipeLines Ltd. v. Canada (National Energy Board), 2004 FCA 149, at para. 32. 
See e.g. A TCO Electric Ltd. v. Alberta (Energy and Utilities Board), 2005 ABCA 122, at para. 66 
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58. The appropriate approach to prudence was summarized by the Ontario Court of 
Appeal in 2006 in Enbridge Gas Distribution Inc. v. Ontario (Energy Board): 47 

10 The approach of the OEB to the "prudence" inquiry is captured in the 
following extract from its reasons: 

While the parties described it in somewhat varying terms, in the Board's 
view they were in substantial agreement on the general approach the 
Board should take to reviewing the prudence of a utility's decision. 

The Board agrees that a review of prudence involves the following: 

Decisions made by the utility's management should generally be 
presumed to be prudent unless challenged on reasonable 
grounds. 

To be prudent, a decision must have been reasonable under the 
circumstances that were known or ought to have been known to 
the utility at the time the decision was made. 

Hindsight should not be used in determining prudence, although 
consideration of the outcome of the decision may legitimately be 
used to overcome the presumption of prudence. 

Prudence must be determined in a retrospective factual inquiry, 
in that the evidence must be concerned with the time the 
decision was made and must be based on facts about the 
elements that could or did enter into the decision at the time. 

11 Neither the Divisional Court nor either party to this appeal takes issue 
with the correctness of the above quoted passage from the OEB's reasons. The 
"prudence" inquiry described by the Board has two stages. At the first stage, the 
decision of Enbridge is presumed to have been made prudently unless those 
challenging the decision demonstrate reasonable grounds to question the 
prudence of that decision. At the second stage of the inquiry, reached only if the 
presumption of prudence is overcome, Enbridge must show that its business 
decision was reasonable under the circumstances that were known to, or ought 
to have been known to, Enbridge at the time it made the decision. [Emphasis 
added] 

59. Section 3 of the Rate Policy Directive (1995) annexed to Yukon O.I.C. 1995/090 
("OIC 1995/090") states: 

60. 

47 

Except to the extent otherwise stated by this Directive or the Act, the Board must 
review and approve rates in accordance with principles established in Canada for 
utilities, including those principles established by regulatory authorities of the 
Government of Canada or of a province regulating hydro and non-hydro electric 
utilities. 

A utility's right to recover its prudently incurred costs, and the presumption of 
prudence, are principles that are well established in Canada for utilities. As noted 
above, those principles have been recognized by appellate courts in numerous 

Enbridge Gas Distribution Inc. v. Ontario (Energy Board), [2006] O.J. No. 1355 (C.A.), at 
paras. 10-11 



61. 

62. 

63. 

64. 

48 

49 

50 

16 

Canadian jurisdictions,48 as well as regulatord' authorities of the Government of 
Canada49 and the provinces across Canada. 5 Accordingly, pursuant to section 3 
of the OIC 1995/090, the Board is legally required to review and approve 
Yukon Electrical's rates in accordance with those principles. The COLA Ruling, 
however, was made without regard for those principles. 

The Board does not appear to have considered whether the COLA Costs were 
prudently incurred. In the Board Order, the Board did not discuss the prudency of 
the COLA Costs, and the Board made no determination or finding on prudence 
(whether on the part of Yukon Electrical or the CU Pension Plan's administrator). 

Also, the Board did not discuss the presumption of prudence, and made no 
determination or finding that would allow for it to disregard that presumption. 

Rather, the COLA Ruling relied on determinations of the AUC in 
Decision 2011-391. The AUC made no determination or finding on prudence in 
Decision 2011-391, however. Decision 2011-391 does not once mention the 
concept of prudence in its analysis or conclusion. Additionally, and as noted 
above, in Decision 2012-077 the AUC recognized that it made no determinations 
in Decision 2011-391 regarding the prudency of the CU Pension Plan 
Administrator's determination regarding the CU Pension Plan COLA expenses. 
Furthermore, AUC Decision 2011-391 did not deal with the period 2013 - 2015 
covered by the current GRA. Rather, Decision 2011-391 dealt with the 2012 test 
year and the pension costs related to that time period. As such, the findings of 
the AUC are not applicable to the specific period covered by the application that 
is currently before this Board. In this regard, it is of note that the AUC is currently 
considering a separate ATCO Utilities 2013 Pension Application, which has 
provided extensive new evidence to address the perceived shortcomings that led 
to Decision 2011-391. The ATCO Utilities are seeking COLA equal to 100% of 
CPC, to a maximum of 3%, for 2013 based on the evidence filed in this ongoing 
proceeding. 

Before disallowing any portion of the COLA Costs, the Board was legally required 
to consider the prudency of those costs. The Board was also required to apply 
the presumption of prudence to those costs. The Board did neither. 
Consequently, Yukon Electrical respectfully submits that the Board erred in law 
or jurisdiction by issuing the COLA Ruling. 

See footnote 44 above 
See e.g. National Energy Board Reasons for Decision RH-2-2004, TransCanada Pipelines 
Limited Phase 1 (September 2004), page 34; National Energy Board Reasons for Decision RH-2-
97, Westcoast Energy Inc. Tolls for 1997 to 2001 (August 2007), page 14 
See e.g. AUC Decision 2008-113, ATCO Gas 2008-2009 General Rate Application Phase 1 (13 
November 2008), at paras. 48-49; British Columbia Utilities Commission Order G-36-12 regarding 
FortisBC Inc. Kettle Valley Distribution Source Project Commission Order C-5-06 for A Stage 2 
Prudency Expenditure Inquiry Under Sections 59 and 60 of the Utilities Commission Act (12 
March 2012); Ontario Energy Board Decision EB-2011-0432 (2 March 2012); Ontario Energy 
Board Decision RP-2001-0032 (December 13, 2002), at s. 3.2 
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65. The prudence issues raised by the COLA Ruling are essentially identical to those 
that will be considered by the SCC in the SCC Pension Appeal. 51 This fact alone, 
in Yukon Electrical's submission, supports finding a prima facie case of error in 
relation to the COLA Ruling. 

66. Accordingly, Yukon Electrical respectfully submits that the Board should proceed 
to the second phase of the R&V process and convene a review of the COLA 
Ruling on the merits. In the interests of efficiency, however, Yukon Electrical 
would propose that any second phase review of the COLA Ruling for R&V 
purposes be adjourned pending the release of the SCC's decision in the SCC 
Pension Appeal. 

67. 

68. 

51 

52 

ii. The Board committed an error of law or jurisdiction by failing to assess 
the prudence of the COLA Costs independently of the potential impact 
on ratepayers 

In Yukon Electrical's submission, it is an error of law to consider ratepayer 
impacts when assessing the prudence of a utility's costs. In TransCanada 
Pipelines Ltd. v. Canada (NEB) ("TransCanada"), 52 the Federal Court of Appeal 
affirmed that where a regulator adopts a cost of service methodology, the 
prudent costs of service must be based on evidence, independent of the potential 
impact on rates. In that decision, Rothstein J.A. (now of the Supreme Court of 
Canada) agreed that "the impact of any resulting toll increase on customers or 
consumers is an irrelevant consideration" in determining what in, that case, was 
the cost of equity capital. Rather, there is a two-stage approach to setting just 
and reasonable rates, the first of which is the assessment of prudence. The 
impact on rates is then assessed on the second part of the just and 
reasonableness analysis in how rate increases, if any, are addressed. 

It is clear from Decision 2011-391 (as well as Decision 201 0-189) that the AUC's 
purpose in excluding from rates a portion of the Alberta ATCO Utilities' 2012 
COLA expenses was to minimize the rate impact on Alberta ratepayers of the 
then current CU Pension Plan 1 deficit. 

The A TCO Utilities sought - and were granted - leave to appeal to the Supreme Court of 
Canada from the Alberta appeal decision on the ground that the Alberta Court of Appeal "erred in 
upholding the AUC Decision in determining whether the ATCO pension COLA costs were 
prudently incurred", and that "the Court's error was in endorsing a regulatory approach which: (i) 
[f]ailed to consider and apply the presumption of prudence to the COLA costs; (ii) [a]ssessed the 
prudence of costs based on factors at the time of the rate application, rather than when the cost 
decision was made; and (iii) conflated the tests for recovery of prudently incurred costs and the 
setting of just and reasonable rates, and failed to assess prudence independently of the potential 
impact on ratepayers." 
TransCanada PipeLines Ltd. v. Canada (National Energy Board), 2004 FCA 149 [TransCanada], 
at para. 35; see also YEC-YECL-13(a) Attachment 1 (British Columbia Utilities Commission Order 
G-75-13, Generic Cost of Capital Proceeding (Stage 1) Decision (May 10, 2013), at pages (i) 12 
[BCUC Order G-75-13] (where the British Columbia Utilities Commission determined that it does 
not consider rate impacts on ratepayers in determining a utility's fair return)); The Honourable 
J.C. Major and R. Priddle, "The Fair Return Standard for Return on Investment by Canadian Gas 
Utilities: Meaning, Application, Results, Implications" March 2008, at pages 9-10, online: 
Canadian Gas Association (accessed July 14, 2014) 
http://www.cga.ca/resources/publications/policy-papers/ [Major and Priddle] 
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69. First, at paragraphs 77 and 78 of Decision 2011-391, the AUC commenced its 
reasons with the statement that the CU Pension Plan 1 had an unfunded liability 
of $157.1 million (which required annual special payments starting in 201 0) and 
the financial position of the plan had not improved as of December 31, 2010. 

