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AN ORDER IN THE MATTER of the Public Utilities Act
Revised Statutes, 1986, c. 143, as amended

and

A Joint Application by Yukon Energy Corporation and
The Yukon Electrical Company Limited

BEFORE: B. Morris, Chair; and )

1.0

2.0

G. Duncan, Acting Vice-Chair ) June 11, 1996

ORDER 1996 - 7

APPLICATION

On November 17, 1995 Yukon Energy Corporation and Yukon Electrical Company
Limited (“YEC/YECL, the Companies™) filed with the Yukon Utilities Board (“Board™)
pursuant to the Public Utilities Act (“Act”) and Order-In-Council 1995/90, an
Application requesting an Order granting new rates, effective with consumption January
1, 1996 with a further increase on January 1, 1997,

M

'The General Rate Application also proposed changes in rate design, with average
increases of 18 percent to the Industrial class, 4 percent to the Government Residential
class, 12 percent decreases to the General Service non-government classes, and 23
percent decreases to Street Lights rates and Rate Riders for other new mines. The
Application proposed to establish a Rate Stabilization Fund, amend Electric Service
Regulations and withdraw previous reporting requirements.

In accordance with Board Orders, a negotiated settlement process took place and a
public hearing into the Application was held beginning on March 18, 1996 in
Whitehorse, Yukon.

NEGOTIATED SETTLEMENT

2.1 Overview

As aresult of the public workshops and settlement discussions held during the week of
March 4, 1996 a settlement agreement was achieved with respect to numerous issues in
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the Companies’ Application (Exhibit 142). The settlement participants agreed with the
contents and details of the Application, except for certain adjustments and the
identification of specific issues which were reviewed by the Board in a public hearing.

The settlement agreement also accepted the rate design philosophy of the Companies
subject to review of cost of service allocations and the appropriate revenue/cost ratios
that are to be achieved by various customer classes. Although the cost of service studies
in the Application were accepted by all parties for this rate-making period, the
Companies agreed to provide a preliminary community-based 1995 cost of service study
by July 1, 1996. (T. 49) On March 15, 1996 the Companies filed the schedules required
to calculate the revised revenue requirement based on the negotiated settlement package
(Exhibit 148).

2.2 Revenue Requirement Decision

The Board has a statutory responsibility to regulate in the public interest and therefore
the Board cannot accept a proposed settlement unless it is persuaded that the settlement
agreement is in the best interest of the public. This ultimate responsibility cannot be
delegated to the Board staff or to a negotiation group. During the public hearing, the
Board heard evidence and argument with respect to the Application and the negotiated
settlement package, with the exception of certain cost of service arguments to be filed by
March 25, 1996. (T. 145)

The Board, being satisfied that the settlement agreement was in the best interests of
the public, accepted the settlement package as presented and issued Order 1996-6
which also identified the hearing costs to be included in the Companies’ revenue
requirement. ‘

COST OF SERVICE ISSUES
3.1 Line Losses

In its March 25, 1996 submission (Exhibit 181), the Anvil Range Mining Corporation
(ARM) states that it represents about 40% of the total Yukon electrical load and
therefore there is no reason that its line losses cannot be calculated independently. The

Companies argue that, since the majority of line losses occur in low voltage distribution
and not high voltage transmission, the losses attributed to ARM should not be based on
the Yukon average.

Rates that are designed so that a customer only pays for costs of assets directly
attributable to their load are essentially a regionalizing of the rate structure. In order to
regionalize ARM’s rates and charge them only for the system losses caused by their
load, YEC/YECL would have to perform several system load flow studies with and
without their load. To eliminate a degree of uncertainty, the load flow studies would
have to be done under different demand and system configurations. These studies could
then form the basis for calculating the system losses attributable to ARM (station loads



would have to be added on a prorated basis). In addition, system costs would need to be
analyzed to determine what proportion of costs are attributable to ARM’s losses. The
appropriateness of regionalizing rates in the Yukon has not been determined and this
hearing did not examine any such studies. Therefore, the Board has an insufficient base
to draw any conclusions regarding the impact of such rates on other customer classes.
At present sections 4 and 6 of OIC 1995/90 preclude the implementation of more than
one rate zone. However, this issue may require future action and the Board will consider
the merits of a more detailed evaluation at a later date.

According to ARM, evidence presented at previous GRA hearings has indicated that the
line losses for the Faro mine were below the Yukon average (calculated to be 6.62%, by
Dr. Ileo, a consultant representing Curragh in the 1993/94 General Rate Application
hearing). Since studies are currently not available, ARM concludes that the Companies
are simply estimating the results without supporting backup evidence. ARM therefore
requests that the Board accept the conclusion reached by Dr. Ileo or direct the
Companies to perform the studies to resolve the issue.

The Companies respond that Board Decision 1993-8 considered line losses and found
that line losses for industrial customers should not be adjusted at the time. In addition,
the Companies state that the Board concluded that circumstances had not changed to
warrant a revision to the cost of service or rate design principles from those established
in the 1992 Cost of Service hearing. The Companies submit that Anvil had not provided
new information to the Board which would provide a basis to review the line losses with
respect to the cost of service allocators and that, based on current evidence and prior
hearing information, there is no justification for the Board to conclude that the
determination of line loss is “discriminatory or unfair” (Exhibit 189).

The City of Whitehorse offered the view that the bulk of the line losses occur in the low
transmission system while ARM is served at high transmission voltage. In this
circumstance, it considers that the increase in line losses attributed to ARM is a result of
the mine being at the end of a long transmission line from the hydro generation facility
(Exhibit 186).

