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REFERENCE:   PPA 1 
 2 
QUESTION: 3 
 4 
Clause 1.1(h): 5 
 6 

a) Various sources indicate that one ampere is approximately 6.241 X 1018 7 
electrons per second rather than 6.023 X 1023 quoted in this clause, please 8 
clarify. 9 

 10 
ANSWER: 11 
 12 
(a) 13 
 14 
The definition of “ampere” relied upon was taken from Bonneville Power Administration 15 
website at the following link: 16 
http://www.bpa.gov/corporate/pubs/definitions/a.cfm#ampere.  17 
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REFERENCE:   PPA 1 
 2 
QUESTION: 3 
 4 
Clause 1.1 (lll): 5 
 6 

a) Please confirm that YEC intends the “Power Factor” as defined to be the monthly 7 
average power factor (as used in clause 4.6 for example) rather than any shorter 8 
period value, or range of values over a longer period (such as a billing period). 9 

 10 
ANSWER: 11 
 12 
(a) 13 
 14 
Power Factor is used in the agreement only in clause 4.6, where the normal intent is to 15 
determine this on a monthly average basis. 16 
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REFERENCE:   PPA 1 
 2 
QUESTION: 3 
 4 
Clause 1.1 (ppp): 5 
 6 

a) There seems to be some words missing from this definition, please clarify. 7 
 8 
ANSWER: 9 
 10 
(a) 11 
 12 
The definition of “volt” provided in section 1.1. (ppp) is missing the words “a circuit”. The 13 
complete definition of “volt” is as follows: “The unit of electromotive force, or voltage, that 14 
if steadily applied to a circuit having a resistance of one ohm will produce a current of 15 
one ampere1.”  16 

                                                 
1 http://www.bpa.gov/corporate/pubs/definitions/tuv.cfm 
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REFERENCE:   PPA 1 
 2 
QUESTION:  3 
 4 
Clause 5.1(a): 5 
 6 

a) What was the final actual cost for the 1.65km Initial Mine Facilities Spur? 7 
 8 

b) What was the final actual YEC cost to negotiate and conclude the PPA? 9 
 10 

c) With respect to charging Major Industrial Customers YEC’s costs to negotiate 11 
PPAs, what precedents are there? Did the Minto mine pay YEC’s costs to 12 
negotiate their PPA? 13 

 14 
ANSWER: 15 
 16 
(a) 17 
 18 
The YEC capital costs recorded to date for construction of the 1.65 km Initial Mine 19 
Facilities Spur are $346,666, which includes all major contractor costs and AFUDC (see 20 
also UCG-YEC-1-9). In accordance with the PPA (section 5.1), 50% of estimated costs 21 
($165,000) were invoiced and paid by Alexco in October. The final invoice for these 22 
costs was delayed beyond the time period provided for in section 5.1(b) to allow YEC to 23 
resolve certain issues; however, YEC’s rights to recover these costs remain protected 24 
(see section 6.3). This work order is being finalized in early December whereupon the 25 
balance owing will be invoiced to Alexco. 26 
 27 
(b) 28 
 29 
The YEC costs recorded to date to negotiate and conclude the PPA are $95,675 (see 30 
also UCG-YEC-1-8). In accordance with the PPA 50% of estimated costs ($50,000) 31 
were invoiced and paid by Alexco in October. The balance of this work order will be 32 
invoiced to Alexco in December. 33 
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(c) 1 
 2 
There are no precedents for charging Major Industrial Customers YEC’s costs to 3 
negotiate PPAs with these customers. There was no provision in the Minto PPA for 4 
YEC’s costs to negotiate and conclude that PPA be charged to the Minto mine. 5 



 Yukon Energy Corporation 
 Application for Approvals regarding the 
 Alexco Power Purchase Agreement 
 LE-YEC-1-5 
 

December 1, 2010  Page 1 of 3 

REFERENCE:   PPA 1 
 2 
QUESTION: 3 
 4 
Clause 6.1: With respect to the totalizing of the meters so that only one bill is issued 5 
please explain: 6 
 7 

a) If the bill will be calculated on the basis of the sum of the (two or more) energy 8 
readings and the sum of the (two or more) peak monthly demand readings, (i.e. 9 
with the two meters completely independent of each other) or, 10 
 11 

b) Will the demand reading of the (two or more) integrating meters be electronically 12 
totalized in one of the meters or a separate data storage device every hour so 13 
that a true aggregate peak Alexco demand is recorded for the purposes of 14 
calculating the demand related charges (and added to the summed energy 15 
related charges). 16 
 17 

c) If the answer to the above is the method describe in (a) are there not meters 18 
available that can communicate to a totalizing device so that true overall property 19 
demand patterns are recorded? 20 
 21 

d) If the answer to the above is the method described in (a), please explain why 22 
Alexco should not benefit from being more energy efficient on their overall 23 
electrical energy consumption patterns by reducing the demand load at one or 24 
more points of delivery when the demand load at another point of delivery is 25 
expected to be peaking (overall district demand management)? 26 
 27 

e) Will YEC install meters, and other equipment if necessary, to enable Alexco’s 28 
coincident demand contribution to the system demand to be determined? If not 29 
why not? 30 
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ANSWER: 1 
 2 
(a) and (b) 3 
 4 
At the time of negotiating the PPA, the intent of the terms within clause 6.1 was to have 5 
one Alexco Power Bill issued for all Points of Delivery to be charged under the Firm Mine 6 
Rate, resulting in one monthly Fixed Charge, one demand charge, and one energy 7 
charge. As set out in clause 6.1, the demand and energy charges for a billing month 8 
were intended to be based respectively on the total at these Points of Delivery of the 9 
monthly Electric Energy and the relevant Electric Demand used to determine billing 10 
demand at each Point of Delivery. 11 
 12 
It was not intended at the time of negotiating the PPA to incur the added costs at this 13 
time for equipment and services as required to totalize multiple meters to achieve an 14 
aggregate peak Alexco demand for purposes of calculating demand related charges. 15 
However, there was no intent to prohibit such measures - and, in the event that Alexco 16 
agreed to provide for any such added costs reasonably required by YEC, the intent is to 17 
ensure that YEC is authorized to proceed with such additional measures. 18 
 19 
(c) 20 
 21 
Yes. Equipment and processes do exist to totalize and record property demand patterns. 22 
YEC would use such equipment and processes in the event that Alexco so elected to 23 
provide for any added costs reasonably required by YEC.  24 
 25 
(d) 26 
 27 
As reviewed in response to (b) and (c) above, the intent is that Alexco can elect to 28 
benefit from being more energy efficient on their overall electrical energy consumption 29 
patterns by reducing the demand load at one or more points of delivery when the 30 
demand load at another point of delivery is expected to be peaking (overall district 31 
demand management). 32 
 33 
Section 4.7 of the current ESRs (or Section 7.7 of the proposed Terms and Conditions) 34 
provides conditions under which the Customer and Company may agree that the 35 
demand and energy at each point of service to a Customer may be totalized and only 36 
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one bill issued for each billing period. These current ESR provisions (and proposed 1 
Terms and Conditions) require that the Customer pay the incremental costs associated 2 
with totalized metering. 3 
 4 
At this time, YEC and Alexco have agreed to total the demand and energy on one bill. 5 
The processes, equipment required and ramifications of electronically totalizing more 6 
than one meter to derive an aggregate peak demand were not fully contemplated 7 
between parties at the time of negotiating the PPA. 8 
 9 
As noted in response to (c) above, subject to the Board approving this provision of the 10 
PPA, at a later date the parties may arrange to totalize demand in the interest of 11 
promoting demand management. YEC has yet to gain an operational profile and 12 
experience with this customer before committing to totalizing the bill as other issues may 13 
have higher priority to be addressed. Alexco will also need to agree to pay related added 14 
costs. 15 
 16 
(e) 17 
 18 
Yukon Energy will be installing data loggers to monitor and determine the coincident 19 
peak associated with serving the Alexco load.  20 
 21 
At present, the communications infrastructure does not exist to accommodate 22 
electronically totalizing multiple points of service. Per the ESRs, the capital and monthly 23 
costs to achieve this goal will have to be paid by Alexco. In the meantime Yukon Energy 24 
will monitor and share the data logger and monthly meter information with Alexco and 25 
discuss further improvements to facilities and operating practices to manage the Alexco 26 
peak demand. 27 
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REFERENCE:   PPA 1 
 2 
QUESTION: 3 
 4 
Clause 14.2: 5 
 6 

a) Why was this clause inserted into the PPA? Does YEC anticipate selling all or 7 
any part of its interest in the Transmission Facilities? Please elaborate. 8 

 9 
ANSWER: 10 
 11 
(a) 12 
 13 
YEC does not anticipate selling all or any part of its interest in the Transmission 14 
Facilities. This is a standard clause inserted into PPAs to protect the Customer and 15 
essentially mirrors section 17.2 of the Minto PPA (which relates in that case to the sale 16 
of the Transmission Project). 17 
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REFERENCE:   PPA 1 
 2 
QUESTION: 3 
 4 
Rate Schedule 39, Billing Demand and Winter Contract Load: In the recent GRA Phase 5 
II hearing YEC representatives indicated that seasonal rates were not practical as the 6 
winter power cost structure was essentially the same as the summer power cost 7 
structure. 8 
 9 

a) Why then are the peak demands recorded in the months of April through 10 
September excluded from the previous 12 month period for demand billing? 11 
 12 

b) Why then is there provision for a winter contract load? 13 
 14 
ANSWER: 15 
 16 
(a) and (b) 17 
 18 
The Billing Demand provisions of Rate Schedule 39 relating to a Billing Demand ratchet 19 
based on the months excluding April through September have been long established; 20 
the winter contract demand load provisions were approved at the time of the Minto PPA 21 
to allow for potential shaving of peak winter demand load by a Major Industrial 22 
Customer. These provisions were known at the time of the recent GRA Phase II hearing, 23 
along with other Rate Schedule 39 provisions (i.e., Base Load Energy) to accommodate 24 
stepped energy rates for such customers when appropriate. No seasonal energy rate is 25 
provided for in Rate Schedule 39. 26 
 27 
The testimony on seasonal rate options during the recent GRA Phase II hearing focused 28 
on retail rates for residential or general service customers and was not focused on Rate 29 
Schedule 39 applicable to Major Industrial Customers. As discussed in that hearing, a 30 
range of material additional implementation issues arise in assessing seasonal rates for 31 
retail customers (assuming that energy rate variances by season were also to be 32 
included) and this rate option was therefore not recommended for current 33 
implementation or consideration. 34 
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 1 1 
 2 
“Alexco intends to develop Mines and Mills (collectively referred to as Mine Facilities) in 3 
the Mayo-Keno area as described in Figure C-1, Schedule C of the PPA (the District). 4 
Alexco is currently developing the Initial Mine Facilities with the intent in 2010 of 5 
commencing milling operations at the Initial Mill Site and mining operations at the Initial 6 
Mine Site as defined in the PPA, and is expected to commence service as a Major 7 
Industrial Customer (as defined in OIC 1995/90) in October 2010”. 8 
 9 
REFERENCE:  Proposed PPA - Initial Mine Facilities, Page 10  10 
 11 
“Alexco's current estimate of the commissioning of the Initial Mine Facilities is mid-12 
September, 2010. Alexco's current estimate of the actual commercial operation of the 13 
Initial Mine Facilities is mid-October, 2010. Alexco will from time to time provide written 14 
notice to YEC of Alexco's progress under this Section 3.3 and Alexco's best estimate of 15 
the likely Commercial Operation Date and as soon as practical. Alexco will provide 16 
written notice to YEC of the Mine Facilities Operation Date for the Initial Mine Site and 17 
the Mine Facilities Operation Date for the Initial Mill Site. Alexco will ensure that the 18 
Initial Mine Facilities will be able to receive Grid Electricity from YEC at each Point of 19 
Delivery on the Mine Facilities Operation Date for that facility and Alexco will receive 20 
Grid Electricity from YEC on the Commencement of Delivery for Points of Delivery. YEC 21 
will provide written notice to Alexco of the date of the Commencement of Delivery for 22 
each Point of Delivery for the Initial Mine Facilities”. 23 
 24 
QUESTION: 25 
 26 

a) Please provide an update regarding Alexco’s operations including a monthly 27 
history of grid electricity use as supplied by YEC. 28 
 29 

b) Please provide a copy of all written notices provided to YEC by Alexco regarding 30 
operations dates. 31 
 32 

c) Please provide a copy of all written notices provided to Alexco by YEC regarding 33 
the date of the Commencement of Delivery for each Point of Delivery for the 34 
Initial Mine Facilities. 35 
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d) Please provide details of any on-site generation available to run any of Alexco’s 1 
proposed facilities. 2 