70. The AUC then went on to re-characterize the importance of an unfunded liability 
in terms of setting the COLA amount. Specifically, in paragraph 79 the AUC 
focused on the fact that the financial position of the CU Pension Plan 1 is one of 
the factors to consider in setting COLA None of the other factors relevant in 
setting COLA were mentioned, however. 

71. In the remainder of its reasons, the AUC also focused its discussion on the 
unfunded liability. More specifically, the AUC noted that a change in actuarial 
assumptions, including COLA amounts, would impact the unfunded liability 
amount, 53 and that such a change was warranted in the case of the Alberta 
ATCO Utilities so as to reduce the deficiency. 54 The AUC further noted at 
paragraph 84 of Decision 2011-391 that: 

... a one per cent reduction of the COLA amount starting in 2011 ... would result 
in reducing the pension deficit by $51 million, and reduce the special payment 
amount by $5.4 million. Annual revenue requirement amounts for each of 2011 
and 2012 would be reduced by $2.8 million for AG, $2.1 million for AE, and $0.5 
million for AP. A one per cent reduction would set the COLA at approximately 55 
per cent of the CPI assumption used in the 2009 Actuarial Report. 

72. To further support its position, the AUC again focused on the importance of 
reducing the unfunded liability in paragraph 87 of Decision 2011-391: 

The reasonableness of the COLA amount must be evaluated in the 
circumstances applicable at the time that ATCO Utilities apply to include pension 
expense in revenue requirement. The current circumstances in respect of the 
existing pension cost placeholders include a significant unfunded liability that 
requires ratepayers to fund an allocated share of special payments. [Emphasis 
added.] 

73. The AUC then concluded that a reduction in COLA was warranted for the Alberta 
ATCO Utilities. 55 The Commission appears to have confirmed its view that the 
existence of an unfunded liability is the driving factor in the COLA assessment 
when it stated: 56 

53 

54 

55 

56 

At the time of the filing of the next valuation submission, the Commission will 
review all of the relevant circumstances, including the size of any unfunded 
liability, when considering any adjustment for regulatory purposes to the COLA 
amount used in determining the pension cost component of revenue 
requirement. In this context, the Commission will consider increasing the 
percentage of CPI included in the annual COLA amount included in pension 
expense should the current DB Plan unfunded liability significantly decrease. 
Similarly, the Commission will consider further decreasing the percentage of CPI 

AUC Decision 2011-391, paragraphs 80 and 81 
AUC Decision 2011-391, paragraphs 82-83 
AUC Decision 2011-391, paragraph 92 
AUC Decision 2011-391, paragraph 94 
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included in the annual COLA amount included in pension expense should the 
current DB Plan unfunded liability significantly increase. 

74. In Yukon Electrical's respectful submission, the AUG's focus on the rate impacts 
on Alberta ratepayers from the Alberta ATCO Utilities' COLA expenses was 
inconsistent with the ruling in TransCanada and thus was an error of law. The 
AUG's approach in this re~ard will also be specifically considered by the sec in 
the SCC Pension Appeal. 5 

75. The COLA Ruling adopted the AUG's ruling. It follows, therefore, that the Board 
thereby committed an error of law by adopting the AUG's incorrect approach and 
basing the COLA Ruling on that approach. 

iii. The Board committed an error of law by overlooking the New Pension 
Evidence or by arriving at findings not supported by the evidence 

76. It is well established that: 

a finding of fact which is unsupported by evidence is an error of law. So too, is a 
finding which overlooks or misapprehends relevant and conclusive evidence. 58 

77. It is also trite law that an administrative tribunal, such as the Board, must base its 
decisions on the facts before it.59 Moreover, a finding of fact, which is 
unreasonable, made without evidence, and/or made contrary to the evidence, 
constitutes an error of fact, law and/or jurisdiction.60 As the Saskatchewan Court 
of Appeal has recognized, whether or not the standard of review is correctness or 
reasonableness, an essential finding made without evidence must result in a 
tribunal's decision being set aside. 61 

78. Board Order 2014-06 does not discuss the New Pension Evidence. There is no 
indication in the Board Order that the New Pension Evidence was specifically 
considered by the Board, other than the following general statement at the outset 
of the Board Order: 

57 

58 

59 

60 

61 

62 

In reaching the determinations contained within this decision, the Board has 
considered all relevant materials of which the record of this proceeding is 
comprised, including the evidence and argument provided by each party. 
Accordingly, references in this decision to specific parts of the record are 
intended to assist the reader in understanding the Board's reasoning related to a 
particular matter and should not be taken as an indication that the Board did not 
consider all relevant portions of the record with respect to that matter. 62 

See footnote 44. 
Yukon Energy Corporation and The Yukon Electrical Company Limited v. Yukon Utilities Board, 
1996 CanLii 2558 (YK CA), at para. 46 
See e.g. Canadian Recording Industry Assn. v. Society of Composers, Authors & Music 
Publishers of Canada, 2010 FCA 322 
See e.g. R. v. Yurko, [1999] A.J. No. 1359 (Q.B.), at para. 17, Foothills Provincial General 
Hospital v. U.N. A. Local15 (1993), 10 Alta. L. R. (3d) 254 (Q. B.), at 263-264 
Ecole St. Margaret School v. Prisciak, 2013 SKCA 87, at para. 37 
Appendix A to Board Order 2014-06, page 3 
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79. The New Pension Evidence demonstrated the reasonableness and prudence of 
the COLA Costs in a few different ways. It showed that the payment of a full 
COLA, i.e. at 100% of CPI (up to 3%), to Yukon Electrical DB pension plan 
members, was consistent with the comparable COLA payments made by the 
other comparable pension plans in the Yukon (including YEC's plan). Notably, 
that evidence was not before the AUC when it issued Decision 2011-391 (nor the 
related R&V decision). The Mercer Comp Study also showed that 
Yukon Electrical's overall compensation, including awarded COLA, was below 
market median levels. Again, this evidence was not before the AUC when it 
issued Decision 2011-391. 

80. The New Pension Evidence was unchallenged. There was no evidence on the 
record to support a finding that Yukon Electrical's full COLA Costs were 
imprudent. The only available evidence - the New Pension Evidence -
demonstrated that those costs were reasonable and prudent, and should 
therefore be allowed in rates. Notwithstanding the more recent evidence 
specifically focused on Yukon Electrical, however, the Board instead took as 
determinative the AUG's determinations in Decision 2011-391, which were 
rendered based on evidence with respect to 2011 forecasts relating to Alberta 
utilities that are separate entities from Yukon Electrical. 

81. Thus, in Yukon Electrical's respectful submission, the COLA Ruling should be 
reviewed because it: 

(a) was made without evidence; 

(b) was inconsistent with the New Pension Evidence- the only evidence on 
the record of the GRA proceeding relevant to the COLA Costs; and 

(c) was unsupported by the evidence on the record of the GRA proceeding. 

iv. The COLA Ruling errors have significant material implications 

82. As outlined in paragraph 43 of this Application, the errors in the COLA Ruling will 
result in the disallowance of significant costs that Yukon Electrical will be 
required to incur. This alone demonstrates that the COLA Ruling errors have 
significant material implications for Yukon Electrical. 

83. Additionally, Yukon Electrical and its shareholders rely on a utility's right to 
recover its prudently incurred costs in making investment decisions. Therefore, 
any regulatory precedent that supports the disallowance of utility costs, without 
regard for the prudency of those costs, has significant material implications for 
Yukon Electrical and its shareholder. 
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V. THE ROE AND EQUITY RATIO RULINGS 

84. As the Board has recognized, a utility's ROE and capital structure are linked.63 

Accordingly, the ROE Ruling and the Equity Ratio Ruling are addressed together 
in the following section of this Application. 