As stated by the Companies, the line loss calculation elements are transmission,
distribution and station losses and each is integral to the line loss calculation (Exhibit
153). In the original Application, the line losses were calculated to be 13.47% but a
subsequent study revised the losses to 11.13%. The Companies stated that there were a
number of factors that accounted for this difference:

- The transmission line distance between hydro generation (which is dispatched before
diesel generation) and the Faro mine causes significant line losses;

- Line losses are reduced when the diesel units at the Faro mine are operating;

- Station service electrical heating load can be derived from hydro (when there is
surplus) or waste heat from the diesel generation units;

- System modeling error occurs when yearly energy values are converted to average
demand; and



- The Companies have assumed that a new 3.0 MV diesel unit (installed in 1993) will be
used heavily during the test years (Exhibit 153).

The Board accepts the revised line loss calculation of 11.13% as presented by the
Companies. However, this issue may require future action and the Board will
consider the merits of more detailed evaluation at a later date.

3.2 Demand Allocation based on KV.A and kW

ARM’s concern is that the cost of service study is based on kWs and not KV.A; that the
Companies have not adjusted KV.A’s in the study to reflect a power factor of about .95;
and therefore the electrical demand has been over estimated resulting in additional costs
assigned to ARM which are not justified (Exhibit 181).

According to the Companies, the forecast demand was converted from KV.A to kW with
the appropriate power factor before costs were allocated in the cost of service study. The
power factor was determined on the basis of information provided by ARM while
historical information was collected from the previous mine operator. Therefore ARM
has its costs allocated on the same kW basis as every other customer (Exhibit 189).

The City of Whitehorse contends that the cost of service study is consistently based on
the kW unit where appropriate, therefore there is no issue (Exhibit 186).

ARM may be confused with the rate structure. The rate form with a KV.A
component is intended to encourage a high power factor and does not indicate the
cost allocation process. The Board finds that the correct conversion to kW has
been performed to determine the appropriate alloeators.

3.3 Attachment to the System of a “New” Customer or an “Old” Customer

ARM argues that it is a new company that has taken over an old mine and that the Board
should not permit the mine to be burdened with specific cost allocations that applied in
the past. If this is taken to be the case, the transmission line from Whitehorse to Faro in
fact was not designed for ARM and is fully depreciated, therefore the rate level to ARM
should reflect the current cost of the line.

The Companies argue that the vintage of the customer is irrelevant in the development of
a cost of service study, stating:

“In fact this method specifically makes the vintage of (a) customer irrelevant,
which combined with its stability makes the fully allocated embedded cost of
service study the universal standard of fair cost allocation.” (Exhibit 189)

It is the Companies’ view that there have been no changes in circumstances that require
a revision to the methodology from that established in the 1992 Cost of Service Report
(Exhibit 189).



The City of Whitehorse states that ARM’s argument is irrelevant and the mine should be
treated like every other customer in the Yukon that must pay a rate based on the
embedded cost of service (Exhibit 186)

The allocation of specific transmission costs to ARM conforms to similar practices
in Canada. The assignment of 85% of costs of the Faro transmission line to the
industrial rate class is based on usage and is not related to the status of old or new
customer. In the absence of the mine load, the (ransmission line would not have
been built. The current cost of service was prepared in accordance with the Board’s
recommendations in 1992 and subsequently reaffirmed in its Decision 1993-8

(Section 6.1, page 99).

The Board finds that the vintage of a customer is not currently appropriate to the
development of the cost of service studies for the Yukon.

3.4 One Rate Zone, Pooling of Income Taxes and Other Costs

The Yukon has two electrical systems operating under different ownership. Each one has
a different cost structure, one pays income taxes (YECL), and the other (YEC) does not.
Although ARM is a customer of Yukon Energy Corporation, under the concept of tax
pooling, it is responsible for taxes incurred by YECL. In ARM’s opinion, the legal basis
for pooling income tax costs has never been explained and the argument that the same
class of customers must pay the same electrical rates whether they are customers of YEC
or YECL is without foundation as YECL has no industrial customer class.

As well, according to ARM, any requirement to charge postage stamp rates does not
preclude the Companies from determining the actual costs to supply each customer class,
including large industrial customers such as ARM. ARM asserts that, without proper
price signals, longer term strategies to develop power options cannot be developed. It
argues that customers on the Whitehorse-Aishihik-Faro (WAF) system subsidize the
diesel generation component of the system. The result is that the cost of diesel in
outlying communities does not reflect actual costs and inhibits the development of
competitive sources of alternative power generation.

ARM believes that tax revenues should be the source of funding for a social assistance
policy and that two separate rate zones would eliminate the cross subsidization. The June
1985 NEB Decision indicated that there should be two separate rate zones divided
between diesel and hydro (Exhibit 181).

The Companies point out that the present cost of service methodology, including the
method of pooling income taxes and other costs, is the same as the method approved by
the Board in the previous GRA. The Companies argue that there is no discretion
provided to the Board or the Companies to decide costs that should be pooled. The rate
charged by both companies, YEC and YECL should be the same and all areas of the
Yukon must be pooled in determining a Yukon-wide cost of service (Exhibit 189).



The City of Whitehorse states that the Board is prevented from adopting ARM’s
argument under OIC 1995/90, Section 6 (1), which requires that rate levels for customers
in the same class be identical across the Yukon (Exhibit 186).

The Board has a responsibility te represent all customers in all classes and cannot
rely on an intervention by a single customer in any one class to adequately
represent the entire class.

According to OIC 1995/90, Section 6 (1), pages 4 and 5, the following condition
applies:

“The Board must ensure that the rates charged to major industrial power
customers, whether pursuant to contracts or otherwise, are sufficient to
recover the costs of service to that customer class; those costs must be
determined by treating the whole of the Yukon as a single rate zone and the
rate charged by both utilities must be the same.”

Therefore, in the Board’s view, the eniire Yukon must be treated as one rate zone
and costs must be pooled ir order to develop a rate that is equal for both utilities.