 3 
ANSWER: 4 
 5 
(a) 6 
 7 
Alexco commenced service as a Major Industrial Customer as of November 1st. Mill 8 
energy loads during November (and particularly during the first half of that month) were 9 
below pro-rated annual levels in the PPA for year 1 Estimated November energy use for 10 
Alexco’s operations is as follows (includes estimates for final days of this month): 11 
 12 

 13 
(b) and (c) 14 
 15 
YEC has no written notices from Alexco regarding operations dates. YEC was informed 16 
verbally in late October that commercial operation of the Mill was expected on November 17 
3rd, although the Mine Facilities Operation Date for both the Initial Mine and the Initial Mill 18 
was considered to have occurred by November 1st and the Commercial Operation Date 19 
under the PPA was November 1st. 20 
 21 
Similarly, there is no written notice provided to Alexco by YEC regarding the 22 
Commencement of Delivery for each Point of Delivery for the Initial Mine Facilities. The 23 
Initial Mine Site was connected to the grid prior to the PPA, and the Initial Mill Site was 24 
connected to the grid on October 6th. The Commencement of Delivery for the Initial Mine 25 
Facilities occurred on November 1st concurrent with the Commercial Operation Date. 26 

 
Energy (kWh)  Demand (kVA) 

Mill  339,500  1327 
Mine  395,800  877 
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(d) 1 
 2 
Alexco has informed YEC that it has approximately 275 kW of generating capacity 3 
available at the Bellekeno Mine to maintain ventilation, pumping, water treatment and 4 
heat in the event of a prolonged power outage, and an additional 250 kW of generating 5 
capability soon to be installed at the Initial Mill to maintain heat and critical circulation 6 
during a prolonged power outage. This generating capacity is provided from two 7 
independent 600v diesel powered generators. 8 
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REFERENCE:   Proposed Power Purchase Agreement 1 
 2 
The proposed PPA has been dated September 1, 2010. Section 2.1 – Term indicates 3 
that “this Agreement will commence as of the date of this Agreement” 4 
 5 
QUESTION: 6 
 7 

a) Please confirm that the proposed PPA will not be effective until it has been 8 
approved by the YUB. 9 
 10 

b) Please explain what provisions are in place to change the effective date of the 11 
proposed PPA once YUB approval has been issued. 12 

 13 
ANSWER: 14 
 15 
(a) and (b) 16 
 17 
The PPA is effective as of September 1, 2010 and this date will not change once the 18 
YUB approval has been issued. 19 
 20 
The September 28, 2010 Application is seeking Board approval of the Alexco Fixed 21 
Charge, the customer contribution for all Capital Costs, the customer obligation to pay 22 
for future Decommissioning Costs, and the section 6.1 provision for one bill.  23 
 24 
The parties are proceeding based on the Agreement on the understanding that the 25 
above are subject to Board approval, and will comply with whatever the Board approves 26 
in relation to the Agreement. The Effective Date will remain the same. 27 
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 4 1 
 2 
“The PPA Fixed Charge of $7,289/month ($87,468 per annum) assigns to Alexco 85% of 3 
YEC 2010 annual owner costs (depreciation and return) related to the defined 4 
Transmission Facilities primarily developed in the past to serve industrial customers in 5 
the District (i.e. UKHM). YEC’s annual owner costs for the Transmission Facilities for 6 
2010 are derived in Attachment B at $102,900 ($8,575 per month). 7 
 8 
REFERENCE:  Proposed Power Purchase Agreement - Attachment B - YEC 9 

Annual Transmission Facilities Costs 10 
 11 
In Attachment B, YEC has provided a half page summary of how YEC’s annual 12 
Transmission Facilities costs of $8,575 per month were determined. 13 
 14 
REFERENCE:  Appendix A to YUB Board Order 2007-5 – Page 5 of 27 15 
 16 
“The Board agrees with Intervenor concerns regarding the lack of a complete COS 17 
study. The Board is of the view that due to the articulating nature of a COS study, rates 18 
cannot be developed in isolation”. 19 
 20 
REFERENCE:  OIC 2007-94 – Major Industrial Customer Directive –   21 
   Schedule A 22 
 23 
“Demand and Energy charges for the directed changes are to be escalated once each 24 
calendar year, starting January 1, 2010, based on the latest percentage increase in the 25 
12 month implicit chain price index for gross domestic product at market prices for 26 
Canada as reported by Statistics Canada”. 27 
 28 
QUESTION: 29 
 30 

a) Provide a paper copy and a working electronic copy of the cost of service study 31 
used to determine YEC’s annual Transmission Facilities costs of $8,575 per 32 
month and that prove that the proposed firm mine rates in Attachment C of the 33 
proposed Power Purchase Agreement are sufficient to recover revenue 34 
requirement allocated to the industrial rate class and, in particular, Alexco. 35 
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b) Provide details of the functionalization, classification and allocation factors used 1 
in the cost of service study used to calculate the firm mine rate proposed to be 2 
charged to Alexco. 3 
 4 

c) Provide details of all costs (directly assigned costs, allocated costs, etc.) that are 5 
proposed to be recovered through the proposed mine rates charged to Alexco. 6 
 7 

d) Provide details of how the rates proposed to be charged to Alexco and other 8 
industrial customers in the Yukon are sufficient to recover the costs of service to 9 
the industrial customer class and that those costs have been determined by 10 
treating the whole Yukon as a single rate zone (as per OIC 1995/90). 11 
 12 

e) Please explain why the demand and energy charges proposed to be charged to 13 
Minto and Alexco (per Attachment C – Firm Mine Rate of the proposed PPA) are 14 
still at the levels originally dictated by OIC 2007-94 rather than escalated per OIC 15 
directions. 16 
 17 

f) Please explain why Attachment C – Firm Mine Rate of the proposed PPA does 18 
not include the last two clauses of OIC 2007-94 Attachment A referring to 19 
“Escalation of demand and energy charges” and “Adjustment of fixed charge”. 20 
 21 

g) Provide an amended Rate Schedule 39 showing demand and energy rates 22 
escalated per OIC 2007-94 and including the last two clauses of OIC 2007-94 23 
Attachment A. Please provide all details related to the escalation factor used on 24 
demand and energy charges. 25 

 26 
ANSWER: 27 
 28 
(a) to (d) 29 
 30 
A Cost of Service Study was not used to determine the annual Transmission Facilities 31 
costs. As noted during the recent 2009 Phase II Rate Application hearing, the Firm Mine 32 
Rate (Rate Schedule 39) is fixed by OIC until December 31, 2012. However, as noted in 33 
evidence during that proceeding, the 2009 COS demonstrates that that the industrial 34 
class is paying well in excess of its COS (with an R/C ratio of 109% as noted in the 35 
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Phase II Rate Application or 111% with corrections1). There was no evidence provided 1 
during the Phase II Rate proceeding to suggest that industrials are paying less than their 2 
cost of service. 3 
 4 
(e) 5 
 6 
OIC 2007/94 provides for annual “escalation” at January 1 of each year (from 2010 until 7 
2012) based on the most recent 12 month implicit chain price index for GDP per 8 
Statistics Canada. During the process to finalize Rate Schedule 39 (early last fall) Yukon 9 
Energy committed to provide a letter to YUB by December 5, 2009 that would set out 10 
any required adjustment. 11 
 12 
In 2009, there was no basis for an increase, i.e., the Implicit Chain Price Index (CPI) for 13 
the Third Quarter of 2009 was negative2, indicating no increase in CPI and no 14 
requirement pursuant to OIC 2007/94 to escalate the demand and energy charges3. 15 
Given the OIC requires an adjustment for “escalation” and not reduction, no change to 16 
demand and energy charges in Rate Schedule 39 was required. 17 
 18 
The most recent data available from Statistics Canada indicates that the Implicit Chain 19 
Price Index (CPI) 12 month escalation as of the Third Quarter of 2010 is 2.8%.  Based 20 
on this latest data, there is a requirement pursuant to OIC 2007/94 to escalate the 21 
demand and energy charges at this time. 22 
 23 
(f) 24 
 25 
YEC addressed this issue in the 2008 process to review and approval a final Rate 26 
Schedule 39 and the current Rate Schedule 39 was approved on a final basis by the 27 
YUB in Order 2008-13.  28 
 29 
In that process the YUB specifically asked (in YUB-YEC-2(b)) why sections entitled 30 
“Escalation of demand and energy charges” and “Adjustment of fixed charge” that were 31 
part of the attached Schedule A of OIC 2007/94 were not part of the final Rate Schedule 32 
39. At that time YEC noted as follows:  33 

                                                 
1 See YEC Final Argument page 8 and page 16. 
2 Information for the Third Quarter of 2009 indicated -3.5%. 
3 See http://www.statcan.gc.ca/daily-quotidien/091130/t091130a6-eng.htm 
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Yukon Energy is of the view that the referenced sections entitled “Escalation of 1 
demand and energy charges” and “Adjustment of fixed charge” that are part of 2 
the attached Schedule A of OIC 2007/94 do not need to be part of Rate Schedule 3 
39 as approved by the Board from time to time to implement OIC 2007/94.  4 

 5 
The OIC provides direction to the Board to ensure that adjustments are made to 6 
demand and energy charges and fixed rates in Rate Schedule 39 going forward. 7 
Under Yukon Energy’s current application, the Board is required to review and 8 
approve all such changes; accordingly, the direction to undertake such changes 9 
does not need to be included specifically in the rate as proposed today in order to 10 
be implemented by the Board as required in the future. 11 

 12 
(g) 13 
 14 
See response to (f) above. The current rate schedule has been approved by the Board.  15 
 16 
Please see attached correspondence recently filed with the YUB regarding the 17 
escalation of demand and energy charges effective January 1, 2011 pursuant to OIC 18 
2007/94. The escalation factor is based on based on the most recent 12 month implicit 19 
chain price index for GDP per Statistics Canada4. 20 

                                                 
4 http://www.statcan.gc.ca/daily-quotidien/100831/dq100831a-eng.htm 
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 4 1 
 2 
“Alexco share of forecast load going through Transmission Facilities approximates 98%”. 3 
 4 
“The proposed 85% share as agreed in the PPA is based on NEB 1985 NCPC Report 5 
finding re: Faro mine which the YUB subsequently retained to set the fixed charge for 6 
the Faro Mine under Rate Schedule 39”. 7 
 8 
QUESTION: 9 
 10 

a) Please provide a copy of the referenced NEB 1985 NCPC Report.  11 
 12 

b) Please confirm YEC’s understanding that the 138 kV transmission line from 13 
Whitehorse to Faro was built as a consequence of an agreement between the 14 
Government of Canada and Cyprus Anvil Mining Corporation to build a mining 15 
facility at Faro and that, in 1985, the NEB believed that it was doubtful that, in the 16 
absence of instructions from the federal government to do so, NCPC would have 17 
built the 138 kV transmission line.  18 
 19 

c) Please confirm YEC’s understanding that the criterion used in 1985 by NCPC in 20 
assigning assets to specific customers for the purpose of levying special charges 21 
was that assets that could reasonably be determined to be for the sole use of a 22 
particular customer or particular customer class were charged directly to that 23 
customer or class.  24 
 25 

d) Please confirm that when the Cyprus Anvil Mining Corporation mine was 26 
operating, CAMC was assigned in excess of 95 percent of the annual costs of 27 
the transmission line with the remaining costs being assigned partly to the towns 28 
of Faro, Carmacks, and Ross River.  29 
 30 

e) Please confirm YEC’s understanding that no matter what percentage of costs 31 
were directly assigned to CAMC, the NEB felt that CAMC should also be 32 
assigned its share of the pooled costs. 33 
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f) Please provide details of any study comparable to the analysis supporting the 1 
NEB 1985 NCPC Report that has been completed for the Alexco mining facilities.  2 
 3 

g) Please identify the parties that have “deemed” the proposed 85% allocation to 4 
Alexco as “reasonable”.  5 