A. Background 

i. Yukon Electrical's Last GRA and the BCUC Generic Cost of Capital 
Model 

85. In its decisions regarding Yukon Electrical's 2008-2009 Phase 1 GRA and YEC's 
2008-2009 GRA issued February 12, 2009 and September 8, 2009, respective!¥, 
the Board adopted a formula-based approach to determining ROE issues. 4 

Specifically, the Board adopted the British Columbia Utilities Commission 
("BCUC") generic cost of capital ("GCC") model since it was "the most 
appropriate as it has been the most recently reviewed, and is generally accepted 
by the parties".65 The Board further ruled that the BCUC GCC model "is a 
precedent for this jurisdiction and will continue to be the precedent for this 
jurisdiction until otherwise ordered by this Board."66 The Board also ruled that 
"when using the BCUC generic cost of capital, a risk premium is required for 
Yukon utilities."67 

86. Under the BCUC GCC model adopted by the Board, the ROE and capital 
structure are set for a benchmark utility. Other utilities' respective ROEs are then 
adjusted upwards or downwards, using a ROE risk premium "adder" or 
"subtractor," depending on how each utility's business risk compares to the 
benchmark utility, while capital structure generally remains constant. By adopting 
the BCUC model, the Board rejected the AUC GCC approach of setting a generic 
ROE for all utilities, and then adjusting for higher (or lower) than average 
business risk by increasing (or decreasing) each utility's common equity ratio. 68 

87. In Board Order 2014-06 regarding Yukon Electrical's 2013-2015 Phase 1 GRA, the 
Board states that: 

63 

64 

65 

66 

67 

68 

69 

... at the time of Board Order 2009-02, the BCUC benchmark utility was FortisBC. 
For the most recent BCUC decision, the benchmark utility is Fortis Energy. 69 

In fact, there was no change in the BCUC benchmark utility between the time of 
Board Order 2009-2 and the most recent BCUC decision. Terasen Gas Inc. ("TGI", 
now known as FortisBC Energy Inc. or "FEI"), a gas utility, was the BCUC 
benchmark utility at the time of Board Order 2009-2. FEI continues to be the BCUC 

See e.g. Appendix A to Board Order 2009-2, page 27 
Appendix A to Board Order 2009-2, page 29; Appendix A to Board Order 2009-8, paragraph 280 
Appendix A to Board Order 2009-2, page 29; Appendix A to Board Order 2009-8, paragraph 281 
Appendix A to Board Order 2009-8, paragraph 252 [Emphasis added] 
Appendix A to Board Order 2009-2, page 29; Appendix A to Board Order 2009-8, paragraph 282 
[Emphasis added] 
Appendix A to Board Order 2013-01, paragraph 224 
Appendix A to Board Order 2014-06, page 50 
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benchmark utility in the most recent BCUC generic cost of capital decision. To 
summarize: 

Table 4- Summary of British Columbia Utilities 

BCUC B.C. Electrical 
Benchmark Utility 

Utility 

Company name Terasen Gas Inc. FortisBC Inc. 
at the time of ("TGI") (gas utility) ("FBC") 
Board Order 
2009-2 

Company name FortisBC Energy FortisBC Inc. 
at the time of the Inc. ("FE I") (gas ("FBC") 
2013 BCUC utility) (name 
generic cost of changed from 
capital decision Terasen Gas Inc. 
(Order G-75-13) - effective March 1, 
May 2013 2011) 

88. Table 5 shows the approved 2008-2009 ROEs and common equity ratios 
approved by the BCUC/Board for the BCUC benchmark utility, FBC (BC 
electrical utility), Yukon Electrical and YEC: 

70 

71 
72 

73 
74 

75 
76 
77 

78 

Table 5- 2008/2009 Allowed ROEs and Common Equity Ratios 

~ BCUC 
FBC 

Yukon YEC70 

Benchmark Electrical c 

2008 Allowed ROE 8.62%71 9.02%72 9.08% 9.14% 

2009 Allowed ROE 8.47%73 8.87% 74 8.93% 8.99% 

2008-2009 Allowed Common 35.01%75 40.0076 40.00%77 40.00%78 

Equity Ratio 

YEC's final approved ROE for each year is reduced by 50 basis points in accordance with OIC 
1990/95. 
BCUC Letter No. L-93-07 
40 basis point risk premium over the benchmark approved in BCUC Order G-52-05; FBC allowed 
ROE for 2008 confirmed in BCUC Generic Cost of Capital (GCOC) Proceeding - Stage 2, 
FortisBC Inc. Response to British Columbia Utilities Commission (BCUC or the Commission) 
Information Request (IR) No. 1 (Exhibit B 1-73), page 76 
BCUC Letter No. L-55-08 
40 basis point risk premium over the benchmark approved in BCUC Order G-52-05; FBC allowed 
ROE for 2098 confirmed in BCUC Generic Cost of Capital (GCOC) Proceeding - Stage 2, 
FortisBC Inc. Response to British Columbia Utilities Commission (BCUC or the Commission) 
Information Request (IR) No. 1 (Exhibit B 1-73), page 76 
BCUC Order G-14-06 
BCUC Order G-52-05 
Board Order 2009-2 
Board Order 2009-8 
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89. Table 6 shows the differences in the allowed 2008-2009 ROEs and common 
equity ratios from the BCUC benchmark utility : 

Table 6- 2008/2009 Allowed ROEs and Common Equity Ratios As Compared to the BCUC 
Benchmark Utility 

~ FBC Yukon YEC Electrical 
c 

2008 Allowed ROE Premium +0.40% +0.46% +0.52% 

2009 Allowed ROE Premium +0.40% +0.46% +0.52% 

2008-2009 Allowed Common +5.00% +5.00% +5.00 
Equity Ratio Premium 

90. Notably, in Yukon Electrical's 2008-2009 GRA, the Board awarded 
Yukon Electrical a risk premium of 46 basis points above the BCUC benchmark 
ROE, based on the midpoint between the risk premiums awarded to YEC 
(52 basis points) and FBC (40 basis points), and a capital structure with a 5% 
higher common equity ratio as compared to the BCUC benchmark. 

91. In December 2009, shortly after the issuance of Board Orders 2009-2 and 
2009-08, the BCUC increased its benchmark ROE to 9.5% (effective July 1, 
2009) and its benchmark equity ratio to 40% (effective January 1, 201 0).79 

92. Two further aspects of Yukon Electrical's penultimate GRA should also be noted: 

93. 

94. 

79 

80 

81 

(a) In setting an equity ratio of 40% for Yukon Electrical in Board 
Order 2009-2, this Board also held that this equity ratio would be similar to 
the equity ratio of 39.57% for Northland Utilities (Yellowknife) Limited 
approved by the Northwest Territories Public Utilities Board in 
Decision 12-2005;80 and 

(b) the Board rejected the use of the stand-alone principle in determining 
capital structure. 

ii. The 2013-01 YEC Rulings 

In March 2013, the Board issued Order 2013-01 regarding YEC's 2012-2013 
GRA. In that decision, the Board set YEC's approved ROE at 8.25% for 2012 and 
2013 on 40% common equity ratio (collectively, the "2013 YEC Rulings"). 81 The 
2013 YEC Rulings must be put in their appropriate context, however. To do that, 
it is important to understand the approach of YEC in its 2012-2013 GRA. 

In terms of ROE, YEC had sought to maintain its previously-approved 52 basis 
point risk premium on top of the BCUC benchmark ROE, as was approved by the 

BCUC Order G-158-09 
YUB-YECL-31; YUB-YECL-33(b) at pp. 2-4 and Attachment 1 at pp. 22-25 
Appendix A to Board Order 2013-01, paragraphs 230 and 202 
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Board in YEC's 2008-2009 GRA. Since the BCUC benchmark had not been 
reviewed since 2009, YEC used the more recent 8.75% benchmark ROE 
approved by the AUC in 2011. YEC then added its previously-approved 52-basis 
point risk premium, then subtracted 50 basis points pursuant to OIC 1995/90, 
resulting in an applied-for ROE of 8.77%. Certain interveners argued that YEC's 
proposal to apply a risk premium to the benchmark Alberta return was 
inappropriate because the risk premium was used in the BCUC GCC model, 
whereas the Alberta GCC model provided compensation for additional risk via a 
higher common equity ratio. While the Board accepted YEC's use of the Alberta 
benchmark ROE (because it was more current), the Board declined YEC's 
proposed risk premium because the Board found that the "risk premium from one 
model [i.e. the BCUC model] cannot be automatically transferred to the other 
model [i.e. the Alberta model]". 

95. In terms of capital structure, YEC had applied for a 40% common equity ratio
the same capital structure since 1992 (and the Board had approved that capital 
structure as recently as 2009).82 In maintaining YEC's capital structure, the Board 
specifically noted YEC's submission that there was "no reasonable or tested 
evidence upon which the Board could support a revision of YEC's capital 
structure".83 Indeed, neither YEC nor any intervener in YEC's 2012-2013 GRA 
proceeding provided any evidence to support a change to YEC's capital 
structure. 

96. In sum, the 2013-01 YEC Rulings resulted from the following factors: 

97. 