3.5 Classification of Whitehorse #4

According to ARM, the classification of Whitehorse #4 to 100% energy results in an
unfair burden being placed on this industrial customer. Since the hydro facility is
operated for baseload it is no different than Whitehorse #1, #2 or #3. Generation is
operated collectively and one unit should not be separated out. ARM states that, if
conventional utility practice were applied and Whitehorse #4 were considered the same
as the other units for cost allocation purposes, then there would be less cost burden
transferred to the mine.

The Companies state that the rationale for building Whitehorse #4 was to replace diesel
generation with lower cost hydro generation, that no extra peaking capacity was
provided to the WAF system, and that the classification to 100% energy has been
examined in previous hearings without a change to this current method (Exhibit 189).

In the Cost of Service Study Report, the Board recommended that, based on the available
evidence the appropriate method of classifying the costs associated with Whitehorse #4
was to apply 100% to energy. The Board at that time also recommended that the
Companies perform a study of Whitehorse #4 to determine the impact on the capacity of
Aishihik at the system peak. The results of that study were provided to the Board in the
1993/94 GRA Volume 1, Tab 5, pages 5.2 - 12/13 (YUB - YECL - 1 - 53). The resultant
study confirmed the earlier conclusions.

The Board finds that the allocation factor used is appropriate and is consistent with
past practice, and is appropriate at this time. However, the Board makes no
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comment on the conclusions of the Company study and will consider the issue still
subject to review at a later date if circumstances change.

3.6 Classification of Other Hydro Facilities

According to the Companies, the usual practice is to classify hydro facilities as 60%
energy and 40% demand and that this procedure has been followed with the exception of
Whitehorse #4 which reflects the specific cost causation for this facility. The Companies

3 i - : <7 tlha Dnned 32 4l s N A
submit that the current classification which was accepted by the Board in the last GRA

be approved as no valid alternative allocation has been proposed (Exhibit 189).

The City concluded that there is no new evidence before the Board that would change
the classification of costs to energy and demand (Exhibit 186).

The Board accepts the allocation that has been proposed (YUB - YEC/YECL - 1 -
51). It was affirmed as Board Recommendation #2 in the Cost of Service Study
Report and the Board agrees that there is no new evidence to change that opinion.
However, the Board considers this issue open and subject to review in a future
proceeding.

RUN-OUT RATES

It is New Era Electric Corporation’s (“New Era”) contention that run-out rates are
important to provide the correct price signal to consumers so that conservation and
energy alternatives can be properly evaluated. In fact, the run-out rates should properly
incorporate long-run marginal costs.

New Era indicated that this currently is not possible since the Companies have not
provided this information and are in violation of a Board Order (Cost of Service Study

Report, page 40, Recommendation #11) which required a long-run marginal cost study
to be performed on the system. This report stated that:

“for the purpose of identifying long-run marginal costs that should appropriately
be included in run-out rates, and the results of this study should be presented to
the Board by the Companies at the time of the next general rate application.”

New Era’s review of the Good Hope Lake contract and the 1966 cost of service indicated
that the operating and maintenance cost of $.016/kW.h is incorrect and that the proper
rate should be in the range of $.064 to $.10/kW.h. Based on this information, New Era

‘concluded that the Companies achieved a before-tax return on equity of between $67,000

and $134,000.

Since this information is vital to rate design and the Companies were unwilling to
complete the assignment as the Board Order required, the intervenor requested that the
Board appoint an independent consultant to develop the recommended study (Exhibit
176).
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The Companies state that there is a distinction between “Recommendations” as set out in
the 1992 Cost of Service Report and Board Orders as a result of a General Rate
Application hearing. In any case the Board reviewed this “Recommendation” in the
1993/94 GRA (Section 5.2). The Companies provided the required information in the
Capital Hearing submission (Table 1, page 2.3). The Board reviewed this analysis in the
capital hearing and did not agree with New Era that the long-run diesel costs were
unreasonable.

With regard to the diesel installation at Good Hope Lake, the Companies point out that it
is outside the jurisdiction of the Board. It is a negotiated contract that therefore bears
little resemblance to regulated diesel operation and, therefore it provides no basis for
comparison with regulated communities in the Yukon.

The Companies submit that the run-out rates have been prepared on a basis that is
consistent with OIC 1995/90 and which the Board approved in the 1993/94 GRA. This
method was consistent with accepted rate design principles and reflects the incremental
costs. The Companies assert that it is only New Era that demands a change in the rate to
reflect long-run as opposed to short-run marginal costs (Exhibit 189).

The Board finds that the run-out rates have been designed consistent with rate
design principles and specific directions established in OIC 1995/90. The resultant
rate in each of the five zones (Hydro-Diesel, Watson System, Dawson System, Small
Diesel and Old Crow) reflect short-run variable costs (Exhibit 1, Tables 3.2 and 3.3)
which the Companies must meet.

Under item 10 of the Settlement, the Companies are committed to provide a cost
assessment of each of the communities in the four rate zones (based on the 1992
methodology revised with current information). The Board is cognizant that rate
design objectives may be in conflict and there must be trade-offs to achieve a
particular outcome. In this case, revenue stahility, recovery of cost and the
appropriate price signal are achievable results in the current methodology that
have been incorporated in the run-out rates. The Board agrees that it is necessary
to provide the correct price signals to consumers which accurately reflects costs of
providing service so that rational energy choices can be made. The Board believes
that the study to be filed by the Companies on July 1, 1996 is an important element
of future rate design and conservation programs. This material has been requested
by intervenors previously and the Board hopes that distribution and consideration
of this costing data will assist in building an ongoing productive consensus between
the interests of customers and the Companies.