 6 
ANSWER: 7 
 8 
(a) 9 
 10 
The relevant excerpt of the National Energy Board report into Matters Relating to the 11 
Northern Canada Power Commission (1985) dealing with the Whitehorse to Faro 12 
Transmission line is provided as Attachment 1 to this response. 13 
 14 
(b) 15 
 16 
The NEB report notes its review of evidence from another process and conclusion that 17 
the transmission line was constructed pursuant to an agreement between CAMC and 18 
Canada. The NEB did not specifically note the line would not have been built absent 19 
instructions from the government, but stated its belief that NCPC would not have built 20 
the line “without requiring some form of guarantee to ensure existing customers would 21 
not be burdened with the cost of this facility if the mine were to shut down.” 22 
 23 
The full quote at page 43 of the NEB Report is as follows: 24 
 25 

A review of the 1983 inquiry’s transcripts indicate that Whitehorse No. 3 and the 26 
transmission line to Faro were built in 1969 as a consequence of an agreement 27 
between CAMC and the Government of Canada to build a mining facility at Faro. 28 
NCPC was designated to provide some 9.3 MW of additional capacity to supply 29 
the new mining operation and to construct a transmission line from Whitehorse to 30 
Faro. The Board is doubtful that, in the absence of instructions from the federal 31 
government to do so, NCPC would have constructed a 288-kilimetre 32 
transmission line without requiring some form of guarantee to ensure that 33 
existing customers would not be burdened with the cost of this facility if the mine 34 
were to shut down. 35 
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(c) 1 
 2 
Section 7.3.4.1 of the NEB report addresses “specific charges and credits” and notes as 3 
follows at page 41:  4 
 5 

The criterion used by NCPC in assigning assets to specific customers for the 6 
purpose of levying special charges was that assets that could reasonably be 7 
determined to be for the sole use of a particular customer or particular customer 8 
class were charged directly to that customer or class. Assets that fall into this 9 
category are facilities installed for a particular customer’s need (i.e., diesel plant 10 
installed at Pine Point, NWT for Pine Point Mines Limited’s 10 MW electric 11 
dragline operation) as well as substation facilities serving individual customers. 12 

 13 
However, the following was specifically noted re: the treatment of transmission lines:  14 
 15 

In its submission, NCPC did not assign transmission lines to specific customers 16 
or classes. Under the proposed rate zone scenario, all transmission facilities 17 
within a rate zone were assumed by NCPC to be interconnected. In light of this 18 
assumption, NCPC considered it would be inappropriate to charge specific 19 
portions of the transmission system to individual customers as this would 20 
contradict its theoretical assumption that all consumers, regardless of location in 21 
the rate zone, share the same general production and transmission facilities.  22 
 23 

The Board provided its conclusions on this issue at page 42 to 43:  24 
 25 

…in the absence of contractual arrangement, established Commission policy, or 26 
regulatory decision requiring a particular customer or group of customers to bear 27 
the cost of a new facility, be it a generating facility, transmission line or part of a 28 
distribution facility, the annual costs of such facilities should be included in the 29 
pooled costs to be allocation to all customers in the rate zone.  30 
 31 
Nevertheless, the Board believes that, in light of the circumstances surrounding 32 
the construction of the Whitehorse to Faro transmission line and the 5.2 MW 33 
diesel engine at Faro, a significant portion of these assets should, as was done in 34 
the past, be specifically assigned to CAMC. 35 
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(d) 1 
 2 
As noted on page 43 of the 1985 NEB report, the NEB notes its understanding that when 3 
the Cyprus Anvil Mining Corporation mine was operating, CAMC was assigned in excess 4 
of 95 percent of the annual costs of the transmission line with the remaining costs being 5 
assigned partly to the towns of Faro, Carmacks, and Ross River.  6 
 7 
However, in this report, the NEB specifically recommended a different assignment of 8 
these costs than had occurred previously when the Faro mine was operating. The NEB 9 
recommended that due to the “unusual circumstances surrounding the construction of 10 
the transmission line from Whitehorse to Faro” (i.e., where NCPC was instructed to build 11 
the line due to an agreement between Canada and CAMC), the line be treated as a 12 
“specific asset” and that 85% of the annual cost be assigned specifically to CAMC. The 13 
remaining 15% of annual costs were to be poled costs in the Yukon hydro rate zone to 14 
be allocated to all customer classes based on their respective demands. The NEB 15 
asserted that the 85% figure reflected the fact that CAMC would be assigned its share of 16 
pooled costs (in addition to the 85% of annual costs directly assigned).  17 
 18 
(e) 19 
 20 
Confirmed. As noted in (d) above the assignment was based on the rationale the 85% of 21 
directly assigned annual costs together with CAMC’s proportional share of pooled costs 22 
(based on demand) was a fair sharing of costs for this specific asset.  23 
 24 
(f) 25 
 26 
In determining the fixed charge for Alexco, YEC relied upon the precedent and rationale 27 
for the fair allocation of costs provided in the 1985 NEB report. The analysis is provided 28 
in the Application, and specifically in Attachment B. 29 
 30 
(g) 31 
 32 
Based on past Yukon precedent, industrial customers are required to make contributions 33 
towards existing and new transmission infrastructure built specifically to provide 34 
industrial service to their mine site. See response to YUB-YEC-1-3(a) and (b), YUB-35 
YEC-1-4(a), and YECL-YEC-1-4. 36 
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Past regulatory reviews by the NEB (in the 1985 NEB report) and by the YUB (for 1 
example in reviewing the 1996/97 COS in Order 1996-7) have determined an 85% direct 2 
assignment of annual costs and proportional share of pooled costs (based on respective 3 
demands for each of the customer classes) to be a reasonable allocation of costs for 4 
transmission facilities established to provide service to a mine site (as in the case of the 5 
Mayo-Keno facilities which were historically established to provide service to the UKHM 6 
mine). YEC has applied for approval of this treatment for the Mayo-Keno Transmission 7 
line as part of the current Application and it is for the YUB to determine if this remains a 8 
fair and reasonable allocation of costs for this type of specific asset. 9 
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REFERENCE: Application, September 28, 2010 Cover Letter, Page 2  1 
 2 
“At the Commercial Operation Date, Yukon Energy will supply power to Alexco under the 3 
approved and final Industrial Firm Rate Schedule 39 (Rate Schedule 39) which fixes 4 
industrial rates for demand and energy. Under the PPA, Alexco also agrees to pay 5 
Capital Costs and Decommissioning Cost for any additional Mine Facilities Spurs YEC 6 
agrees to develop to serve Mine Facilities in the future”. 7 
 8 
QUESTION: 9 
 10 

a) Please confirm YEC’s understanding that it cannot charge any rate that has not 11 
been approved by the YUB.  12 
 13 

b) Assuming that Alexco qualifies as a Major Industrial Customer per OIC 1995/90 14 
prior to the YUB approving an amended Rate Schedule 39, please confirm that, 15 
upon becoming a Major Industrial customer, Alexco will be charged the existing 16 
Firm Mine Rate originally designed when Minto became a Major Industrial 17 
Customer.  18 
 19 

c) Please confirm that once the YUB approves an amended Rate Schedule 39, 20 
Alexco will be responsible for all charges based on the amended Rate Schedule 21 
39 retroactively to the date that it qualified as a Major Industrial Customer.  22 
 23 

d) Does the proposed PPA contain any annual Minimum Take or Pay provision and 24 
take-or-pay provisions over the life of the proposed PPA?  25 
 26 

e) Provide an explanation of the differences between the proposed Alexco PPA and 27 
the Minto PPA. 28 
 29 

ANSWER: 30 
 31 
(a), (b) and (c) 32 
 33 
Confirmed, although there is not principle or precedent for retroactive ratemaking in 34 
Yukon. Alexco has agreed to pay the Fixed Charge subject to Board approval, i.e. in the 35 
event that this charge is not approved or is modified, the Alexco payments will be 36 
accordingly adjusted. 37 
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(d) 1 
 2 
There is no take-or-pay provision in the PPA. As dicussed in the Application letter 3 
(pages 5-7) and in the PPA (Part 5), Alexco is paying the Capital Cost contributions 4 
within a short, specified timeframe following the execution and delivery of the Agreement 5 
and commissioning of the facilities. There is no provision for a loan to the mine over an 6 
extended period as was the case for the Minto PPA (which required security in the form 7 
of a take-or-pay arrangement over the period of the loan).  8 
 9 
(e) 10 
 11 
Please see response to YECL-YEC-1-4(k).  12 
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 3 1 
 2 
“YEC notes that under the current ESRs, section 4.7 would not permit totalized metering 3 
in this instance as the Points of Delivery are not located within a radius of a half a mile of 4 
each other – and therefore, until such time as the current ESRs are modified to so permit 5 
this totalized metering, YUB approval is being sought to proceed with the above 6 
provision of section 6.1 of the PPA”. 7 
 8 
QUESTION: 9 
 10 

a) Please confirm YEC’s understanding that the existing Electric Service 11 
Regulations (ESRs) apply to YEC, YECL and to every Customer to which YEC 12 
and YECL provide a service connection. 13 
 14 

b) Does YEC consider each service connection a customer? 15 
 16 

c) Does YEC consider multiple points of delivery to the same individual or company 17 
as a single service connection? 18 
 19 

d) How many different service connections to the grid does Alexco currently have 20 
(i.e., mill, mine, camp, etc.) and how many more do they plan to add? 21 
 22 

ANSWER: 23 
 24 
(a) 25 
 26 
Confirmed. 27 
 28 
(b) and (c) 29 
 30 
YEC does not consider each point of delivery a customer but does consider each point 31 
of delivery as an account. An individual or company may have multiple points of delivery 32 
or accounts. 33 
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(d) 1 
 2 
For the purpose of the PPA Alexco has two Points of Delivery (Initial Mine & Initial Mill). 3 
Other existing points of delivery served under other rate schedules are not covered by 4 
the PPA. 5 
 6 
Future Points of Delivery may be required as determined through ongoing exploration 7 
and mine development activities by Alexco but YEC has not been notified of these points 8 
at this date.  9 
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 2  1 
 2 
“The PPA sets out each Party’s rights and obligations with respect to the sale of Grid 3 
Electricity by YEC to Alexco for Mine Facilities in the District”. 4 
 5 
QUESTION: 6 
 7 

a) Are any of the current facilities operated by Alexco using electrical space 8 
heating? Are there any plans to use electric space heating? Please identify and 9 
explain. 10 
 11 

ANSWER: 12 
 13 
(a) 14 
 15 
YEC does not normally receive this type of customer-specific information and can 16 
provide no further information in this regard. 17 
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 5 1 
 2 
“Under the Alexco PPA, Capital Costs are to be paid by Alexco for all Mine Facilities 3 
Spurs that YEC agrees to develop to provide grid service to the Mine Facilities as well as 4 
for YEC’s costs to negotiate and conclude the PPA (and such costs are to be fully paid 5 
shortly after Commencement of Delivery to the relevant Mine Facilities)”. 6 
 7 
QUESTION: 8 
 9 

a) Please provide details of all costs incurred to date to “negotiate and conclude the 10 
PPA” and the expected total costs. Include in the breakdown a separation 11 
between the costs related to internal staff and external consultants as well as a 12 
breakdown of regulatory costs, administrative overhead, and other costs 13 
incurred. 14 