82 

83 

84 

85 

86 

(a) YEC only sought to maintain its previously approved ROE risk premium 
(without any evidence in support of that risk premium); 

(b) YEC proposed to have that risk premium applied on top of the Alberta 
benchmark ROE, rather than the BCUC benchmark ROE, but failed to 
account for the differences in the Alberta and BCUC GCC models; and 

(c) YEC chose to maintain its capital structure and no evidence was filed in 
support of a change to its capital structure. 

iii. 2013 BCUC Generic Cost of Capital Proceeding 

On May 10, 2013, the BCUC issued Order G-75-1384 in which the BCUC set the 
ROE for the benchmark utilitl5 , FEI (a gas utility), to 8.75% and the benchmark 
common equity ratio for FEI at 38.5% (both effective January 1, 2013). 86 In 

Appendix A to Board Order 2013-01, s. 3.5.2 
Appendix A to Board Order 2013-01, paragraph 201 
YEC-YECL-13(a) Attachment 1, BCUC Order G-75-13 
Previously, the BCUC referred to a "low-risk benchmark utility". However, in Order G-75-13, the 
BCUC determined that terminology was inappropriate: YEC-YECL-13(a) Attachment 1, BCUC 
OrderG-75-13, page 123 
The BCUC also adopted an automatic adjustment mechanism ("AAM") formula for annually 
setting the ROE of the benchmark between BCUC GCC proceedings, commencing January 1, 
2014. The AAM adopted by the BCUC would become operative if long term Canada bond yields 
were to meet or exceed 3.8%: GRA, page 8-6. 
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establishing an updated benchmark ROE and capital structure, the BCUC 
reviewed the long- and short-term risk of the benchmark utility, FEI. The BCUC 
noted eight primary factors that influenced FEI's long-term risk, and found in 
respect of each of those factors either no evidence that the risk associated with 
any of those factors had increased, or that the risk had decreased.87 The BCUC 
also found that there had not been a material change to FEI's short-term risk. 88 

Nevertheless, the benchmark ROE and common equity ratio established by the 
BCUC in 2013 (i.e. at the time of Yukon Electrical's 2013-2015 GRA) were both 
higher than those in effect when Board Order 2009-2 was issued, as outlined in 
Table 7: 

Table 7- Allowed ROEs and Common Equity Ratios for the BCUC Benchmark Utility 

ROE Common Equity Ratio 

As of 
As of Yukon As of Yukon As of 

As of 
Yukon As ofYEC's Yukon 

Electrical's 2012-2013 
Electrical's Electrical's YEC's Electrical's 

2008-2009 GRA 
2013-2015 2008-2009 2012-2013 

2013-2015 
Utility GRA 

GRA GRA GRA 
GRA 

FEI 8.47% 9.50% 8.75% 35% 40% 38.5% 

98. No determination of FBC's approved ROE and common equity ratio premiums 
were made in Order G-75-13 regarding Stage 1 of the BCUC 2013 General Cost 
of Capital proceeding. The approved ROE and common equity ratio premiums for 
the non-benchmark utilities were subject to a separate proceeding, the results of 
which were not known until March 25, 2014. 

iv. Yukon Electrical's GRA 

99. In its 2013-2015 GRA filed May 27, 2013, Yukon Electrical: 

87 

88 

89 

90 

(a) applied to maintain its previously approved 46 basis point ROE risk 
premium during the test period; 

(b) proposed to have that risk premium applied on top of the most recently 
approved BCUC benchmark ROE (8.75%, meaning Yukon Electrical's 
total requested ROE was 9.21 %, subject to adjustment); 89 and 

(c) applied for a 4% increase in its common equity ratio during the test period 
(from 40 to 44%). 90 

YEC-YECL-13(a) Attachment 1, BCUC Order G-75-13, s. 4.2 
YEC-YECL-13(a) Attachment 1, BCUC Order G-75-13, page 42 
Yukon Electrical also proposed to have any adjustments to the BCUC benchmark ROE pursuant 
to the AAM incorporated into its ROE via a proposed ROE deferral account: GRA, page 8-5 
GRA, page 8-6 
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100. Yukon Electrical filed significant evidence in the GRA proceeding in support of 
requested ROE and capital structure. For instance: 

101. 

91 

92 

93 

94 

95 

96 

(a) Yukon Electrical explained its business risks (including through 
uncontroverted expert evidence on its business risks), and explained how 
its business risk had increased modestly since its 2008-2009 GRA due to 
changes in its market demand, operational costs and generation assets; 91 

(b) Yukon Electrical noted the higher ROEs and capital structures recently 
approved for utilities in BC and the Northwest Territories - including the 
9.10% ROE and 43.5% common equity ratio approved by the Northwest 
Territories Public Utilities Board for Northland Utilities (Yellowknife) Ltd., 
which faces similar business risk to Yukon Electrical; 92 

(c) Yukon Electrical provided a table comparing it to other utilities in BC and 
the Northwest Territories, including FEI (the BCUC benchmark utility, a 
gas utility), FBC (electrical utility that was used by the Board as part of the 
justification for the 40 basis point premium awarded to Yukon Electrical in 
Board Order 2009-2) and Northland Utilities (Yellowknife) Ltd.; 93 

(d) Yukon Electrical noted that the increasing amount of generation assets in 
its rate base increased its business risk (as compared with the risks it 
faced at the time of its 2008-2009 GRA);94 and 

(e) Yukon Electrical explained that under the stand-alone principle, its cost of 
capital should be equivalent to that which would be faced if it was raising 
capital in the public markets on the strength of its own business and 
financial parameters; 95 and 

(f) Yukon Electrical calculated its financial credit metrics (FFO/Debt and FFO 
Interest Coverage) and noted that its metrics continued to fall within the 
acceptable range (as suggested by its expert). 96 

No conflicting evidence was filed by interveners in the GRA. Yukon Electrical 
specifically noted and relied upon most of the foregoing evidence in its argument 
in supporting its requested ROE and capital structure. Yukon Electrical also 
argued that the Board should revisit its previous rejection of the stand-alone 
principle in Board Order 2009-2, and the Yukon Electrical "should not be 
penalized simply because YEC, for whatever reason, chose not to apply for an 
increase to its historical capital structure that has been in place since the early 
1990s". 

GRA, pages 8-4 and 8-5; YUB-YECL-33(b) Attachment 1; YUB-YEC-31; YUB-YECL-33(a); LE
YECL-11 (a) 
GRA, page 8-4; UCG-YECL-30(a); WL-YECL-17(a); UCG-YECL-30(g) 
YUB-YECL-33(b), page 4 of 5 
LE-YECL-11 (a) 
UCG-YECL-30(e) 
WL-YECL-17(b) Attachment 1; UCG-YECL-30(g) 
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102. Table 8 shows the approved 2013 ROEs and common equity ratios approved by 
the Board/BCUC for the BCUC benchmark utility, FBC (BC electrical utility), 
Yukon Electrical and YEC: 

Table 8-2013 Allowed ROEs and Common Equity Ratios 

~ BCUC 
FBC Yukon YEC 

Benchmark Electrical c 

8.75% 40 basis point No premium No longer tied 
premium over over BCUC to BCUC 

2013 Allowed ROE BCUC benchmark benchmark 
benchmark (8.75%) (Board Order 
(9. 15%)97 2013-01) 

38.50% 1.50% premium 1.50% No longer tied 
over BCUC premium over to BCUC 
benchmark BCUC benchmark 
(40.00%)98 benchmark (Board Order 

(40.00%) 2013-01) 
2013 Common Equity Ratio (reduced 

from 5.00% 
premium 

awarded in 
Board Order 

2009-2) 

103. In rendering the ROE Ruling, the Board adopted the Utilities Consumer Group's 
argument that "no assessment" had "been provided regarding the comparability 
of Yukon Electrical: 

104. 