REVENUE/COST RATIOS

Subject to rates that are maintained to fund the Rate Stabilization Fund, the Application
proposed rate adjustments for non-industrial customers that will bring revenues closer to
costs for specific classes (Table 3.1). As previously noted, OIC 1995/90 requires that
rates to the industrial class be sufficient to cover its cost of service. Arguments on the
appropriate revenue/cost ratios to be achieved in the residential class were submitted by



the Utilities Consumers’ Group and the Association of Yukon Communities, with reply
by the Companies. '

The Utilities Consumers’ Group requests that the Board direct the Companies to not
increase the revenue/cost ratio for the residential class above 75% for the test years or
for the foreseeable future (Exhibit 180).

The Association of Yukon Communities requests that the revenue/cost ratio for the
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In the 1992 Review of Cost of Service and Rate Design, Recommendation #9, the Board
recommended:

“that a target range for revenue to cost ratios of 90% to 110% be established for
all customer classes other than the industrial class, and that the Companies take
the necessary steps to improve the quality of their cost of service studies so that
a target revenue to cost ratio of 95% to 105% will be attainable.”

In 1996 the revenue/cost ratio for the non-governmental class was approximately 79%
but after rate relief this declines to 68%. The Application does not propose any change in
the non-government residential rate until the government rate relief has been eliminated
since, until then, residential customers will see no changes in their bills and the correct
price signal won’t occur. However, the Board-approved reduction in revenue
requirement will result in the residential revenue/cost ratio moving to 80% in 1997.

In the Board’s view, this rate design provides a legitimate but modest signal that
rates are moving in the correct relative direction to meet the respective costs of
each class. The Companies are directed to file for approval tariff schedules together
with supporting evidence that demonstrate compliance with the Board’s Decision.

The Companies are to design a rate shift program that would target revenue/cost
ratios in the range of 90% to 110% over a ten year period (T. 53). These proposals
may include setting up a Rate Redistribution Fund which would hold a portion of
the total rate relief in a particular year so that it can be used in subsequent years to
mitigate a rate increase to a specific class.

DATED at the City of Whitehorse, in the Yukon Territory, this 11th day of June, 1996.

BY ORDER

/é,%/wu,\ h%_.w/p’

Brian Morris
Chair
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No. of Pagés i /-‘11
. _ : From:
-  Noue DRELY s, (Pl
lgllr J. Slater - IO o Company:
Sovetary ' : : T o § Fax No.: ] ,.-/
Yukon Utilities Board x —
P.O.Box 2703 o : Comments: _¢
-+ “Whitehorse, Yukon :
Y1A2C6
Dear Mr. Slater:

Re: Settlement of Certain Issues Concerning

Revenue Requirement and Rate Application of YEC and YECT. ("the Companies™)

As a result of the public workshops and settlement discussions held du.nncr the week of March 4, 1996 a |

proposed scttlement has been achieved with respect to numerous issues in the Companies' Application.

‘The proposed settlement and the letters of endorsement from part1c1pants are attached for the use of the

Board Panel heanng this Apphcauon This. mformatlon is to be made public and available for review by
f\any paruolpants in the process ' :

You wﬂl note thaI the Utilities Consumers Group ("UCG") letter of endorsement for most of the settlement

‘package mcludes a number of adjustments, UCG no longer supports the negotiated level of return on

equity ("ROE") at 11.25 % for YECL (YEC is to receive an ROE one-half percent lower). UCG propos

to file the Declsmn of the Nova Scotia Utility and Review Board which apparéntly has et a return on.

oqu1ty for Nova Sn.otxa Power at 10.75%.

: Tn preparatlon for rcv1cw of ROE all pames may wish to. analyse the package of mforma‘uon made
'avaﬂable asa result of the pubhc workshops. The proposed RDE ©f 11.25% is equal to that allowed by
the National Energy Board for low risk utilities. ba:aed on.a. foreca:,t of long Canada interest rates at.8%.
TheProposed settlement retum is 25 basis pomts h1gher than that awarded the lowest risk utility in British
Columbld by the B C. Utlhnes Commission, based on a long Canada forecast of 8%. Other data
prov1ded mdlcates t.hat Teturns to other untilities are hi gher than that level in other jurisdictions and the new |
-mformauon from UCG identifies one tribunal which has awardod a lower return on equity. Parties may

~ wish to review the cucumstances of the award in Nova Scotia in companson with that provided by other
LL.tbu.udlb 1 Cduddd the evidence uf MuShane cu.ul Sheiwi and Lht: GAI.L.JJ.I. lu wluoh ke beuclunark Jung

- Canada bond has rcoontly increased up to 8.22%.
_J

\wo _
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f/(h\UCG also pi'dﬁ&s'es that the net revenues of the Companies éfféctively become “deadifpied"j" This issue
has mot previbﬁélj been raised in this process. In such an instance any excess earnings or‘def_ici'em:ies will
be offset so that the company earns its allowed return on equity in both good yevars and bad. Tt will be up
to the Board to determine if this new issue should be considered in this hearing, stﬁdi_ed towards review at

a later period, or dismissed.

We believe that concerns with respect to items 2, 9 and 6 of the proposed settlement are covered by the
‘settlement terms, V - o

By way of procedures on the first day of the hearing, we expect that !bé-Conipaniés would Pfdvide apanel
~ to explain the terms of the settlement. Other signatories to the settlement would speak to-their endorsement
of the package, UCG and other non-signatories would undertake any cross-eXamination of ROE or issues
Dot supported. Thereafter, UCG orothers may lead evidence in support of their positions. Following
final argument, the Board may ‘wish to retire to consider whether it is prepared to accept the settlement, If

any segments of the séﬁlenient are to be altered the Board should,provide an opportunity for partiesto . .-

open up other issues which 'i:h,ey may have previously tied together in their acgeptaﬁce of the settlernent,

Yours truly,

™ | S
= | LA \/ -
‘ o W.J. Grant » _

WIG/mme

(-
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- March 11, 1996

Re: Proposed Settlement of Tssues
Concerning the Revenue Requirement

and Rate Design Application of YEC and YECL

‘The purpose of this 'Ietter is to record the settlements we bave achieved with respect to specific issues inthe
YEC and YECL (“the Companies™). Application. This letter remains confidential until it is submitted to the

" Yukon Utilities Board for consideration. I, therefore, ask that you provide to me a communication of

 endorsement for the proposal so that we may forward it to the Board and make it public by 'Wednesday,

o

P

March 13, 1996.