 15 
ANSWER: 16 
 17 
(a) 18 
 19 
The total costs to negotiate and conclude the PPA are expected to be close to the 20 
estimated cost of $100,000. Costs to date as noted in LE-YEC-1-4(b) are per table 21 
below: 22 
 23 

 24 

PPA Negotiation Costs    
Legal                            $                    74,393  
Consultants                      $                    17,565  
Contractors                      $                         714  
ES&G Build‐up                   $                         927  
AFUDC                            $                      2,076  
Grand Total   $                    95,675  
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 5 1 
 2 
“Under the Alexco PPA, Alexco has agreed to pay the Capital Costs for any Mine 3 
Facilities Spurs that YEC develops as required to provide service from the grid to the 4 
Initial Mine Facilities and for any other mine facilities that YEC may agree to connect in 5 
the future”. 6 
 7 
REFERENCE:  Application, September 28, 2010 Cover Letter, Page 6 8 
 9 
“Capital Costs to be paid by Alexco include all of YEC’s reasonably incurred costs and 10 
expenses for the design, engineering, procurement, construction, and commissioning of 11 
the Mine Facilities Spurs, as UCG Information Request No. 1 (November 24, 2010) 12 
Page 5 of 8 well as YEC’s costs and expenses reasonably incurred to negotiate and 13 
conclude the PPA with Alexco”. 14 
 15 
QUESTION: 16 
 17 

a) Please provide a breakdown of the costs that will be included under “Capital 18 
Costs” and identify which of these costs will lower the revenue requirement of all 19 
other customers. UCG is particularly interested in the amount of costs currently 20 
included in rates charged to other customers (internal staff, consultants, 21 
overheads, etc.) that will now be recovered from Alexco. 22 

 23 
ANSWER: 24 
 25 
(a) 26 
 27 
Please see table below (see also LE-YEC-1-4(a)): 28 
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 1 
The Capital Costs paid to YEC by Alexco pursuant to the Agreement cover the new 2 
costs to construct the Mine Facilities Spurs from the Mayo-Keno Transmission Line to 3 
the Mine Site. These costs are not currently in rate base, and will not be included in 4 
future net ratebase and consequently will not be included in rates to be charged to retail 5 
ratepayers, i.e., the construction of the line will not lower or increase costs to retail 6 
ratepayers. 7 
 8 
The Fixed Charge to be paid by Alexco reflects costs currently included in rates charged 9 
to other customers that will now be recovered from Alexco. The other revenues 10 
recovered from Alexco, net of any incremental costs incurred related to serving the 11 
Alexco load, will also go (in future GRAs) to reduce costs to be recovered from other 12 
ratepayers.  13 

Alexco Capital Costs  69 kV Spur  

Regular time                     $                   55,473 
Overtime @ double time           $                   15,153 
Meals                            $                     5,747 
Accommodation                    $                     6,330 
Incidentals                      $                     1,121 
Materials                    $                 137,597 
Car/Equipment Rental             $                     2,460 
Courier/Freight                  $                         917 
Contractors                      $                   84,623 
ES & G (Overhead)                 $                   30,942 
AFUDC                            $                     6,303 
Grand Total   $                 346,666 
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 6 /  1 
  Proposed PPA, Pages 14-15 2 
 3 
“Section 5.1(a) - The first YEC invoice for 50% of the estimated Capital Costs (as set out 4 
in this section) relating to the Initial Mine Facilities Spurs and negotiation of the PPA is to 5 
be provided within 30 days of execution and delivery of the Agreement; 6 
 7 
Section 5.1(b) - The second and final YEC invoice for Capital Costs for the Initial Mine 8 
Facilities Spurs is to be provided by YEC to Alexco within 30 days of YEC’s notice that 9 
the Initial Mine Facilities Spurs are commissioned and available to provide Grid 10 
Electricity to the Initial Mine Facilities pursuant to the Agreement; and 11 
 12 
Section 5.1(c) – YEC will invoice Alexco for the Capital Costs related to negotiation and 13 
conclusion of the PPA that exceed the related amount invoiced under section 5.1(a), as 14 
and when such costs are incurred and invoiced to or paid by YEC”. 15 
 16 
QUESTION: 17 
 18 

a) Please provide copies of each of the referenced invoices and confirmation that 19 
Alexco has paid each invoice as required in the proposed PPA. 20 

 21 
ANSWER: 22 
 23 
(a) 24 
 25 
It is not Yukon Energy’s practice to provide individual customer billing information 26 
publically. A sample bill calculation is provided in YUB-YEC-1-1.  27 
 28 
YEC has not yet issued invoices pursuant to section 5.1 (b) or (c) of the PPA.  29 
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 7 1 
 2 
“Negotiation of a PPA with an industrial customer whereby the customer agrees to pay 3 
the full costs of the spur line dedicated solely to provide service to that site (as well as 4 
the full costs to negotiate and conclude the Agreement) provides the necessary 5 
assurance and protection for ratepayers that any cost risks related to these specific 6 
transmission facilities will not be shouldered by ratepayers in the future”. 7 
 8 
QUESTION: 9 
 10 

a) Please identify those parts of the proposed PPA that guarantee that Yukoners 11 
(as either electricity ratepayers or as tax payers) will not have to pay for any 12 
costs associated with spur line facilities to Alexco. 13 

 14 
ANSWER: 15 
 16 
(a) 17 
 18 
The PPA does not set out “guarantees”. As noted on pages 5-7 of the Application letter 19 
(dated September 28, 2010), pursuant to the Agreement, Alexco is responsible for 20 
payment of the Capital Costs as defined, and Decommissioning Costs as defined, as 21 
each relate to spur line facilities that YEC is providing to Alexco. Relevant sections of the 22 
PPA in this regard are outlined and specified at page 6 and 7 of the Application letter. In 23 
the PPA, Payment of Capital Costs is addressed in Part 5 and payment of 24 
Decommissioning Costs is addressed in Part 12. These provisions of the PPA are 25 
subject to approval of the Board, as set out in the Application.   26 
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REFERENCE:   Application, September 28, 2010 Cover Letter, Page 7 1 
 2 
“Pursuant to Part 11 of the Alexco PPA, Alexco will be responsible for all 3 
Decommissioning Costs incurred by YEC. Decommissioning Costs to be fully paid by 4 
Alexco include the following costs defined in section 1.1(o) of the PPA: All 5 
decommissioning and other costs to be incurred by YEC and agreed to be recovered 6 
from Alexco (including without limitation, costs to take down and remove facilities and 7 
costs to restore any property under applicable law, less credits for recovery sales of any 8 
materials removed and sold) reasonably required to remove such parts of the Mine 9 
Facilities Spurs to be decommissioned”. 10 
 11 
QUESTION: 12 
 13 

a) Given that the proposed PPA is between YEC, Alexco Keno Hill Mining Corp., 14 
Elsa Reclamation & Development Company and Alexco Resource Corp., please 15 
identify those parts of the proposed PPA that clearly sets out the liability of each 16 
party and ensures that enough monies will be collected to guarantee that 17 
Yukoners (as either electricity ratepayers or as tax payers) will not have to pay 18 
for any costs associated with decommissioning. 19 

 20 
ANSWER: 21 
 22 
(a) 23 
 24 
Alexco Keno Hill Mining Corp (AKHM), Elsa Reclamation & Development Company Ltd. 25 
(ERC), and Alexco Resources Corp (AXR) are all Parties to the Agreement. Further the 26 
definition of “Party” or “Parties” provided in section 1.1(iii) means YEC and Alexco, and 27 
in the case of Alexco, includes any of Alexco’s Affiliates who become a Party to this 28 
Agreement under Section 4.5 of the Agreement.   29 
 30 
Provision for Decommissioning is provided in Part II and provides that Alexco will be 31 
responsible for all Decommissioning Costs incurred by YEC. Definitions (section 1.1 (e)) 32 
provide that “Alexco” refers collectively to AXR, AKHM, ERC and all Alexco Affiliates 33 
who become a Party to this Agreement under Section 4.5. Alexco is required to provide 34 
specific funds in this regard, as set out in Part 11 of the PPA; these are the same 35 
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decommissioning cost provisions as approved by the Board for the Minto Mine PPA, and 1 
are triggered by the occurrence of a Mine Facilities Closure Date at any Mine Facility. 2 
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REFERENCE:   Proposed PPA, Page 1 1 
 2 
Agreement between YEC, Alexco Keno Hill Mining Corp., Elsa Reclamation & 3 
Development Company and Alexco Resource Corp. 4 
 5 
QUESTION: 6 
 7 

a) While one party (Elsa Reclamation) is a “Yukon Territory corporation” and 8 
another (Alexco Resource Corp.) is “extra-provincially registered in the Yukon 9 
Territory”, do any of the parties to the proposed PPA (other than YEC) operate or 10 
intend to operate permanent offices within the Yukon? 11 
 12 

b) Please confirm that each of the Alexco affiliates is liable for all aspects of the 13 
proposed PPA. 14 

 15 
ANSWER: 16 
 17 
(a) 18 
 19 
The requested information is not relevant to this Application and is out of the scope of 20 
this proceeding. 21 
 22 
(b) 23 
 24 
The liability of each Party to the Agreement is identified in and as set out in the 25 
Agreement; Alexco Keno Hill Mining Corp., Elsa Reclamation & Development Company 26 
Ltd., and Alexco Resources Corp. are all Parties to the Agreement. Further the definition 27 
of “Party” or “Parties” provided in section 1.1(iii) means YEC and Alexco, and in the case 28 
of Alexco, includes any of Alexco’s Affiliates who become a Party to this Agreement 29 
under Section 4.5 of the Agreement.  30 
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REFERENCE:   Proposed PPA, Page 1 1 
 2 
“Alexco is developing the Initial Mine Facilities with the intent of commencing milling 3 
operations at the Initial Mill Site and mining operations at the Initial Mine Site in 20I0, 4 
and of developing other Mines and Mills in the District in the future. 5 
 6 
QUESTION: 7 
 8 

a) Please provide a copy of the mining / milling operations feasibility study and / or 9 
business case analysis relied upon by YEC to proceed with the proposed PPA. 10 

 11 
ANSWER: 12 
 13 
(a) 14 
 15 
YEC did not rely on a particular mining/milling operations feasibility study or other 16 
business case analysis to proceed with the current PPA. 17 
 18 
Per Part 5 of the Alexco PPA, the mine is paying the Capital Costs currently associated 19 
with this PPA soon after execution of the Agreement limiting any risk in this regard. The 20 
circumstances surrounding the negotiation of the Alexco PPA are not the same in this 21 
regard as existed for the negotiation of the Minto PPA. 22 
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REFERENCE:   Proposed PPA – Definitions and Interpretation, Page 6 1 
 2 
"(rr) Major Industrial Customer" means a customer of YEC, or of any other regulated 3 
electric utility in the Yukon Territory, engaged in manufacturing, processing, or mining 4 
whose electrical service is inter-connected with electrical service provided to any other 5 
customer of such electric utilities and whose peak Electric Demand exceeds 1,000 kW or 6 
any future replacement definition or replacement service capacity threshold applicable to 7 
manufacturing, processing or mining activities of Alexco, as approved by the YUB”. 8 

 9 
REFERENCE:  OIC 1995/90 – Rate Policy Directive 10 
 11 
“major industrial customer means a customer engaged in manufacturing, processing, or 12 
mining, whose peak demand for electricity exceeds 1 MW, but it does not include an 13 
isolated industrial customer” 14 
 15 
QUESTION: 16 
 17 

a) Please explain the need to vary the definition of Major Industrial Customer used 18 
in the proposed PPA from that legislated for use in the Yukon for rate setting 19 
purposes. 20 