97 

98 

99 

100 

The Board agrees with the submissions of UCG that no assessment has been 
provided within this proceeding regarding the comparability of YECL to the BCUC 
benchmark utility Fortis Energy. The previous risk premium was based on 
FortisBC, which is an electrical distribution company. BCUC Order G-75-13-
the Stage 1 GCOC proceeding decision dated May 10, 2013 - identifies Fortis 
Energy as a gas distribution utility. Other than it being a distribution and 
regulated utility, no other comparisons to YECL can be gleaned from the 
benchmark decision. As a result, the determination of whether a risk premium 
should be applied is not clear. 99 

The Board then found that Yukon Electrical had "not established a prima facie 
case to quantify a risk premium over the BCUC benchmark utility". 100 

No update to the 40 basis point ROE premium and 40% common equity ratio awarded to FBC for 
2008 and 2009 was available at the time of filing of Yukon Electrical's 2013-2015 GRA. 
Subsequently, on March 25, 2014, the BCUC issued Order G-47-14 which reaffirmed the 40 
basis point ROE premium and 40% common equity ratio for FBC effective January 1, 2013. 
BCUC Order G-47-14 was issued twenty-nine days prior to Board Order 2014-06. 
Ibid. 
Appendix A to Board Order 2014-06, s. 8.1. 1, page 51 
Ibid. 
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105. In rendering the Equity Ratio Ruling, the Board relied upon its prior rejection of 
the stand-alone principle in Appendix A to Board Order 2009-2. The Board, while 
recognizing that it had done so previously, noted that it had "not relied upon the 
results of generic proceedings from other jurisdictions" but instead was "using 
utilities within Yukon [i.e. YEC and Yukon Electrical] in its decision-making". 
Citing Yukon Electrical's acknowledgements that YEC faced moderately higher 
business risk than it, and its business risk was comparable to the risk it faced at 
the time of its 2008-09 GRA, the Board determined that "it would not make sense 
to approve an equity ratio for YECL higher than that approved for YEC" and that 
"the equity thickness presented for the NWT jurisdictions or for the BCUC GCOC 
benchmark utility is not comparable to YECL."101 

B. Grounds for R&V 

1 06. Yukon Electrical respectfully submits that the Board should reconsider the ROE 
Ruling and the Equity Ratio Ruling because they were premised on errors of fact, 
law and/or jurisdiction that raise substantial doubts as to the correctness of the 
rulings. Specifically, in rejecting Yukon Electrical's request for a 46 basis point 
equity risk premium and a 4% increase in common equity ratio, and in setting 
Yukon Electrical's allowed ROE at 8.75% with a 40% common equity ratio: 

(a) the Board committed errors of law and jurisdiction by failing to set a fair 
return on rate base for Yukon Electrical; 

(b) the Board committed an error of law by applying the wrong test to 
determine a fair return for Yukon Electrical; 

(c) the Board committed an error of fact or law by overlooking or disregarding 
Yukon Electrical's extensive evidence regarding its business risk relative 
to other utilities (besides YEC); 

(d) the Board committed an error of law or jurisdiction by failing to apply the 
stand-alone principle in setting Yukon Electrical's capital structure; and 

(e) the Board committed an error of law or jurisdiction by unfairly deviating 
from its recent prior capital structure rulings. 

107. Each of those points is explained below in Subsection V.B.i through V.B.v of this 
Application, respectively. Following that, Yukon Electrical explains why the errors 
underlying the ROE Ruling have significant material implications in Subsection 
V.B.vi of this Application. 

i. The Board committed errors of law and jurisdiction by failing to set a 
fair return on rate base for Yukon Electrical 

108. The Board is legally required to set a fair return on rate base for Yukon Electrical. 

101 

This obligation is jurisdictional, having been enshrined in subsection 32(2) of the 
PUA, the Board's constating legislation. Subsection 2(1) of OIC 1995/90 also 

Appendix A to Board Order 2014-06, s. 8.1.3.1, page 54 
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requires the Board to "include in the rates of ... the Yukon Electrical Company 
Limited provision to recover a fair return on [its] equity used to finance [its] rate 
base." As noted above, section 3 of OIC 1995/90 requires the Board to review 
and approve rates "in accordance with the principles established in Canada for 
utilities, including those principles established by regulatory authorities of the 
Government of Canada or of a province regulating hydro and non-hydro electric 
utilities". The ROE and Equity Ratio Rulings failed to satisfy these because they 
did not accord with the well established fair return standard. 

109. The leading Canadian decision on the fair return standard is the Supreme Court 
of Canada's decision in Northwestern Utilities Ltd. v. Edmonton (City) 
("Northwestern"). 102 In addition to NUL, two decisions of the Supreme Court of 
the United States complete the "fair return standard trilogy" and are well 
accepted in Canadian law: Bluefield Waterworks & Improvement Company v. 
Public Service Commission of the State of West Virginia et a!. ("Bluefield'), 103 

and Federal Power Commission eta/. v. Hope Natural Gas Co. ("Hope"). 104 

110. In NUL, the Supreme Court of Canada framed the relationship between just and 
reasonable rates and the fair return standard in relation to the rate-fixing 
responsibility of the Alberta Public Utilities Board, and noted that the Board was 
required to consider the rate of return available from other investments: 

The duty of the Board was to set fair and reasonable rates; rates which, under 
the circumstances, would be fair to the consumer on the one hand, and which, on 
the other hand, would secure to the company a fair return for the capital invested. 
By a fair return is meant that the company will be allowed as large a return on the 
capital invested on its enterprise (which will net to the company) as it would 
receive if it were investing the same amount in other securities possessing an 
attractiveness, stability and certainty equal to that of the company's enterprise. In 
fixing this net return the Board should take into consideration the rate of interest 
which the company is obliged to pay upon its bonds as a result of having to sell 
them at a time when the rate of interest payable thereon exceeded that payable 
on bonds issued at the time of the hearing. To properly fix a fair return the Board 
must necessarily be informed of the rate of return which money would yield in 
other fields of investment. 105 [Emphasis added] 

111. On the same issue, the Supreme Court of the United States stated in Bluefield: 

102 

103 

104 

105 

A public utility is entitled to such rates as will permit it to earn a return on the 
value of the property which it employs for the convenience of the public equal to 
that generally being made at the same time and in the same general part of the 
country on investments in other business undertakings which are attended by 
corresponding, risks and uncertainties, but it has no constitutional right to profits 
such as are realized or anticipated in highly profitable enterprises or speculative 
ventures. The return should be reasonably sufficient to assure confidence in the 
financial soundness of the utility, and should be adequate, under efficient and 

Northwestern Utilities Ltd. v. Edmonton (City), [1929] S.C.R. 186, [1929] 2 D.L.R. 4 
[Northwestern] 
Bluefield Waterworks & Improvement Company v. Public Service Commission of the State of 
West Virginia, 262 U.S. 679 (1923) [Bluefield] 
Federal Power Commission et at. v. Hope Natural Gas Co., 320 U.S. 591 (1944) [Hope] 
Northwestern, pages 6-7 
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economical management, to maintain and support its credit and enable it to raise 
the money necessary for the proper discharge of its public duties. 106 

112. Similarly, in Hope, the Supreme Court of the United States observed: 

... the return to the equity owner should be commensurate with returns on 
investments in other enterprises having corresponding risks. That return, 
moreover, should be sufficient to assure confidence in the financial integrity of 
the enterprise, so as to maintain its credit and to attract capital. 107 [Citations 
omitted; emphasis added] 

113. From this trilogy are derived the "comparable investment," "financial integrity" and 
"capital attraction" tests. 108 A fair return must meet each of these three tests: 

114. 

106 

107 

108 

109 

110 

111 

(a) the comparability component of the fair return standard requires that a 
utility be permitted to earn as large a return for its investors as they would 
receive if they were investing the same amount in other securities 
possessing an attractiveness, stability and certainty equity to that of the 
company's enterprise; 109 

(b) the financial integrity component of the fair return standard provides that a 
utility shall be permitted to earn a return that is sufficient to assure 
confidence in the financial integrity of the enterprise; 110 and 

(c) the capital attraction component of the fair return standard provides that a 
utility shall be permitted to earn a return sufficient so as to maintain its 
credit and to attract capital. 111 

In Yukon Electrical's submission, the ROE and Capital Structure Rulings failed to 
satisfy the comparability test. The essence of that test is that it requires a 
regulator to consider returns available from other comparable investments in 
setting the awarded return and capital structure for a utility. That, in turn, requires 
consideration for the returns awarded to utilities in other jurisdictions. As noted 

Bluefield, pages 692-693 
Hope, page 603 
See e.g. Alberta Energy & Utilities Board Decision 2004-052, Generic Cost of Capital 
(July 2, 2014), where the Alberta Energy & Utilities Board cited with approval the comparable 
investment, financial integrity and capital attraction tests; see also Major and Priddle for an 
extensive discussion of the fair return standard and its widespread acceptance with Canadian 
reg u Ia tors. 
In Northwestern, at page 8, the Supreme Court of Canada unequivocally stated that a utility will 
be allowed " ... as large a return on the capital invested in its enterprise ... as it would receive if it 
were investing the same amount in other securities possessing an attractiveness, stability and 
certainty equal to that of the company's enterprise ... " 
In Northwestern, at page 8, the Court referred to "stability and certainty". The Supreme Court of 
the United States stated in Bluefield, at page 693, that "[t]he return should be reasonably 
sufficient to assure confidence in the financial soundness of the utility ... " and stated in Hope, at 
page 608, "[t]hat return, moreover, should be sufficient to assure confidence in the financial 
integrity of the enterprise ... " 
The Supreme Court of the United States stated in Bluefield, at page 693, that "[t]he 
return ... should be adequate ... to enable it [the utility] to raise the money necessary for the proper 
discharge of its public duties". In Hope, at page 608, the Court stated: "[t]hat return, moreover, 
should be sufficient. .. so as to maintain its credit and to attract capital". 
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above, the Board acknowledged in the Board Order that "it had not relied upon 
the results of generic proceedings from other jurisdictions" and instead confined 
its consideration of the equity ratio awarded to YEC, while the Board also failed 
to set Yukon Electrical's ROE at a level that reflected Yukon Electrical's risk 
relative to utilities in other jurisdictions. The ROE and capital structure awarded 
to Yukon Electrical in the Board Order, according to the uncontroverted evidence 
before the Board, was the same as utilities in BC with lower business risk, and 
was lower than utilities in the NWT with comparable business risk. 

ii. The Board committed an error of law by applying the wrong test to 
determine a fair return for Yukon Electrical 

115. In Yukon Electrical's submission, the Board's determination that Yukon Electrical 
had "not established a prima facie case to quantify a risk premium over the 
BCUC benchmark utility"112 shows that the Board committed an error of law by 
applying the wrong test in establishing Yukon Electrical's fair return. There is no 
legislation, nor any regulation, that requires Yukon Electrical to "establish a prima 
facie case to quantify a risk premium" over the BCUC benchmark utility. 
Yukon Electrical is not aware of any prior Board decision that has imposed such 
a requirement. 