1 ﬁavé;:aken the liberty of feorderingissues in our prbposed settlement working sheets so that they align
better with the subject areas of discussion in the Application. Thave also.added words to the bullats that

we have agreed upon to explain the settlement to those parties who were not present at negotiations. -

Yhe settiement paitiéipahts agree with the content and details.of the Application, save for the following

~adjustments and identification of specific issues to be reviewed by the Board in public hearing. It is

recognized by all the parties that the agreement represents a package proposal within which there has been
give-and take by all parties. Mo issue isto be severed from the proposed settlement without allowing

signatories the opportunity to. address otherrelated issues in the package. .

~The terms of the settlement are as follows:

It .'isﬂagréad, t.hatv tﬁe ROE

for 1996 and 1997 is to be set ar 11.25 percent and that a Diesel
Contingency Fund isto be-established. -~ . .. - - 7 0

2. Diésel Contingency Fupd . .

'Tlnsfundisto replacc thev}fprcpdsad rate stabilization fund. The fund wﬂl operate to smooth

customer-tate changes.and offset forecast diesel costs. Rates and the fund will be determined using- - -

the long-term average water expected to be available for generation (105 + 246 GW.h). The initial
funding will be determined based upon the funds available as at December 31,1995, If additiopal
Tunding becomes available due to-other determinations with respect to diesel costs or otherutility

- costs in 1995, the fund will be adjusted. The fund is only to be used for the purposes of
stabilizing customer rates and offsetting diesel generation cost estimates and the fund is not to be ‘
accessed for other reasons, including government subsidy of rates.

The cap on the fund is set at the initial contribution level. If the fund accumulates revenues in

\) excess of the cap, the surplus balance ar the end of the vear is to be refimded by way of a rate-rider

to customers over the following two years. If the fund falls below the equivalent negative cap
level, a rate-rider increasing customer bills will occur to maintain the fund within the positive and



‘negative cap levels, ‘The fimd is to attract interest based upon the short/intermediate term bond

rates in which the Companies may invest the fund and any negative balances wonld only attract
mterest at the Jowest short-term borrowing Tate available to the-Companies through a line of credie.
The fund is fq—dperété Q_ilti;idé of rate base but an anmual report detailing additions and deletions to
the find is to be filed with the Board so that the Board may oversee the fund activities. The Board

‘will direct the Companies on the additions and deletions to the fund. The annual report to the

Board will also include a forecast of avaﬂableng(ater for the following year.
Cottd S v |

The Companies agreed to back preferred shares out of their capital structure as soon as feasible.
As the preferred shares are refunded, the Board isto consider appropriate comumon equity levels at
future GRA. hearings, having regard to the most efficient capital stmcture for the future. -
Demand-Side Managerpent (“DSM?) | |

The DSM costs identified in the Appﬁcaﬁon are accepted, A working groﬁp is to'be formed, under
terms of reference set by the Board, to make recommendations on energy management,
conservation and efficient use programs and rates. The working group will also consider rate
methods to encourage indnstrial self-generation when this will benefit system rates. The working .

group willalso consider joint programs with municipalities. This working group is to be convened
within one month following the Decision and areport is to be filed with the Board no later than

November 1, 1'996.

Capital Projects -
Thev'propdséd‘ capital projects schednle of the- Companies is agreed to with the following changes:

- * The new diesel plant at Dawson is agreed to.

¢ The Grum Substation is to be reassessed with ARM and it will only be added if required, and if
alternative generation is not feasible. ‘The capital cost of the substation:and additional works is-
to be recovered from ARM so that there will be no impact on other enstomers.

~  Amy new ftransnﬁss’ibn, distribution or substation capital requirement for new mines is to be -

paid forup front by the new mine so that other customers are not burdened with these costs.

* The pmposedautomaﬁcmetermadmg prdgfé.m.is removed frorn mé:’1'997‘budget and will be
reconsidered-for inclusion in 1998, or later. -~ N _

The revéﬁﬁé;réqﬁreﬁieﬁrbud@ts are accepted with the following conditiens or changes:

-~

* Thesales forecastis tobe rewsed based on the ARM Slurry Pipeline ﬁqi:.proceeding.

* The Companies will revise the 'bﬁdgers to reflect the agreed upon tIong—term average water
levels in the Diesel Contingency Fund. o _ _

. »The Compames aré;mdérta’king a revised line loss study which is to be filed before the hearing
and_ wi_Il be considered at the hearing,

(,‘,'
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'+ The program of additional maintenance for upgradings which is scheduled for'c#ﬁmble'ﬁon' in -

1996 has been reviewed and is agreed to by the parties, .

* The escalating cha:ges from YECL's pafent company, including potential futuré customer-
mfonnanon.system charges, are to be reviewed annually and the company is to seek out least
cost alternatives, S -

+ The Companies are to prov'i'de actual rate application costs for determination of final rates.
Review of Land Transactions C | '

The proposed actions to dispose of certain housing and reconstruct new ‘housiné ‘have been
reviewed and found to be generally acceptable. The Companies detailed that any revenues-from the
sale of existing housing has been shown on the boaks such that it offsets a part of the new housing

construction. UCG is to consider this issue farther and report back to the Board prior to the
hearing if it wishes to pursue further examination of the Companies' land transactions.

1995 Interim Rateg

The partjes agree that the 1995 Tnterim Rates should be confirmed as permanent, -

- ARM Interitn Rates

The interim rates outaténding for ARM since 1994 are to be conﬁhned.as Dbermanent.