 21 
ANSWER: 22 
 23 
(a) 24 
 25 
The PPA restates the definition of Major Industrial Customer as required for the 26 
purposes of this Agreement without varying the key elements as currently defined in OIC 27 
1995/90; the PPA also provides for any future change to this definition that may be 28 
approved by the YUB.  29 
 30 
The definition of Major Industrial Customer provided in the PPA (section 1.1 (rr)) is as 31 
follows:  32 
 33 

“Major Industrial Customer” means a customer of YEC, or of any other regulated 34 
electric utility in the Yukon Territory, engaged in manufacturing, processing, or 35 
mining whose electrical service is inter-connected with electrical service provided 36 
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to any other customer of such electric utilities and whose peak Electric Demand 1 
exceeds 1,000 kW or any future replacement definition or replacement service 2 
capacity threshold applicable to manufacturing, processing or mining activities of 3 
Alexco, as approved by the YUB.” 4 

 5 
The definition provided in the PPA complies with the definition in OIC 1995/901 and 6 
incorporates the factors that define industrial customers under the current rate policy, 7 
i.e., under the PPA a Major Industrial Customer means:  8 
 9 

• A customer of YEC or any other regulated electric utility in Yukon;  10 
 11 

• A customer engaged in manufacturing, process or mining whose peak Electric 12 
Demand excess 1,000 kW (or 1 MW) – as specified in the OIC direction; and 13 
 14 

• A customer whose electrical service is inter-connected with electrical service 15 
provided to any other customer of such electric utilities, i.e., does not apply to an 16 
isolated industrial customer2 as defined in OIC 1995/90. 17 

 18 
The PPA definition also makes allowances for “any future replacement definition or 19 
replacement service capacity threshold applicable to manufacturing, processing or 20 
mining activities of Alexco, as approved by the YUB”.  21 

                                                 
1 Per OIC 1995/90 “major industrial customer” means a customer engaged in manufacturing, processing, or mining, 
whose peak demand for electricity exceeds 1 MW, but it does not include an isolated industrial customer;” 
2 Per OIC 1995/90: “isolated industrial customer” means a customer engaged in manufacturing, processing, or mining and 
whose electrical service is not inter-connected with electrical service provided to any other customer;” 
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REFERENCE:   Proposed PPA – Alexco Forecasts, Page 11 1 
 2 
“Alexco will provide to YEC annual written forecasts ("Alexco Forecasts") of the Grid 3 
Electricity requirements of the Mine Facilities at the Points of Delivery for each of the 4 
succeeding five calendar years, so as to allow YEC to forecast the future Electric 5 
Demand and Electric Energy loads on its facilities”. 6 
 7 
QUESTION: 8 
 9 

a) Please describe the reporting, if any, to the YUB that will be undertaken with 10 
respect to these forecasts. 11 
 12 

b) Please outline how the additional costs associated with this forecasting exchange 13 
will be directly recovered from Alexco and not other ratepayers. 14 

 15 
ANSWER: 16 
 17 
(a) 18 
 19 
Pursuant to past practice and current Yukon Energy practice, information on YEC’s load 20 
forecasts is provided in general rate applications or other similar regulatory filings with 21 
the Board.  22 
 23 
(b) 24 
 25 
The additional cost of this forecast exchange, which are expected to be minimal, is an 26 
operational cost of YEC and not included in the Capital Costs, Decommissioning Costs 27 
or any other costs to be recovered from Alexco.  28 



 



 Yukon Energy Corporation 
 Application for Approvals regarding the 
 Alexco Power Purchase Agreement 
 UCG-YEC-1-17 
  

December 1, 2010  Page 1 of 3 

REFERENCE:   Proposed PPA – Alexco Standards for Usage of Electricity,  1 
   Page 14 2 
 3 
“Alexco will regulate its electrical load so that the Power Factor for the Mine Facilities at 4 
any Point of Delivery is maintained within a reasonable operating range as agreed to by 5 
the Parties from time to time, acting reasonably. Alexco will operate its equipment and 6 
use the Grid Electricity at the Mine Facilities so as not to endanger any of YEC's plant or 7 
equipment or cause any unacceptable fluctuations of YEC's electrical system”. 8 
 9 
QUESTION: 10 
 11 

a) How many electrical motors will Alexco be using? 12 
 13 

b) How many of these have energy saving controls (i.e., speed control 14 
mechanisms) allowing ramp-down when not so much energy is needed or during 15 
peak loads)? 16 
 17 

c) How many electrical pumps will Alexco be using? 18 
 19 

d) How many of these have energy saving controls (i.e., speed control 20 
mechanisms) allowing ramp-down when not so much energy is needed or during 21 
peak loads? 22 
 23 

e) Does Alexco plan on using any electrical digging machines or pumps in the 24 
mine? 25 
 26 

f) Provide an analysis of the generation available from Mayo facilities and the use 27 
of that generation at each customer class assuming Alexco’s current energy 28 
requirements. 29 
 30 

g) If and when Alexco requests to increase their energy requirements above what is 31 
now available from the Mayo generation facilities, how will they pay their share of 32 
the costs of generation and transmission facilities needed to serve them? 33 
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ANSWER: 1 
 2 
(a) to (e) 3 
 4 
YEC does not have, and is not able to provide, this customer-specific information. 5 
Further, it is not YEC’s practice to provide individual customer information to the public.  6 
 7 
(f) 8 
 9 
As reviewed in past submissions to the YUB (including the YEC Resource Plan: 2006-10 
2025), YEC’s generation facilities at Mayo currently include approximately 5 MW of 11 
hydro at Mayo A and 2 MW of diesel generation capability. The new Mayo B additional 12 
generation is not planned to be in service until the end of 2011. YEC is not able to 13 
provide analysis as to the “use of that generation at each customer class”; however, 14 
prior to connection of the two grids, YEC expects that baseload diesel generation will be 15 
required on the Mayo Dawson grid over the 2010/2011 winter to supply the overall 16 
system load including the Alexco facilities. In May 2011 the Mayo Dawson and WAF 17 
grids are expected to be interconnected and surplus energy from WAF will be available 18 
to serve loads on the Mayo Dawson system (and vice versa).   19 
 20 
(g) 21 
 22 
Alexco will pay for its future energy requirements in accordance with Rate Schedule 39, 23 
as approved by the Board from time to time and including any Rider D rates in effect 24 
from time to time. In addition, as provided for in the PPA for any increase in Maximum 25 
Electric Demand or new Points of Delivery, Alexco will pay for any additional Capital 26 
Costs that YEC must incur in the event that new Mine Facilities Spurs or related costs 27 
are required to serve Alexco loads.  28 
 29 
Rate Schedule 39 is fixed by OIC 2007-94 until December 31, 2012. 30 
 31 
The Alexco Fixed Charge ensures that Alexco pays its share of costs for the 69 kV 32 
Mayo-Keno Transmission line originally built and maintained to provide service to the 33 
mine site (i.e., 85% direct contribution and proportional share of pooled costs). See 34 
UCG-YEC-1-4, YUB-YEC-1-3(a) and (b), YUB-YEC-1-4(a), and YECL-YEC-1-4. 35 
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With regard to other bulk transmission and generation costs (not specified in the Alexco 1 
PPA), it is noted that Yukon is a cost of service based rate regulated jurisdiction, and 2 
that section 6.1 of OIC 1995/90 directs the Board to ensure that the rates charged to 3 
major industrial power customers “are sufficient to recover the costs of service to that 4 
customer class; those costs must be determined by treating the whole Yukon as a single 5 
rate zone and the rates charged by both utilities must be the same.” 6 
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REFERENCE:   Proposed PPA – Alexco Power Bill, Page 15 1 
 2 
“Alexco will pay YEC the amount set out in each Alexco Power Bill within 15 Business 3 
Days of the date of delivery of the Alexco Power Bill to Alexco”. 4 
 5 
QUESTION: 6 
 7 

a) Please explain how this provision differs from the ESR provision for payment “by 8 
the date indicated on the bill”. Please indicate how much time other customers 9 
are given to pay their bill. 10 

 11 
ANSWER: 12 
 13 
(a) 14 
 15 
Electricity bills produced by the customer billing system have a “due by” date. Depending 16 
on the cycle read, this date is approximately 20 days after the customer receives the 17 
statement. Alexco bills are processed manually and due date is 15 days from date the 18 
bill is sent to Alexco; the same provision applies to the Minto Mine bills. 19 
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REFERENCE:   Proposed PPA – Accrued Decommissioning Fund, Page 21 1 
 2 
“YEC will deposit the Decommissioning Cost Payment for any Mine Facilities Spur into 3 
the Accrued Decommissioning Fund, and invest the Accrued Decommissioning Fund at 4 
6.5% interest per annum to fund YEC's regulated rate base during the Term under this 5 
Part 11”. 6 
 7 
QUESTION: 8 
 9 

a) Please provide details of the calculation of the referenced “6.5% interest per 10 
annum to fund YEC's regulated rate base”. 11 

 12 
ANSWER: 13 
 14 
(a) 15 
 16 
The Accrued Decommissioning Fund, including investment of Decommissioning Cost 17 
Payments at 6.5% interest per annum to fund YEC’s regulated rate base during the 18 
Term under 11 of the Alexco PPA, is based on the method and number used for the 19 
Minto PPA. The YUB in Order 2007-5 (page 21) determined the establishment and use 20 
of the Minto Accrued Decommissioning Fund to be an acceptable method. YEC’s Mayo 21 
B Part 3 Application noted (footnote 41 at page 29) that the weighted average cost of 22 
new capital for YEC as approved by the YUB for YEC’s 2009 GRA is 6.56% (reflects 23 
5.28% for new debt and 8.49% for equity, with 60% debt and 40% equity financing). See 24 
also response to YUB-YEC-1-8. 25 
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REFERENCE:   Proposed PPA – Assignment, Page 26 1 
 2 
“Neither Party may assign this Agreement without the prior written consent of the other 3 
Party, such consent not to be unreasonably withheld”. 4 
 5 
QUESTION: 6 
 7 

a) Please confirm that the YUB must approve of any assignment of the proposed 8 
PPA. 9 

 10 
ANSWER: 11 
 12 
(a) 13 
 14 
Not confirmed. YEC is not seeking Board approval of this provision in its requested 15 
approvals. Assignment is addressed in Part 14 of the PPA. As discussed in response to 16 
LE-YEC-1-6 this is a standard type of provision that was also included in the Minto PPA. 17 
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REFERENCE:   Proposed PPA, Attachment C - Peak Shaving Credit Option 1 
 2 
“For customers with an established Winter Contract Load in good standing, a Peak 3 
Shaving Credit in each billing month equal to 50% of the Demand Charge times the 4 
Peak Shaved Load”. 5 
 6 
QUESTION: 7 
 8 

a) Please describe how Alexco would qualify for this credit and specifically which 9 
winter seasons it would qualify. 10 
 11 

b) Please describe how the proposed Peak Shaving Credit for Alexco allows for 12 
sufficient recovery of that portion of YEC’s revenue requirement allocated to the 13 
industrial rate class for this service. 14 
 15 

c) Please provide a paper copy and a working electronic copy of the cost of service 16 
study used to determine that the proposed peak shaving rate is sufficient to 17 
recover that portion of YEC’s revenue requirement allocated to the industrial rate 18 
class for this service. 19 