116. Additionally, the Board appears to have determined that the capital structure and 
risk premium awarded to YEC should be the overriding factor in setting Yukon 
Electrical's cost of capital, without regard for the particular considerations that 
drive the cost of capital sought by YEC, a government-owned utility. 

117. In Yukon Electrical's respectful submission, neither approach is correct. Rather, 
the Board was required to consider the fair return standard in determining a fair 
return for Yukon Electrical. This required the Board to have regard for cost of 
capital determinations in respect of utilities other than just YEC. The Board Order 
provides no indication that the Board did so. 

iii. The Board committed an error of fact or law by overlooking 
Yukon Electrical's extensive evidence regarding its business risk 
relative to other utilities (besides YEC) 

118. As noted above in Section IV.B.iii of this Application, it is an error of law for an 
administrative decision maker to: 

119. 

112 

(a) overlook or misapprehend relevant and conclusive evidence; 

(b) not base its decision on the facts before it; or 

(c) make a finding of fact that is contrary to the evidence before it. 

In Yukon Electrical's submission, it is clear on the face of the Board Order that 
the Board overlooked or disregarded much of the significant evidence filed by 

Appendix A to Board Order 2014-06, s. 8.1.1, page 51 
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113 
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115 

116 

117 
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Yukon Electrical in the GRA proceeding in support of its requested ROE and 
capital structure. In particular: 

(a) in determining that Yukon Electrical had "not established a prima facie 
case to quantify a risk premium over the BCUC benchmark utility", the 
Board appears to have overlooked or misapprehended the specific and 
uncontroverted evidence provided by Yukon Electrical comparing it with 
Fortis Energy Inc. (among other utilities), and made a finding of fact that 
was contrary to that evidence; 113 and 

(b) the Board, in reducing Yukon Electrical's awarded ROE relative to utilities 
in other jurisdictions while maintaining Yukon Electrical's capital structure, 
overlooked or misapprehended the uncontroverted evidence provided by 
Yukon Electrical regarding its increased business risk. 114 

iv. The Board committed an error of fact or law by failing to apply the 
stand-alone principle in setting Yukon Electrical's capital structure 

The stand-alone principle is a well accepted principle that has been applied by 
federal and provincial regulatory agencies across Canada. 115 The National 
Energy Board and the Alberta utilities re~ulator have both referred to it as "a 
fundamental concept of utility regulation", 1 6 while the BCUC recently reaffirmed 
the "long history and importance of the stand-alone principle in Canadian utility 
regulation."117 

As noted above, section 3 of OIC 1995/90 requires the Board to set 
Yukon Electrical's rates in accordance with the principles established in Canada 
for utilities, including by regulatory authorities of the Government of Canada and 
by provinces regulating hydro and non-hydro electric utilities. The stand-alone 
principle is unequivocally one such principle. Therefore, because the Board relied 
upon its prior rejection of the stand-alone principle in Appendix A to Board 

YUB-YECL-33(b), page 4 of 5 
GRA, pages 8-4 and 8-5; YUB-YECL-33(b) Attachment 1; YUB-YEC-31; YUB-YECL-33(a); 
LE-YECL-11(a) 
See e.g. National Energy Board Reasons for Decision RH-R-1-2002, Review of RH-4-2001, Cost 
of Capital Decision, TransCanada PipeLines Limited (February 2003) [NEB RH-R-1-2002], pages 
25-26; Alberta Energy and Utilities Board Decision 2001-92, GENCO and DISCO 2000 Pool Price 
Deferral Accounts Proceeding, Part K: Recovery Period, Carrying Cost Rates, Collection Issues, 
and Hedging Issues (December 12, 2001); BCUC Order G-75-13, page 100; Manitoba Public 
Utilities Board Order# 135/05 Centra Gas Manitoba Inc., An Order Arising Out of Orders 103/05 
and 115/05 (October 12, 2005); Ontario Energy Board Order RP-2002-0 158, Applications by 
Union Gas Limited and Enbridge Gas Distribution Inc. for a Review of the Board's Guidelines for 
Establishing their Respective Return on Equity (January 16, 2004); Regie de L'Energie Decision 
D-2014-034 (March 4, 2014), 
online: http://www.can lii.org/fr/qc/qcrde/doc/20 14/20 14canlii9733/20 14canlii9733. html 
NEB RH-R-1-2002, page 25; EUB Decision 2001-92, page 24; 
YEC-YECL-13(a) Attachment 1, BCUC Order G-75-13, page 100 
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Order 2009-2 in rendering the Equity Ratio Ruling, the Board failed to comply 
with its legal and jurisdictional obligation under section 3 of OIC 1995/90.118 

v. The Board committed an error of law or jurisdiction by unfairly deviating 
from its recent prior capital structure rulings 

122. It is readily apparent that in preparing the GRA and participating in the GRA 
proceeding, Yukon Electrical had regard for and relied upon the Board's rulings 
that the BCUC GCC model "is a precedent for this jurisdiction and will continue to 
be the precedent for this jurisdiction until otherwise ordered by this Board"119 and 
that "when usin~ the BCUC generic cost of capital, a risk premium is required for 
Yukon utilities". 20 The Board abandoned those rulings in Board Order 2014-06, 
however, and did so without any specific prior notice to Yukon Electrical that 
those prior rulings were subject to review in the GRA proceeding. In addition, no 
explanation or rationale was provided as to why the previously approved 
approach was not applicable. In this regard, Yukon Electrical notes that FBC 
continues to have a 40 basis point ROE premium over the BCUC benchmark 
(see p. 27 hereof); and the YUB used this FBC premium in determining 
Yukon Electrical's ROE premium in Decision 2009-2. No evidence was provided 
by any party in the current GRA that would justify a reduction in this previously 
approved ROE premium. 

123. In Yukon Electrical's respectful submission, when the Board issues a specific 
ruling about something constituting a precedent for the Yukon, the Board should 
reasonably expect that parties such as Yukon Electrical will rely on that ruling in 
preparing filings and their case before the Board. If the Board intends to abandon 
previously accepted approaches or processes, to prevent procedural unfairness 
to parties, the Board should provide specific prior notice to parties so that they 
can prepare their case accordingly and there should be some evidence to 
support such a dramatic change. The Board did not provide such notice in the 
GRA proceeding and no evidence exists to support the change in position. The 
failure to do so resulted in a procedurally unfair process, with Yukon Electrical 
being deprived of its right to natural justice, including the right to know the case it 
had to meet. 121 

vi. The ROE Ruling and Equity Ratio Ruling errors have significant material 
implications 

124. The errors in the ROE Ruling and the Equity Ratio Ruling deny Yukon Electrical 
a fair return. Yukon Electrical estimates the annual financial impact of those 

118 

119 

120 

121 

While Yukon Electrical did not appeal or apply to review and vary the Board's determination with 
respect to the application of the stand-alone principle in Appendix A to Order 2009-2, Yukon 
Electrical submits that the failure of a party to object to a prior error of law does not foreclose their 
ability to do so in the future, and cannot absolve the Board from its statutory and jurisdictional 
obligations. 
Appendix A to Board Order 2009-8, paragraph 252 
Appendix A to Board Order 2009-2, page 29; Appendix A to Board Order 2009-8, paragraph 282 
See e.g. Flamborough (Town) v. Canada (National Energy Board), [1987] FCJ No. 460 
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errors to be approximately $1,545,000122 for the test period. This alone 
demonstrates that the ROE Ruling and the Equity Ratio Ruling errors have 
significant material implications for Yukon Electrical. 

125. Additionally, Yukon Electrical and its shareholder rely on a utility's right to earn a 
fair return in making investment decisions. Any contrary regulatory precedent has 
significant material implications for Yukon Electrical and its shareholder. 