' Rate Design Tssues

The rate design philosophy of the Companies is acbepted'subject 10 review at the hearing of Issue
No.-11. ' . .

b YECL and YEC are to commit to provide a preliminary cost assessment of each community in the

poiXEAE Y

- fourzones based upon the same methodology as was used in the 1992 study, updated to use 1995

| data. The cost assessment i to be filod wits tho Boscd by July 1, 1996,

11.

Cost of Service Alloémggs

. "'I‘l':lé'»éost of service allocations are to be reviewed at the public hearing along with the appropriate
. revenue/cost ratios that are to be achieved by various custorner classes. -

s Perf; orman mance Indica tors

T TheCompames ha"ée‘pmviﬁed >pe£f6rmanccindi'cators as required by previous board decisions.
-+~ Further analysis is to'be undertaken to determine meaningful, measurablé performance indicators to - ~-

be used as a tool for management to assess petformance in the areas of fiald generation,

. Iransmission, distribution and customer service. A report is to be filed by July1, 1996, Based on
. the success of performance indicators during the current test period, the companies may suggest
- incentives tied to performance indicators fora futare GRA.



13. Home Ba@ Bngipesses -

The Companiqs’ policy with -fespect to home based businesses has been reviewed and found tg be
acceptable. It is to be filed as an Electric Service Regulation, - . -

14, Electric Service Regulations -

The prqposed‘ihcreasc-in.charges for dishonoured cheques and reconnection charges are agreed to
as being reasonable. o L - o e

--=15. Rgtg. ntion of Mg‘,t_lth]x'Time Shéetg'for YEC _
An annual 'mporting by March 31 Tof:t'h: 'foilowing'ycar, is to be filed with the board detziﬂing time

: - spent on YEC versus YDC activities. = , - . ‘ :

16.  Filing of Monthly Fuel and Qutage Reports

It is agreed that these reports should be rcplaqe‘d by performance indicators as they are developed. -
Until then quarterly reporting should be adequate for Board and customer reviews.

- this proposed settlement. It may be that the Teductions identified will lead to lower rates in 1996, That
- filing is to be made by »Friday,fMarc‘h.flS, 1996, L :

The companies are to provide an updated ﬁ]jng'tc the Board showing the revised revenue requirernents of

<750 another matter, the participants considered the UCG complaint with respect to water spillage in 1993

hd 1994, The parties were unable to achieve a.consensus view to suggest a resolution of the cornplaint.
Al intervenors present have agreed thax'this‘complai.nt should be heard at the upcoming public hearing. -

i intervenors at the workshops and
setflement discussions. The extensive efforts made by all parties to understand each issue along with the
- coneerns and interests of other parties has allowed. this settlement to come to fmition, - - D

In closing, I wish to commend the efforts of the Companies and all

’ ' |  Yours truly,

| W, Grant
WIG/ssc S

MiscCor/YECYECL Spcciﬁc\l’ésu&c



- YUKONENERGY -
CORPORATION -
z #304 - 204 LAMBERT 3
~— WHITEHORSE - .
YUKON Y1A1Z4
' ' Telephens (403) 667-50
- 2/8025 ' : FAX (a03) 665-33;7

March 12, 1996
BﬁﬁSh-Célum‘bia Utilities Commission
- P.0.Box250 &
-~ 900 Howe Steet, Sixth Floor

. Vancouver, B.C.
 VE22N3

Attention: Mr. W. . Gram, Equ

Dear Sir:

Re: . Proposed Settlement of Yssues Concerning the Revenue Requirement and Rage
esign Application of YT ; '

" The Yitken Energy Corporation fully endorses and accepts the Settlement of Issues as contained

in your letter dated March 11, 1996 and received by the Corporation via FAX on March 12,
- '1996. ' - ‘

Thefe~'is_ one.caveal to be noted in regard to paregraph number one, Return on Equity (“ROE™):
_the ROE set at 1125 percent is the ROE of YECL; by stanute the ROE of YEC s thereby set at
- 10.75.percent for 1996 and 1997. - o : .

"The writer also wishes 1o thank all wha pértiéipated in the workshops and settlement discussions
2s 1 believe this bodes well for not only the current GRA but for-fitture applications as well. |
believe that we have taken alarge step towards reduciisg the eosts of such applications 1o the rate

 payers of'the Yukon.

I especially wish 1o commend Messrs, Grant and McKinley for their patience, experise and

'.commiunentjtq assisting all of the parties to work throngh and with this new process.

Yours very tuly,

CADATAMLLSSS 1. LIR, 000 1229



City of Whltehorse-—

-

2121 SECOND AVENUE « WHITEHORSE, YUKON Y1A 103 « TELEPHONE: (403) 667-6401
FAX: (403) 668-8384 Ciy Hall *(403) 668-8387 Purchasing+ (403) 6642395 Municipul Sesvicey
: FAX: (403) 668-5388 Transit » (403) 668-2385 Firehall K]

Aich 12, 1956 : | " File #: 34400203

i Grant

--= -~ British Columbia Utiliies Commission

- Box 250, 800 Howe Streat _
- Sixth Floor o
- Vancouver, B.C.

VB2 2N3

Dear Sir:

- RE; P}oposed Settlenent of lssues Concerning the Revenue
- . {Requirement and Rate Design Application of YEC and YECL

. The-City-of Whitehorse has reviewed the letter (dated March 11, 1996) recording. the
™, Settlements achieved with regard o YEC/YECL's Revenue Requirement-and Rate Design
Application for 1996 and 1997, The City endorses the record as presented in this letter
as the'settlement achieved at the workshop and negotiation sessions of March 4 to 7,
1896 with the clarification noted below, | A :

The City believes the Diesel Contingency Fund agraement was achieved on the basis that
~a review -of the operation of this fund occur at the next GRA 0 try and make
improvements based on experience. The wording of thig section (2) is not clear as to this
Teview occurring and the words may need to be added. S
‘wishes to thank all participants in the workshops and settlement discussions
' beli‘eying;th‘at»the format used provided for a very positive consensus building and is an
excellent method for future rate applications. The City would like to thank B.C. Utilities

-Commissibn.staffjfcr their hard work and commilment to the process. S -

The City

Director of Municipal Services
~ ddr/dls - _
© Al Interested Parlies

(.