 20 
ANSWER: 21 
 22 
(a) to (c) 23 
 24 
See response to LE-YEC-1-7. The winter contract demand load provisions were 25 
approved at the time of the Minto PPA to allow for potential shaving of peak winter 26 
demand load by a Major Industrial Customer. Rate Schedule 39 (including this provision) 27 
has been fixed by OIC 2007-94 until December 31, 2012. As noted during the Phase II 28 
proceeding, COS results are not applicable to industrial rates until after this OIC expires.  29 
 30 
Alexco would qualify for the credit based on the fact that it is an industrial customer 31 
taking service under Rate Schedule 39. 32 
 33 
During the Minto PPA proceeding YEC discussed how the provision would apply to 34 
Minto mine (similar principles would apply to Alexco):  35 
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• Minto could nominate a winter peak contract load (the “Winter Contract Load”) at 1 
no less than two-thirds of the Mine’s maximum firm contract load (MVA), subject 2 
to the following terms and conditions: 3 

- Minto will not the exceed Winter Contract Load when the temperature in 4 
Whitehorse is below -30 degrees Celsius.  YEC will provide Minto with 5 
sufficient notice in this regard; 6 

- If Minto contracts for a Winter Contract Load, a year’s notice will be 7 
required to change any of the contract provisions; and 8 

- If Minto’s load exceeds the Winter Contract Load, reasonable penalty 9 
provision will apply (see the Rate Schedule 39 provisions). 10 

 11 
During the Minto PPA proceeding it was noted that both the Mine and ratepayers 12 
benefited from this provision as follows:  13 
 14 

• The Peak Shaving Rate Option benefits YEC by lowering the need to plan for 15 
and run peaking diesels. It was noted that on the existing WAF system every 16 
increased degree between -24 degrees Celsius and -44 degrees Celsius 17 
currently tends to increase the system demand by about 400 kW per degree 18 
Celsius. 19 
 20 

• If the Mine elects to use this rate option they will be provided a rate break to 21 
compensate for their inconvenience. 22 

 23 
Attachment A of the Minto PPA Application (providing 2008 Yukon Industrial Cost of 24 
Service) noted that the Peak Shaving rate credit is consistent with the cost of service 25 
evidence (available for the Industrial class at that time and filed with the MInto PPA 26 
Application), and would result in positive outcomes for the customer and all ratepayers. 27 
The response to UCG-YEC-1-4 (filed during the Minto PPA hearing) noted that “the COS 28 
analysis [in Attachment A to the Minto PPA Application] illustrated that the revenue lost 29 
by YEC under the Peak Shaving Credit is less than the COS removed from the Industrial 30 
class (see Attachment A to Application, page A-16 – Industrial revenue to cost ratio 31 
under maximum potential credit is 102.5%). 32 
 33 
The 2009 COS provided with the recent Phase II Rate Application notes that industrials 34 
are already paying in excess of the costs to serve that class (with an R/C ratio between 35 
109% [noted in the Phase II Rate Application as filed] and 111% [with corrections 36 



 Yukon Energy Corporation 
 Application for Approvals regarding the 
 Alexco Power Purchase Agreement 
 UCG-YEC-1-21 
  

December 1, 2010  Page 3 of 3 

identified during that proceeding]). No additional analysis has been conducted, however, 1 
specifically related to the winter peak shaving provisions set out in Rate Schedule 39. 2 
 3 
To date, no major industrial customer has in fact elected to use this winter peak shaving 4 
option. 5 
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TOPIC:  Status of Alexco Load 1 
 2 
REFERENCE:   Requested Approvals Application, Page 1 3 
 4 
Alexco is currently developing the Initial Mine Facilities with the intent in 2010 of 5 
commencing milling operations at the Initial Mill Site and mining operations at the Initial 6 
Mine Site as defined in the PPA, and is expected to commence service as a Major 7 
Industrial Customer (as defined in OIC 1995/90) in October 2010. The Initial Mill Site is 8 
expected to be connected to the Transmission Facilities next week through the Initial 9 
Mine Facilities Spur that YEC has developed. The Initial Mine Site is already connected 10 
to the Transmission Facilities through facilities owned and operated by Alexco. 11 
 12 
PREAMBLE: 13 
 14 
YECL seeks to understand the status of the Initial Mine Site load and the Initial Mill Site 15 
load. 16 
 17 
QUESTION: 18 
 19 

a) Please provide status of the Initial Mine Site load and the Initial Mill Site load. 20 
 21 

b) Please include the latest expected operating demand of both facilities. 22 
 23 

c) Please confirm that OIC 1995/90 defines a major industrial customer as a major 24 
industrial customer engaged in manufacturing, processing, or mining, whose 25 
peak demand for electricity exceeds 1 MW, but it does not include an isolated 26 
industrial customer. If confirmed, please explain whether the size of the Initial 27 
Mine Site load and the Initial Mill Site load meets the criteria set out in OIC 28 
1995/90. 29 



 Yukon Energy Corporation 
 Application for Approvals regarding the 
 Alexco Power Purchase Agreement 
 YECL-YEC-1-1 
  

December 1, 2010  Page 2 of 3 

ANSWER: 1 
 2 
(a) 3 
 4 
As at November 1, 2010 YEC first recorded a metered load in excess of 1,000 kVA at 5 
the Initial Mine Facilities, with 287 kVA at the Initial Mill Site and 858 kVA at the Initial 6 
Mine Site. 7 
 8 
The Initial Mill Site was connected to the grid on October 6, 2010 and billing commenced 9 
at the Industrial Rate on November 1, 2010.  10 
 11 
The Initial Mine Site (an already existing point of service) was transferred to the 12 
Industrial Rate on November 1, 2010. 13 
 14 
(b) 15 
 16 
The expected operating demand of both facilities remains as set out in the PPA. 17 
 18 
The actual operating demand of the Initial Mill as recorded to date over the month of 19 
November was a peak of 1,407kVA.  20 
 21 
The actual operating demand of the Initial Mine as recorded to date over the month of 22 
November was a peak of 906 kVA. 23 
 24 
(c) 25 
 26 
YEC confirms that OIC 1995/90 defines a major industrial customer as a customer 27 
engaged in manufacturing, processing, or mining, whose peak demand for electricity 28 
exceeds 1 MW, but it does not include an isolated industrial customer. 29 
 30 
The Initial Mine Site load and the Initial Mill Site load together, and the Initial Mill Site 31 
load on its own, exceed the 1 MW criteria for an industrial customer. The Initial Mine Site 32 
load does not, on its own, meet the criteria set out in OIC 1995/90. 33 
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The Initial Mine Facilities views the combined Mine and Mill loads as one, due to the 1 
overall reliance of the mill to receive product for processing from the mine and easily 2 
exceeds the 1 MW criteria. 3 
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TOPIC:  Exit Provisions 1 
 2 
REFERENCE:   Requested Approvals Application, page 2 3 
 4 
The PPA sets out each Party’s rights and obligations with respect to the sale of Grid 5 
Electricity by YEC to Alexco for Mine Facilities in the District. This includes provisions 6 
related to the payment by Alexco of: 7 
 8 

1) YEC’s reasonably incurred costs and expenses (the “Capital Costs”): 9 

(a) To design, engineer, construct and commission a 1.65 km transmission 10 
line (“the Initial Mine Facilities Spur”) to connect YEC’s 69 kV Mayo-Keno 11 
Transmission Facilities (the Transmission Facilities”) to the Alexco Initial 12 
Mill Site; and 13 

(b) To negotiate and conclude the PPA. 14 
 15 

2) The costs to be incurred by YEC to remove such facilities after the Mine Facilities 16 
Shutdown Date (“the Decommissioning Costs”). 17 

 18 
PREAMBLE: 19 
 20 
YECL seeks to understand the circumstances after the Mine Facilities Shutdown and the 21 
impact to ratepayers. 22 
 23 
QUESTION: 24 
 25 

a) Please provide an example of what costs other than “Decommissioning Costs” 26 
the customer would be required to pay to remove facilities in the event the Mine 27 
Facilities Shutdown after 5 years of service. 28 
 29 

b) Is the customer required to pay for any un-recovered capital costs after exiting 30 
the system? If not, does YEC consider the un-recovered capital costs as 31 
stranded? If not, why not? If yes, who would be responsible to pay for the un-32 
recovered capital costs? 33 
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c) Please describe what additional costs Alexco will be responsible for if the 1 
customer does not take the forecast minimum monthly energy. 2 
 3 

d) Please describe what additional costs Alexco will be responsible for if the 4 
customer exceeds the forecast minimum monthly energy and (i) requires 5 
additional facilities due to load growth, and (ii) does not require additional 6 
facilities due to load growth. 7 

 8 
ANSWER: 9 
 10 
(a) 11 
 12 
It is unclear what this question is asking. As reviewed below, the PPA sets out the costs 13 
that the customer is required to pay to YEC, including Decommissioning Costs. YEC is 14 
not able to provide an example of what costs the customer would be required to pay to 15 
YEC other than Decommissioning Costs and other payments as set out in the PPA. 16 
 17 
Under the Agreement, Alexco is responsible for payment of the Alexco Power Bill, 18 
Capital Costs as defined in the Agreement and Decommissioning Costs (as defined in 19 
the Agreement.).   20 
 21 
The definition of Decommissioning Costs1 provided in the Agreement sets out the costs 22 
the customer would be required to pay YEC to remove facilities in the event of a Mine 23 
Facilities Shutdown; this definition includes “decommissioning and other costs to be 24 
incurred by YEC”: 25 
 26 

• Costs to take down and remove facilities; and 27 
 28 

• Costs to restore any property under applicable law (less credits for recovery 29 
sales of any materials removed or sold). 30 

                                                 
1 Per section 1.1 (o), Decommissioning Costs means “All decommissioning and other costs to be incurred by YEC and 
agreed to be recovered from Alexco (including, without limitation, costs to take down and remove facilities and costs to 
restore any property under applicable law, less credits for recovery sales of any materials removed and sold) reasonably 
required to remove such parts of the Mine Facilities Spurs to be decommissioned after a Mine Facilities Shut Down Date 
as YEC at that time may require to be decommissioned” 
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This definition includes all costs reasonably required to remove parts of the Mine 1 
Facilities Spur to be decommissioned after a Mine Facilities Shut Down date as YEC 2 
may require to be decommissioned at that time.  3 
 4 
(b) 5 
 6 
Given the provisions of the PPA, it is unclear what this question is asking. As reviewed 7 
below, the PPA sets out clearly the responsibility of the customer to pay for Capital 8 
Costs such that these costs are incurred and also required to be paid, long before the 9 
customer would be “exiting the system”. 10 
 11 
Alexco is responsible to pay all Capital Costs as defined under the Agreement. The 12 
Agreement fully addresses risks related to Capital Cost payment by Alexco as Capital 13 
Cost payments for Initial Mine Spurs are to be made shortly after commissioning of the 14 
facilities and provision of service to the mine (and are to be completed well before any 15 
mine closure or exit from the system).  Further detail is provided below.  16 
 17 
The payment of Capital Costs is addressed in Part 5 of the Agreement.  With regard to 18 
the Initial Mine Facilities Spurs, Alexco has agreed to pay (within 15 days of receipt of 19 
invoice) the Capital Costs as invoiced by YEC. [See Alexco PPA, Part 5, section 5.1(a), 20 
(b), (c) and (d)]. These amounts are to be paid based on the following invoice timing 21 
provisions: 22 
 23 

• Section 5.1(a) - The first YEC invoice for 50% of the estimated Capital Costs (as 24 
set out in this section) relating to the Initial Mine Facilities Spurs and negotiation 25 
of the PPA is to be provided within 30 days of execution and delivery of the 26 
Agreement;  27 
 28 

• Section 5.1(b) - The second and final YEC invoice for Capital Costs for the Initial 29 
Mine Facilities Spurs is to be provided by YEC to Alexco within 30 days of YEC’s 30 
notice that the Initial Mine Facilities Spurs are commissioned and available to 31 
provide Grid Electricity to the Initial Mine Facilities pursuant to the Agreement; 32 
 33 

• Section 5.1(c) - YEC will invoice Alexco for the Capital Costs related to 34 
negotiation and conclusion of the PPA that exceed the related amount invoiced 35 
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under section 5.1(a) as and when such costs are incurred and invoiced to or paid 1 
by YEC; and 2 