VI. COMMUNICATIONS 

126. Communications related to this proceeding should be directed to Yukon Electrical 
and its legal counsel as follows: 

(i) The Yukon Electrical Company Limited 
100, 1100 Front Street 
Whitehorse, YT Y1A 3T4 
Attention: Mr. Dwight Redden, P. Eng. 
General Manager 
Phone: (867) 633-7003 
dwight.redden@atco.com 

(ii) ATCO Electric Ltd. 
1 0035 Jasper Avenue 
Edmonton, AB T5J 2V6 
Attention: Mr. James Grattan 
Director, Regulatory 
Phone: (780) 733-2489 
james.grattan@atcoelectric.com 

(iii) Bennett Jones LLP 
4500 Bankers Hall East 
855 - 2nd Street SW 
Calgary, AB T2P 4K7 
Attention: Mr. Loyola Keough 
Partner 
Phone: (403) 298-3429 Fax: (403)265-7219 
keoughl@bennettjones.com 

VII. RELIEF REQUESTED 

127. For the foregoing reasons, Yukon Electrical respectfully requests that the Board, 
pursuant to section 62 of the PUA and rule 31 of the Board Rules, should 
convene a phase II review on the merits of the GRA Rulings or proceed directly 
to: 

122 

(a) vacate the Bi-Fuel Ruling (as discussed above in Section Ill); 

Impact of ROE Ruling: $190,000 for 2013, $223,000 for 2014, $245,000 for 2015; Impact of 
Equity Ratio Ruling: $258,000 for 2013, $314,000 for 2014, $315,000 for 2015 (Compliance 
Filing, Attachments 1-3) 
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(b) vacate the COLA Ruling (as discussed above in Section IV); and 

(c) vary the ROE Ruling and Equity Ratio Rulings (as discussed above in 
Section V) to grant the relief requested in the GRA. 

ALL OF WHICH is respectfully submitted this 27th day of October, 2014 

The Yukon Electrical Company Limited 

Per: 



Project: Watson Lake Bi-Fucl Project 

Cost Comparison 

Lease or .t<,qmpmcnt trom 
Reference ATCO Gas 

IBasc Year 2015 
In-Service Y car 2015 

Lease of Equipment from 
Revenue Requirement ATCO Gas 
(from base year) 
CPV@ Year 5 $996,181 
CPV@ Year 10 $1,859,113 
CPV@ Year 15 -
CPV@ Year 20 -
CPV@ Ycar25 -
CPV@ Year 40 -

Capital Cost Summary 

Lease of Equipment from 
(20 15 Dollars) ATCO Gas 
Generation $0 
Distribution $0 
Communication $0 
Other $0 
Total $0 
(Includes ES&G escalation & AFUDC) 
Generation $0 
Distribution $0 
Communication $0 
Other $0 
Total $0 

!'urcnasc or Eqmpmcnt trom 
ATCO Gas 

2015 
2015 

Purchase of Equipment from 
ATCO Gas 

$1,096,312 
$1,826,424 

-
-
-
-

Purchase of Equipment from 
ATCO Gas 
$2,025, I 00 

$0 
$0 
$0 

$2,025,100 

$2,025,100 
$0 
$0 
$0 

$2,025,100 

Cost Com[!arison 
Lease ot 

Equipment from 
Year ATCO Gas 
2015 $88,000 

2016 $336,313 
2017 $569,872 
2018 $789,554 
2019 $996,181 

2020 $1' 190,532 
2021 $1,373,334 
2022 $1,545,274 
2023 $1,706,998 
2024 $1,859,113 
2025 $1,954,497 
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Attachment 1 Page 1 of 1 

Purchase of Equipment 
from A TCO Gas 

$145,515 

$422,798 -$86,484 
$671,922 -$102,050 
$895,606 -$106,053 

$1,096,312 -$100,131 

$1,276,275 -$85,743 
$1,437,518 -$64,184 
$1,581,876 -$36,601 
$1,711,009 -$4,011 
$1,826,424 $32,689 
$1,922,074 $32,423 



ATCO Electric Yukon Pro,ject Economic Evaluation 
I Lease of Equipm(~nt from ATCO Gas 

Cost Impact 

Assumptions: 

I Financial Parameters 

Distribution CaQital Structure and Cost 

Debt 
Return 
5.74% 
0.00% 

Ratio 
60.00% 

o.ooo;., 

B.T. Cost A.T.Cost 
3.44% 3.44% 
0.00% 0.00% Preferred 

Common 
TOTALS 

40.00% 5.00% 3.50% 
100.00% 8.44% 6.94% 

8.75% ____ ----,_:_:::=:,::_ ___ __:==---__::.:_=c:.. 

Income Taxes and Escalation 
Federal and Territorial Income Tax 
Escalation 

Capital 
O&M 

2015 Income Taxes 

2 All analysis are based on L--......;;l.;;.l""y..;.c;.;.a'..;.'s __ _.l of costs. 

Embedded distribution capital and O&M costs are not considered in analysis. 

4 Base Year($) 
In-Service Year 

5 Incremental CaQital SQending: 

2015 
2015 

Annual Escalation Factor 
Compounded Escalation Factor 

lSD Index 

Enttl' c:npihiii.'XJWndilun•:~ in 20l.5 tfoll~u·:l 

!indndt• .E§.~Q and Ctwf.i.!.!.n.f:!!.etl 

Generation 
(inflated) 

Distribution 
(inflated) 

Distribution Communications 
(inflated) 

Tmnsmission Communications 
(inflated) (Telecom I Telecontrol) 
Distribution Other 
(inflaled) 

Total Capital Cost (2015$) 
Total Capital Cost (Nom$) 

Source: 

1.000 
1.000 

I 

2015 
Year I 

$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 

201 I 
31.50'!/o 

1.020 
1.020 

0 

2016 
Year 2 

$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 

Input data in blue 

Generation CaQital Structure and Cost 
Return Ratio 

Debt 5.74%. 60.00'\\, 
Preferred 0.00% 0.00% 
Common 8.75% 40.00% 
TOTALS 100.00% 

2012 2013 2014 >=2015 
30.00% 30.00% 30.00% 30.00% 

2.00% 2.00% 2.00% 2.00% 
2.00% 2.00% 2.00% 2.00% 

3000%1 

1.020 1.020 1.020 1.020 
1.040 1.061 1.082 1.104 

0 0 0 0 

2017 2018 2019 2020 
Year 3 Year4 Year 5 Year 6 

$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 
$0 $0 $0 $0 

B.T. Cost A.T. Cost 
3.44% 3.44% 
0.00% 0.00% 
5.00% 3.50% 
8.44% 6.94% 

1.020 1.020 1.020 
1.126 1.149 1.172 

0 0 0 

2021 2022 2023 
Year? Year 8 Year 9 

$0 $0 $0 
$0 $0 $0 
$0 $0 so 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
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Incremental DeQreciation Rates: Service Life 
20 

Rate 
5.00% 
5.00% 

Generation 
Distribution 20 

1.020 1.020 1.020 1.020 1.020 1.020 
1.195 1.219 1.243 1.268 1.294 1.319 

0 0 0 0 0 0 

2024 2025 2026 2027 2028 2029 
Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 

$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 

1.020 
1.346 

0 

2030 
Year 16 

$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
$0 
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Annual Escalation Factor 1.000 1.020 1.020 1.020 1.020 1.020 1.020 1.020 1.020 1.020 1.020 1.020 1.020 1.020 1.020 1.020 

Compounded Escalation Factor 1.000 1.020 1.040 1.061 1.082 1.104 1.126 1.149 1.172 1.195 1.219 1.243 1.268 1.294 1.319 1.346 
ISO Index 1 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

O&M Calculated based on Percentage of Rate Base (Nom$) No (yes or no) Manually enter O&M in next section 
Ifnml¥lmear O&i'vf is req11irvd, mammlly mplll the da/a inw the Mcmucd Input wble 

0 & M based on a percentage of capital cost at ISO, escalated thereafter. 
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 

O&MRates Year 1 Year 2 Year 3 Year4 Year 5 Year 6 Year7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Year 16 
Generation Rate= $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Rate = $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Communications Rate= $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Transmission Communications Rate= $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Other Rate = $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

Total $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

O&M Manual Input (2015$) 
Year 1 Year2 Year 3 Year4 Year 5 Year 6 Year7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Year 16 

Generation O&M $88,000 $264,000 $264,000 $264,000 $264,000 $264,000 $264,000 $264,000 $264,000 $264,000 $176,000 $0 $0 $0 $0 $0 
Distribution O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Communications O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Transmission Communications O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

Distribution Other O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
$88,000 $264,000 $264,000 $264,000 $264,000 $264,000 $264,000 $264,000 $264,000 $264,000 $176,000 $0 $0 $0 $0 $0 

Escalated Manually Input O&M (Nom$) 
Year 1 Year2 Year 3 Year4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Year 16 

Generation O&M $88,000 $269,280 $274,666 $280,159 $285,762 $291,477 $297,307 $303,253 $309,318 $315,504 $214,543 $0 $0 $0 $0 $0 
Distribution O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Communications O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Transmission Communications O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Other O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

$88,000 $269,280 $274,666 $280,159 $285,762 $291,477 $297,307 $303,253 $309,318 $315,504 $214,543 $0 $0 $0 $0 $0 



ATCO Electric Yukon Project Economic Evaluation 
Purchase of Equipment from ATCO Gas 

Cost Impact 

Assumptions: 

Financial Parameters 

Distribution Cagital Structure and Cost 
Return Ratio 

Debt 5.74'Yc. 60.00'Yo 
Preferred 0.00% 0.00% 
Common 8.75% 40.00% 
TOTALS 

Income Taxes and Escalation 
Federal and Provincial Income Tax 
Escalation 

Capital 
O&M 

2 All analysis are based on 11 years 

B.T. Cost 
3.44% 
0.00% 
5.00% 
8.44% 

2015 Income Taxes 

lor costs. 