L

" RCM.P. CENTENNIAL "WORKING WITH YUKON PEABT v



Y THE YUKON ELECTRICH "'compANv LIMITED
-  AnATCOCompany

e

. B.O, 80% 4180, WHi [EHORSE, YUKON YA JT% +TELER (OGNS (s 633-7000 » FAY (435 668-200

March 12, 1996

British Colmbia Utilities Commission
- - Sixth Floor, 900 Howe Street
Vaneouver, B.C. 'V6Z 2N3
c Attention: Mr. W. J. Grant

Dear Sir:

: 'I'he Yukon Electrical C.ompany Limited (YECL) has reviewed the "Propcm.d Setﬂemem of
Tssues Concerning the Revenue Requirement and Rate Deésign Application of YEC and YECL” .

dated March 11, 1996 and find it lo be an aceurate record of the agreement reached beiween the
,ﬁ.;%}\ interested parties on Murch 6.aud 7, 1996. :

S "YECL’ therefore endorses the proposal as contained in the above-referenced document,

Yours truly, '

THL Y’DAUN njzj% “‘rANYII MITED
%Eng : " |

V:ce Pre51 dcnt and G::neral Manager

‘Postlt* Fax Note 7671 [Pae g g ol TR

(,HK :L: S M T GeanT T L Kbrsaee -
SRR Y i YT | YEee
IFreraw - - Prone-a

B0t beq- 7J0a 1™ do3- 8- e

B.C. UTILITIES CoMMIssIon |
RECEIVED & CKNOWLEDGED;

MAR 121886 -

wur FOR Y2 .u--n-- R -dI‘UNSE:
-.r.u FOR - ‘RESQURCE ROOM

P INFQ, To BE FILED.,_

S =
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s ;:__‘;i.,g —_E?__; {ﬂw} S
L %’;‘f‘gﬁ ) ~ |
A A“vﬂ Bange 117 Industrial Road, Whitehorse, Yukon Y14 218
' 2N Telephone (403)633-5588 Facsimile (403)668-65]
BAIBINS CORPORATION phone ( | ) 3 Facsimile (403)668-6518
March 12, 1996
British Columbia Utilities Commission Via Facsimile No: (604) 660-1102
P.O. Box 250 | = |

800 Howe Street, Sixth Floor
Vancouver, B.C. :

Attenr.i?n: ‘Mr. W. J. Grant, Esq
Dear Sir

Re:  Proposed Setflement of Issues Concerning the Revenue Requirement & Rate
Design Appﬁmﬁon -of YEC and YECL

Amnvil Ra.nge ‘Mining Corporation endorses and accepts the Settlement of Issues
comtained in your letter dated 11 March, 1996 and received 12 Marchk, 1996 via

' ‘facsiti;ﬂe.

Anvi] wishes to thank all who participated in the workshops and settlement discussions
of the 4:t0 7 March, 1996. Also, Anvil thanks the B.C. Utilities Commission staff for
their werk in britwiuy (he workshops and semlement discussions to a frujtful
copclusion. ' SRR IRT .

Best regards

St [72§ -
Kurt A. Forgaard | :
President & Chief E:;ecuﬁve Officer

L



- 1996, the model for the negotiated settleme

Utilities Consumers’ Group
Box 8086, Whiteriorse, Yikon Y1A5L7 -~ ©
| Fax (403) . 633-6361 .

March 12, 1996

British Columbia Utilities Commission o  SENTBY FAX: (804) 660-7102
P.C. Box 250 ' : '

900 Howe Street, Sixth Floor
Vancouver, B.C. V62 2N3

Attention: W.J. Grant, Esq.

Dear Mr. Grant:
Re: Propased Settlement of Issues
Concerning the Revenue Requirernent
2nd Rate Design Application of YEC and YECL

The Utilities Consumers’ Group has received your letter dated March 11, 1996 regarding the

above.

" In the time since last week's NS Workshop, we have had~the‘0ppoftunityzto reflect on the

process, to absorb the significant amount of information. exchanged during the 4 days and to’
considerthe developments in a broader perspective. We have concluded that you, Mr,

-McKinlay, and the two other BCUC staff mémbersdeserve‘i*ecogniﬁon and praise for the

constructiveness displayed by all participants during the 4 days of meetings. -

Theséfobser\'/ations have enabled us to arriyé at additional 'cohclus‘ionswhi'ch’ follow,

olicy, Procedures and Guidelines - Janua

nt process used with the YEC/YECL 1996/97
GRA, says: “When participants sign off a proposed setilement. they agree fo provide their
supportto the agresment and-agree to waive.their right to present evidence and cross-
‘examine on matters dealt with by the agreement” Ui

BCUC's Negotiated Settlement Process -

Part.9 of the booklet says: “There are, however, circumstances where the agreernent may
require amendment: (j) One or more participants may becorne aware of new information that
was not reasonably available to them at the time of the settlernent discussions and which
has a significant bearing on the assumptions upon which the settlemnent was reached”

UCG s éwére of new information: Nova .Scotia Power was fecenﬂy awarded a return on
“equity of 10.75%. by the Nova Scotia Utility and Review Board (NSU&RB). The companies

listed Nova Scotia Power (NSP) as a comparable in response ic UCG-1-58, in APL's ROE
testimony and at the ROE presentation on March 4,1996. In those instances, NSP's ROE
was pegged batween 11.50% - 12.00%, or 75% - 1.25% higher than currently allowed.