 3 
Pursuant to section 5.1(d), in circumstances where the final actual Capital Costs for the 4 
Initial Mine Facilities Spurs or for negotiation and conclusion of the Agreement are less 5 
than the amount invoiced under 5.1(a), YEC will set the difference off against any other 6 
amount owed by Alexco to YEC under the PPA or refund the difference. 7 

 8 
With regard to development of future Mine Facilities Spurs [Section 4.5 and Part 5, 9 
section 5.2], Alexco agrees to pay to YEC the Capital Costs for any subsequent Mine 10 
Facilities Spurs that YEC agrees to develop  (as provided in Section 4.5). This includes: 11 
 12 

• Provision for payment of 50% of YEC’s estimated costs for such facilities prior to 13 
YEC ordering equipment for or construction of such new Mine Facilities Spurs. 14 
 15 

• The balance of such Capital Costs to be paid by Alexco to YEC within 30 days of 16 
notice by YEC that such Mine Facilities Spurs are commissioned and available to 17 
receive Grid Electricity to provide to Alexco. 18 

 19 
(c) 20 
 21 
Pursuant to the PPA, Alexco is responsible for payment of the Alexco Power Bill (defined 22 
as the monthly bill sent by YEC to Alexco under section 6.1), i.e., there are no additional 23 
take or pay provisions in this PPA. It is noted that under this PPA, all of YEC’s 24 
incremental Capital Costs are to be recovered directly and without regard to actual 25 
power use.   26 
 27 
(d) 28 
 29 
Alexco, as any other customer provided firm service, is responsible for payment of 30 
invoices rendered for all Electricity delivered by YEC during the month, including when 31 
the customer exceeds the forecast monthly energy or the Maximum Electric Demand. 32 
Section 4.5 of the PPA sets out the provisions, including provisions for any new Capital 33 
Costs or increase to the Mine Firm Rate or other changes that may be required to the 34 
PPA, if Alexco requires an increase to its Maximum Electric Demand or a new Point of 35 
Delivery for a new Mine Facility. 36 
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TOPIC:  Terms and Conditions of Service (T&Cs) – Totalized Metering 1 
 2 
REFERENCE:   (1) Requested Approvals Application, Page 3 3 
   (2) Power Purchase Agreement, Section 6.1 4 
 5 
PREAMBLE: 6 
 7 
YECL is seeking understanding how Section 7.7 (Totalized Metering) of the Terms and 8 
Conditions of Service as proposed in the YEC/YECL 2009 Phase II Application may be 9 
applied in the context of this Requested Approvals Application. 10 
 11 
As set out on page 3 of the Requested Approvals Application: 12 
 13 
Section 6.1 of the PPA also provides as follows: 14 
 15 
If permitted by the ESRs or YUB, the Electric Demand and Electric Energy at the Points 16 
of Delivery will be totaled and only one bill will be issued for such Points of Delivery. 17 
 18 
Tab 5 of the Yukon Energy and Yukon Electrical 2009 Phase II Rate Application sets out 19 
proposed adjusted Terms and Conditions of Service wherein section 7.7 would allow 20 
such totalized metering where (as in this PPA) it is specified in a contract. YEC notes 21 
that under the current ESRs, section 4.7 would not permit totalized metering in this 22 
instance as the Points of Delivery are not located within a radius of a half a mile of each 23 
other – and therefore, until such time as the current ESRs are modified to so permit this 24 
totalized metering, YUB approval is being sought to proceed with the above provision of 25 
section 6.1 of the PPA. 26 
 27 
QUESTION: 28 
 29 

a) Please explain in detail what YEC is requesting approval for in this Application 30 
with respect to reflecting Section 7.7 (Totalized Metering) of the proposed T&Cs 31 
as filed in YEC/YECL’s 2009 Phase II Application. 32 
 33 

b) Please explain the process how YEC will bill on the totalized metered data (i.e., 34 
whether the billing will be based on metered information from one upstream 35 
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meter that will meter all the facilities or the billing will be based on separate meter 1 
reads at each Point of Delivery that will be aggregated). 2 
 3 

c) Please explain how the billing demand criteria from Rate Schedule 39 will be 4 
applied against the totalized metered information (i.e., will the ratchet provision 5 
apply to each Point of Delivery or the totalized metered data). 6 
 7 

d) Please attach the Totalized Metering sections (i.e., S. 4.7) from the current 8 
approved T&Cs and the proposed 2009 Phase II T&Cs (i.e., S. 7.7), and discuss 9 
the differences between the two versions. 10 
 11 

e) Please explain how S. 7.7 from the proposed 2009 Phase II T&Cs “would allow 12 
such totalized metering”, while S. 4.7 from the current approved T&Cs “would not 13 
permit totalized metering”. 14 
 15 

f) Please provide any reference(s) from the recent 2009 Phase II proceedings that 16 
proposed an amendment to the T&Cs to allow such totalized metering. 17 

 18 
ANSWER: 19 
 20 
(a) 21 
 22 
YEC is seeking YUB approval to have the monthly energy, demand and fixed charges 23 
totaled on one monthly invoice (see LE-YEC-1-5).  24 
 25 
Section 7.7 (Totalized Metering) of the proposed T&Cs was referenced because the 26 
PPA meets the provision in Section 7.7 that: 27 
 28 

“..where specified in a contract, the Customer and Company may agree that the 29 
Demand and Energy at each Point of Service be totalized and only one bill 30 
issued for each billing period.” 31 
 32 

As the current ESRs do not reflect the “where specified in a contract” provision, YEC is 33 
seeking YUB approval to have one total bill in the event that Section 7.7 of the proposed 34 
T7C is not approved prior to the Board’s decisions with regard to the Alexco PPA (see 35 
YUB-1-1(b)).  36 
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(b) 1 
 2 
As reviewed in response to LE-YEC-1-5 and YUB-YEC-1-1(a), YEC intends to bill based 3 
on separate meter reads at each Point of Delivery that will be aggregated into one bill.  4 
 5 
(c) 6 
 7 
As reviewed in response to LE-YEC-1-5 and YUB-YEC-1-1(a), the ratchet provision will 8 
initially apply to the consolidated peak demand of the Points of Delivery and not to the 9 
totalized metered demand. This can be adjusted in the future in the event that the Board 10 
approves provision for one totalized bill, and Alexco seeks to have one totalized metered 11 
demand and agrees to reimburse YEC for the incremental metering costs required to 12 
provide such totalized metered demand.  13 
 14 
(d) and (e) 15 
 16 
From the current approved ESR’s: 17 
 18 
 4.7 Totalized Metering 19 
 20 

Normally, the Company will issue a separate bill for each point of delivery. When 21 
service is provided through multiple points of delivery to a customer's plant site 22 
consisting of centralized processing facilities or product transportation facilities 23 
located on lands leased or owned by the customer, where such multiple points of 24 
delivery are located within a radius of half a mile of each other, the customer and 25 
Company may agree that the demand and energy at each point of delivery be 26 
totalized and only one bill issued for each billing period. 27 

 28 
The customer shall pay the incremental metering cost associated with totalized 29 
metering.30 
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From the Proposed 2009 Phase II T&Cs: 1 
  2 
 7.7 Totalized Metering 3 
 4 

When Service is provided through multiple Points of Service to a Customer's 5 
plant site consisting of centralized processing facilities or product transportation 6 
facilities located on lands leased or owned by the Customer, where such multiple 7 
Points of Service are located within a radius of half a mile of each other, or where 8 
specified in a contract, the Customer and Company may agree that the Demand 9 
and Energy at each Point of Service be totalized and only one bill issued for each 10 
billing period. The Customer shall pay the incremental metering cost associated 11 
with totalized metering. 12 

 13 
The material difference between the ESR versus the T&C version relates to the ability, 14 
without separate Board approval, to proceed with totalized metering when points of 15 
delivery for a customer are outside of a half mile radius between these points, i.e. the 16 
ESR version restricts the Companies’ ability to offer totalized metering in such cases, 17 
while the T&C proposed in the Phase II Rate Application accommodates totalized 18 
metering in such cases when specified in a contract.  19 
 20 
From YEC’s perspective Alexco as an industrial customer requires two or more Points of 21 
Delivery for Major Industrial Customer power use related to the mining and processing of 22 
its product. This is acknowledged by the terms and commitments within the PPA. 23 
 24 
(f) 25 
 26 
See excerpt of proposed section 7.7 of the Terms and Conditions of service noted in (d) 27 
and (e) above. This proposed amendment was included in Tab 5 of the Phase II Rate 28 
Application. The provisions was not materially addressed in interrogatories or in cross-29 
examination at the oral hearing.  30 
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TOPIC:  Estimation of the Monthly Charge 1 
 2 
REFERENCE:   Requested Approvals Application, Page 4 3 
 4 
PREAMBLE: 5 
 6 
YECL is interested in system conditions in 1985 vs. 2010 and the validity of the 85% 7 
precedent. 8 
 9 
QUESTION: 10 
 11 

a) Please explain what was the original justification for the 85% direct cost 12 
allocation to the Faro Mine? 13 
 14 

b) Please explain what criteria were used in determining the 1985 precedent was 15 
applicable to this agreement?  How were the criteria weighted? 16 
 17 

c) Please explain whether Minto Mine received a similar direct cost allocation for its 18 
PPA? Why or why not? 19 
 20 

d) Please explain what similarities & differences exist between the Alexco deal in 21 
2010 and the Faro deal in 1985? 22 
 23 

e) Please explain if there is a similar amount of excess power available on the 24 
system in 2010 compared with 1985? 25 
 26 

f) Please explain what percentage of system load does Alexco account for? 27 
 28 

g) Please explain what percentage of system load did Faro Mine account for? 29 
 30 

h) Please explain what is the life expectancy of Alexco’s load? 31 
 32 

i) Please explain how long will it take for Alexco’s fixed charge to cover the capital 33 
cost of the transmission line, depreciation, and return? 34 
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j) Please explain why YEC believes the 1985 Faro precedent is still valid in 2010 1 
and applicable to the Alexco PPA. 2 
 3 

k) Please provide a comparison of the Alexco and Minto Mine PPAs showing the 4 
differences between the two agreements and provide explanations for the 5 
differences. 6 

 7 
ANSWER: 8 
 9 
(a) 10 
 11 
See response to YUB-YEC-1-3(a) for review of past precedents; see also UCG-YEC-1-12 
4.  13 
 14 

(b) 15 

 16 

Please see response to YUB-YEC-1-4(d). 17 

 18 
(c) 19 
 20 
The Minto PPA provides for Minto to pay the full cost of the Minto Spur line (constructed 21 
specifically to provide service to that mine site). Minto also paid a contribution towards 22 
the Capital Costs of CSTP Stage 1 pursuant to the Agreement (as approved by the 23 
Board in Order 2007-5). With regard to Minto, given the above required contributions, no 24 
additional direct allocation was made to Minto regarding pre-existing transmission 25 
infrastructure in place to provide service to the mine. 26 
 27 
(d) and (j) 28 
 29 
YEC has described the relevant Faro precedent in the September 28, 2010 Alexco PPA 30 
Application letter. Similarities and differences between the Alexco deal in 2010 and the 31 
NEB recommendation regarding Faro in 1985 regarding allocation of existing 32 
transmission fixed charges include: 33 
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• Unlike the circumstances surrounding the Whitehorse to Faro line built to service 1 
CAMC in 1969, there is no related agreement between Alexco and the 2 
Government of Canada or any other government. 3 
 4 