3 Embedded distribution capital and O&M costs are not considered in analysis. 

Input data in blue 

Generation CaRita! Structure and Cost 
A.T. Cost Return Ratio 

3.44% Debt 5.74% 60.00% 
0.00% Preferred 0.00% 0.00% 
3.50% Common 8.75% 40.00% 
6.94% TOTALS 

2011 2012 2013 20I4 >=20I5 
31.50% 30.00% 30.00% 30.00% 30.00% 

2.00% 2.00% 2.00% 2.00% 
2.00% 2.00% 2.00% 2.00% 

30.00%1 

4 Base Year($) 2015 
I wARNING: Cn[litnl expenditures arc oc;~m-ring in/after JSD Y•~ar In-Service Date 2015 

Incremental Cagital Sgending: 
Annual Escalation Factor 1.000 1.000 1.000 1.000 1.000 1.020 

Compounded Escalation Factor 1.000 1.000 1.000 1.000 1.000 1.020 
ISO Index I 0 0 0 0 0 

2015 2016 20I7 20I8 20I9 2020 
Eutcr ('apitlll t'XJH'nditun•s in 2015 tfollnrs Year I Year 2 Year 3 Year4 Year 5 Year 6 
findude KS&<l and Urrtinc~!!9"J. 

Generation $2,025,100 $0 $0 $0 $0 $0 
(inflated) $2,025,IOO $0 $0 $0 $0 $0 
Distribution $0 $0 $0 $0 $0 $0 
(inflated) $0 $0 $0 $0 $0 $0 
Distribution Communications $0 $0 $0 so $0 $0 
(inflated) $0 $0 $0 $0 $0 $0 
Transmission Communications $0 $0 $0 $0 $0 $0 
(inflated) (Telecom I Telecontrol) $0 $0 $0 $0 $0 $0 
Distribution Other $0 $0 $0 $0 $0 $0 
(inflated) $0 $0 $0 $0 $0 $0 
Total Capital Cost (20I5$) $2,025, IOO $0 $0 $0 $0 $0 
Total Capital Cost (Nom$) $2,025, IOO $0 $0 $0 $0 $0 

Source: 

B.T. Cost A.T. Cost 
3.44% 3.44% 
0.00% 0.00% 
5.00% 3.50% 
8.44% 6.94% 

1.020 1.020 1.020 
1.040 1.061 1.082 

0 0 0 

202I 2022 2023 
Year 7 Year 8 Year 9 

$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
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Incremental De12reciation R Service Life Rate 
Generation 20 5.00% 
Distribution 20 5.00% 

1.020 1.020 1.020 1.020 I.020 1.020 1.020 
I.I04 I.I26 l.I49 l.I72 I.I95 1.2I9 I.243 

0 0 0 0 0 0 0 

2024 2025 2026 2027 2028 2029 2030 
Year IO Year II Year I2 Year I3 Year I4 Year I5 Year I6 

$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 $0 $0 
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Annual Escalation Factor 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.020 1.020 1.020 1.020 1.020 
Compounded Escalation Factor 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.020 1.040 1.061 1.082 1.104 

lSD Index 1 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

O&M Calculated based on Percentage of Rate Base (Nom$) No (yes or no) IVlanuaHy enter O&M in next section 
flnon~lin<!or O&M is requirfrl, mmmal~}· mpnt th~ d(l/(1 ill to tht!. /Yfanllal.lnpul!ahle. 

0 & M based on a percentage of capital cost at lSD, escalated thereafter. 
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 

O&MRates Year 1 Year 2 Year 3 Year4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Year 16 
Generation Rate- O.O'Yo $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Rate = 0.0% $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Communications Rate = 0.0% $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Transmission Communications Rate= 0.0% $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Other Rate = 0.0% $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

Total $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

O&M Manual Input (2015$) 
Year I Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year II Year 12 Year 13 Year 14 Year 15 Year 16 

Generation O&M $13,667 $41,273 $42,099 $42,941 $43,800 $44,676 $45,569 $46,480 $47,410 $48,358 $32,666 $0 $0 $0 $0 $0 
Distribution O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Communications O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Transmission Communications O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Other O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

$13,667 $41,273 $42,099 $42,941 $43,800 $44,676 $45,569 $46,480 $47,410 $48,358 $32,666 $0 $0 $0 $0 $0 

Escalated Manually Input O&M (Nom$) 
Year I Year 2 Year 3 Year4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Year 16 

Generation O&M $13,667 $41,273 $42,099 $42,941 $43,800 $44,676 $45,569 $46,480 $47,410 $48,358 $32,666 $0 $0 $0 $0 $0 
Distribution O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Communications O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Transmission Communications O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
Distribution Other O&M $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

$13,667 $41,273 $42,099 $42,941 $43,800 $44,676 $45,569 $46,480 $47,410 $48,358 $32,666 $0 $0 $0 $0 $0 
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Ratepayer Impacts from Watson Lake Bi-Fuel Project ($million) 

2015 2016 2017 2018 2019 
Capital Cost ($million) at yr end 
Total LNG 2.85 
Net LNG 2.78 2.64 2.49 2.35 2.21 

Annual Capital Cost ($million) 
Depree LNG 0.07 0.14 0.14 0.14 0.14 
Return LNG 0.12 0.23 0.22 0.21 0.19 
O&M LNG 0.01 0.04 0.04 0.04 0.04 
Total LNG 0.20 0.41 0.40 0.39 0.38 

Annual Fuel Cost ($million) 
Forecast Generation (GWh) 15.3 15.3 15.3 15.3 15.3 

% Diesel Displaced by LNG 7% 32% 50% 50% 50% 
Fuel Cost 

LNG 0.18 0.80 1.25 1.25 1.25 
Diesel 0.33 1.51 2.35 2.35 2.35 

Difference (0.15) (0.70) (1.10) (1.10) (1.10) 

Net Ratepayer Impact ($million) 
LNG+ Diesel 0.38 1.22 1.66 1.65 1.63 
Diesel 0.33 1.51 2.35 2.35 2.35 

Cost (Savings) 0.05 (0.29) (0.70) (0.71) (0.72) 

Notes: 
1. Presentation and fuel cost assumptions are consistent with those presented by YEC and accepted by the Board in 
the YEC LNG Project proceeding (Exhibit B-13, YEC LNG Part 3 Update Filing Appendices, March 27, 2014, Table 
1) 
2. All capital costs depreciated over 20 years; return on mid-year rate base at 8.5%/year 
3. Diesel fuel costs at 30.8 c/kWh other diesel (grid average) (consistent with YEC) 

4. LNG delivered fuel costs at 14.0 c/kWh (assumes supply from Fortis at Tilbury, BC at an AECO gas price of $4.50 
per MMBtu plus $0.30/MMBtu [to reflect Sumas equivalent price], using A-Train units for delivery to Watson Lake on 
route to Whitehorse with updated haul cost of $6.59/MMBtu [$5.99/MMBtu plus 10% for initial low utilization] 
(consistent with YEC)), adjusted for change in efficiency of units, resulting in total cost of LNG of 16.4 c/kWh 
5. Capital includes cost of purchasing storage and vapourization equipment from ATCO Gas for $2.025 million 
6. GWh represent total forecast generation at the Watson Lake Plant 

7. O&M costs assume only Storage and Vapourization maintenance costs; transportation-related costs are included 
in the 16.4c/kWh rate for LNG FOB Watson Lake. 

8. Assumed commissioned September 1 2015, displacing 70% of diesel for one 750 kW (95% availabilty) engine. 
Utilization ramps up to full plant converted at 50% displacement by mid-2016. 

Total Cost 
(Savings) 

(2.36) 