This new information appears to undermine results from the comparable earnings test used
by the companies’ experts: “Dr. Sherwin and Ms. McShane concluded that & fair return fora
typical high grade utility is in the range of 11.8% to 12.6% (midpoint 12.2%)." :



i

P

Asnotedin your letter, the agreement represents a package proposal within which there has
been give and take by all parties. In our view, the 11.25% ROE accepted by the companies
're_presentedwhatwe thought was a “give” on their part’in exchange for the several “takes” in
the remainder of the package. However, the new information sheds new light on that
perspective. We no longer belfieve that the companies gave tothe extent previously thought
and the package is unfair until a reasonable concession is made,

It is our position that YECL's ROE should reflect the findings of the NSU&RB at 10.75%.
Consequently, UCG must dissent on section (1) of the package. Confirmation of the -

N SU&RB decision ‘is pending and we will forward the 'informaﬁon-once it is available.

At this opportunity we forward anothar proposal with respect to item #1: "“The companies’

ransferred to the Diess/ Confingency Fund (DCF)". -Protecting the interests of customers
and YEC's shareholders (the Yukon public) by allowing those customers ang citizens to
benefit from savings should be incentive enough for the companies to reduce costs,
Moreover, the companies should not over-earn atthe expense of consumers,

in addition, UCG proposes the following threeame_\ndments to the package:

. Part (2), DCF, the last sentence should be changed to: “The companies shall submjt
to the Board a report cafled Diess/ Contingency Fund Forecast and Varisrice Report
by March 31 each year that shall include a forecast of inflows and generation by plant
for the coming calendar year and a variance analysis of the previeus calendar year
complete with an explanation for any varance." :

* Part(9), ARM Interim Rates, should be refroactive to Jan.1, 19986,

. Part (6), Revenus Requirement, should not be set until ail adjustments have been

taken into account and the Board has approved the final amount,

* We hope that all parties wil understand our position and-_subponvthese' proposed armend-

ments prior to the hearing in order to reduce hearing time and costs, Although UCG cannot

‘agree to the package in its present form, we are optimistic thatthe problems can be over-

come in time for the settlement package to proceed with the endorseme»nt,of all parties.
If you _Hé\‘/éﬂ‘a'rjy?ébﬁ{rhén-téﬂdr questions, please contact us at your convenience.
Yours truly, .

Roger Rondeay
President -~

> x¢: Your mailing list

A
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P.0. Box 590. Waison Lake. Yukon YOA 100 403-336-7778 Fax: 403-536.7522

Harcn-ls,léss

" Mr. W.Grant’ . :
British Columbia Utilities Commission
Bo® 250, 900 Howe Street
Sixth Floor '

Vanesouver, B.C.
V&zZ 2H3

Dgar Sir:

Re: Propased Settlemant of Issues concerning <tThe Revenue
Requirement and Rate Design Application of Y.E.C. and Y.E.C.L,

£ 1 have reviewed your letter af March 11th and en behalf of <tThe

W} member communities of the Associatien of Yuken Communities agree

with the settlemeNt as proposad. We =agree with the City of

Whitehorse that the operation of the Diesel Contingency Tund should

he reviewed at each B.R.A. in eorder *to provide an Aimprovement
process..

-

We will address the issue of cost of service allocaticn at ‘the
upcoming public hearings. '

The Association of Yuken Communities -is pleased that all parties
have committed Tto this process of consensus settlemant. He feel
this iz a much more cost effective method of achieving a settlement
and of benefit to all Yukoners. We wish To Thank vyou and your
- staff for your dedication and cemmithent in assisting the Companies
and intervenors im Teaching this settlement. '

Tour truly,

S S Ko

B. Ravenhill
Chairman, Energy CommitTrtee
- Assacization of Yoken Communities

JBR/te:

HOME OF THE WORLD FAMOUS SIGNPOST FOREST



. NEW ERA Electric Cor poration
| . Small Hydro Specialisis
Box 4491, Whilchljras::gl:kﬂ,ycgln:da Yii 2RS. P;Phanc.ﬂ?ax 403.458.3Q78

March 13, 1548

TO: Jim:31atar . '
' thcn"Utilities Board

BY: Fax 687-5058% PAGES TO FOLLOW: 0

Deagr Mr Slater:

RE: Proposed  5ettlement of Issues Concerning the Revenus
Requirement and Rate Desing Application of YEC and YECL.

RE: Cogt of Service Igsues
v NEW EEA Elwgirle Cux'éaratinn has reviewsed Lthe "Prnpmnsad
Settlement of Issues Concerning the Revenue ' Requirement and
-~ Rate Desing Application of YEC and YECL® and 1is prepared to
accept the proposal, .
3} However NEW FRA 1is DOES NOT bellave that Cost of

Services Issues -can be approprilately resolved with wrillen
submission and .argument, We strongly believe that proposed
run-out rates are heavily croas subsidized, "do mnoétr réTlect
.true costs, and will Jead .to a faulty .allocation of
Tresources. We feel that it fs imperative Lthat we are able to
address the Aissue of Cost of Service at the hearing. The
minor cost savings achieved through avolding this subject at
the hearing are miniscule as ~compared to ‘the present and
future costs of these faulty allocations. S

Kjlezz> -
“Randy Clarkson P.Eng. ~ Peter Percival P.Eng.

cC )

H Kerslake. Yukon Electrical Corporation 668-3985
W Byers. rukon Energy Corporation G668-3327

K Forgaard, Anvil ange Mininngn}p 668-6518

—

/ L Bagnell, Associlatlon of Ynkon Comm B6B-7574
D Raines, City of Whitehorse G6&28-8364

R Rondeau. Utilitiles Consumer Gfpup §33-6361