• However, in both cases: 5 
- A line was built and maintained specifically to serve the mine site area: 6 

o In the case of the Whitehorse-Faro line to serve CAMC/and later 7 
Faro mine (see discussion in UCG-YEC-1-4(b)); and 8 

o In the case of Mayo-Keno line to serve UKHM (until its closure in 9 
the late 1980’s). In the 1992 Capital Plan hearing, YEC noted that 10 
the required rebuild of the line (costing $1.5 to 2 million) could not 11 
be justified based on the current load following closure of the 12 
UKHM mine; YEC performed minimal capital improvements to 13 
maintain public safety on the basis that when UKHM or another 14 
mine commenced activities in the site area such costs would be 15 
assigned primarily to that customer.  16 

- In the case of both the Whitehorse-Faro line and the Mayo-Keno line, the 17 
line has been maintained to provide service to other much smaller non-18 
industrial loads. 19 

o The NEB 1985 Report notes Whitehorse-Faro service to loads at 20 
Ross River, Carmacks and Faro townsite totaling 3.2% of load on 21 
the line when the Faro mine was operating.  22 

o The 1992 Review of Capital Resource Plans notes at that time the 23 
Mayo-Keno line served loads at the CBC, NWTel tower site, Silver 24 
Trail Lodge and a number of YTG Highways heat traces in 25 
culverts. Currently the line serves loads at Keno (approximately 26 
0.3 GWh). 27 

- In the case of Faro mine the NEB, and later the YUB, agreed with the 28 
approach that the mine should be directly assigned 85% of the costs of 29 
the line as well as its share of the pooled costs.  30 

o As noted in the NEB Report CAMC was previously assigned 31 
96.8% of the costs on the Whitehorse-Faro line when the mine 32 
had been operating, reflecting its share of load; the NEB held that 33 
85% direct cost assignment together with CAMC’s share of pooled 34 
costs in the Yukon hydro rate zone (based on its respective 35 
demand) to be a fair allocation of costs. The YUB accepted this 36 
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assignment for Faro in the 1992 COS and Rate Design 1 
proceeding and later in Order 1996-7.  2 

o Alexco is currently expected to be 98% of the forecast load on the 3 
Mayo-Keno line. A similar assignment on the basis applied to 4 
CAMC/Faro is considered reasonable given the relative 5 
percentage of the mine’s load to non-industrial loads using the 6 
line. As in the case of the Faro mine, in any future cost of service 7 
study the balance of the line’s costs will be shared by this mine 8 
(and other industrial customers) based on the respective demand 9 
and/or energy allocations then used for such costs.  10 
 11 

There is sufficient similarity in the circumstances of each of the Whitehorse-Faro line (in 12 
relation to CAMC/Faro) and the Mayo-Keno line (in relation to Alexco), including past 13 
commitments of YEC as regards capital costs spent on this line after the UKHM closure, 14 
that there is a basis to continue to apply the principles established in 1985 by the NEB 15 
and previously endorsed and approved by the YUB. In addition, in the case of Alexco 16 
there is a contractual arrangement through the PPA that provides specifically for this 17 
Fixed Charge allocation. 18 
 19 
(e) 20 
 21 
Compared to 2010, there was apparently considerably more surplus hydro available on 22 
WAF in 1985. However, the level of “excess power” or surplus hydro available on WAF 23 
in 1985 had no bearing on the NEB recommended 85% direct cost allocation to the Faro 24 
mine.  25 
 26 
As the mine was not operating in 1985, the NEB found (section 4.2.5 of the 1985 report) 27 
that absent Whitehorse No. 4 the then current forecast load in the WAF system could be 28 
met without Whitehorse No. 4, i.e., there was surplus hydro at normal water flows. In its 29 
review of these specific charges to the Faro mine related to the Whitehorse-Faro line, 30 
the NEB looked at (among other considerations) the costs previously assigned to the 31 
mine when it was operating (at which time, prior to Whitehorse No. 4 development there 32 
would not have been any such similar surplus hydro on the WAF system). 33 
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(f) and (g) 1 
 2 
Please see response to YUB-YEC-1-4(b) and (c). 3 
 4 
(h) 5 
 6 
The life expectancy of the Alexco load is dependent upon the expected development of 7 
other Mines and Mills in the District by Alexco, as provided for in the PPA. The life 8 
expectancy of the Initial Mine Facilities load is approximately five years – however, 9 
additional Mine Sites are expected to be developed by Alexco within this time period for 10 
milling at the Initial Mill Site such that the life expectancy of the Alexco load is beyond 11 
five years. By way of reference, the Mayo B Part 3 Application (Attachment D, page D-1) 12 
noted Alexco load as being expected to continue until Q2 2017. 13 
 14 
(i) 15 
 16 
Based on the information in Attachment B to the YEC filing regarding the Alexco PPA, 17 
approximately 39 years of depreciation would be required to fully recover the net book 18 
value of the Transmission Facilities as at the end of 2008 (ignoring any ongoing capital 19 
spending after 2008).  20 
 21 
However, to be clear, Alexco under the PPA is paying the full Capital Cost of the Mine 22 
Facilities Spurs built by YEC specifically to serve the Alexco Mine Facilities. The Capital 23 
Costs for the Initial Mine Facilities are to be fully paid shortly after execution and delivery 24 
of the Agreement1 and commissioning of the Mine Facilities Spur2.  25 
 26 
The Alexco Fixed Charge applies to the existing costs for the existing Transmission 27 
Facilities (i.e., existing the 69 KW Mayo-Keno transmission line) initially built to provide 28 
service to the UKHM mine site. This will be an ongoing charge applied to Alexco during 29 
the period when it receives service under Rate Schedule 39, and for the period under 30 
which the Mayo-Keno line is in service and required to be maintained to provide service 31 
to the Mine Facilities.  32 
                                                 
1 The first YEC invoice for 50% of the estimated Capital Costs (as set out in this section) relating to the Initial Mine 
Facilities Spurs and negotiation of the PPA is to be provided within 30 days of execution and delivery of the Agreement. 
2 The second and final YEC invoice for Capital Costs for the Initial Mine Facilities Spurs is to be provided by YEC to 
Alexco within 30 days of YEC’s notice that the Initial Mine Facilities Spurs are commissioned and available to provide Grid 
Electricity to the Initial Mine Facilities pursuant to the Agreement. 
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(k) 1 
 2 
The Minto PPA as finally approved by the YUB was used as a template for the Alexco 3 
PPA; however the Alexco PPA is considerately simplified compared to the Minto PPA 4 
due to this different circumstances surrounding the negotiation of the respective 5 
Agreements and provision of service to each of the Mines. Material similarities and 6 
differences between the Alexco PPA and Minto Mine PPA as approved include:  7 
 8 

• Both PPAs apply the same Firm Mine Rate – The same firm mine rate applies 9 
to both customers with the only variation being the Fixed Charge applied to 10 
Alexco (see (c) above regarding why no similar charge was included in the Minto 11 
Mine PPA with regard to existing transmission; under the Minto Mine PPA, the 12 
Fixed Charge addresses ongoing payments required for monthly Capital Cost 13 
Contributions).  14 

 15 
• The Minto PPA included provision for a Low Grade Ore Processing 16 

Secondary Energy Rate that is not referenced in the Alexco PPA – This rate 17 
schedule cannot be implemented until audit and control measures and reporting 18 
requirements are established between YEC and Minto, and filed with the Board 19 
for approval. No similar rate is proposed for Alexco.  20 

 21 
• Capital Cost Contribution: 22 

- Principles for Contribution – The Alexco PPA Application letter dated 23 
September 28, 2010, notes that the principles underlying the Alexco 24 
Capital Cost Contribution are based on the principles and precedents 25 
applied with regard to the Minto PPA and endorsed by the YUB in Order 26 
2007-5. See pages 5-6 of the Application for description of the principles 27 
underlying the Capital Cost Contribution. 28 

o As was the case for the Minto Spur, Alexco is paying the full 29 
Capital Cost of Mine Facilities Spurs built specifically to provide 30 
service to the mine. 31 

o There is no new bulk transmission required to be developed to 32 
serve the Alexco mine site (unlike the case for Minto which 33 
included CSTP Stage 1). The relevant bulk transmission facilities 34 
providing service to Alexco are the existing Mayo-Keno line (and 35 
not the CSTP). In the case of the Mayo-Keno line, Alexco is being 36 
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assessed a Fixed Charge as described in pages 3-4 of the Alexco 1 
Application letter.  2 

- Loan Arrangement and Security provision – The Minto PPA included 3 
more complex arrangements based largely on the fact that Yukon Energy 4 
was under the PPA loaning Minto the funds to invest in the CSTP Stage 1 5 
Line and Minto Spur line, and Minto was to repay these funds over a 7 6 
year period; YEC was also incurring potential net costs for CSTP Stage 1 7 
development in the case of the Minto mine, and sought security and 8 
minimum annual payments to offset risks related to such costs. Related 9 
provisions included in the Minto PPA but not included in the Alexco PPA 10 
include the following:  11 

o Take or Pay Provisions – Minto has made a Minimum Take-or-12 
Pay Amount commitment to pay at least $12 million for Grid 13 
Electricity during the first four years of YEC service, subject to 14 
certain provisions in Section 6.3 of the PPA. Absent a loan 15 
provision in the Alexco PPA, similar provisions were not included. 16 

o YEC Security – The specific risks related to the Minto PPA 17 
required that YEC ensure Minto had acceptable security for the 18 
payment of the Capital Cost Contribution, the Minto Power Bills, 19 
the Minimum Take-or-Pay Amount, the Decommissioning Cost 20 
Payment, and certain other obligations. YEC was required to 21 
conduct comprehensive due diligence with regard to the YEC 22 
Security, Minto and the Mine. The same level of risk is not present 23 
with regard to the YEC cost undertakings with regard to the 24 
Alexco PPA, and therefore no specific security for YEC was 25 
required of Alexco.  26 

o Purchase of Minto Diesel Units – Upon commencement of 27 
delivery under the Minto mine PPA, YEC was to acquire (subject 28 
to various conditions that have not been met to date) four 1.6 MW 29 
trailer mounted Diesel Units from Minto which will help to provide 30 
added security and also provide opportunities to minimize WAF 31 
system costs under certain circumstances. No similar provisions 32 
are included in the Alexco PPA. 33 

 34 
With regard to the Alexco PPA, there are no loan provisions and the mine is paying full 35 
capital costs for the Initial Mine Facilities Spurs shortly after commissioning.  36 
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• Decommissioning Costs – As noted at page 7-8 of the Alexco PPA Application 1 
letter (dated September 28, 2010), the Alexco Decommissioning Cost 2 
arrangements are based on the provisions provided in the Minto PPA with 3 
provision for YEC to establish an Accrued Decommissioning Fund account. 4 
Similar to Minto, Alexco will make Decommissioning Cost Payments (based on 5 
the Estimated Decommissioning Costs) towards this account to be deposited into 6 
the account by YEC upon payment and invested at 6.5% interest per annum to 7 
fund YEC’s regulated rate base during the Term under Part 11 of the Alexco 8 
PPA. The Estimated Decommissioning Costs to be paid to YEC by Alexco and 9 
invested by YEC will for any Mine Facilities Spur (or part thereof) be an amount 10 
equal to 25% of the Capital Costs incurred by YEC for that Mine Facilities Spur 11 
(or part thereof) [see section 1.1(x)]. 12 
 13 

• Other provisions in the Alexco PPA are generally included in the Minto 14 
Mine PPA as approved by the Board – Aside from differences related to the 15 
size and number of mine/mill sites, related differences in the facilities to be 16 
provided by YEC versus the mine customer, the other provisions (beyond those 17 
reviewed above) in the Alexco PPA are generally included in the Minto Mine PPA 18 
as approved by the Board, including provisions affecting annual load forecasts to 19 
be provided, Maximum Electric Demand increases, standards for usage of 20 
electricity, ESRs, billing/payment, metering, force  majeure, representations and 21 
warranties, default, dispute resolution, indemnity, assignment, confidentiality, and 22 
general provisions. 23 
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TOPIC:  Alexco Standards for Usage of Electricity 1 
 2 
REFERENCE:   Requested Approvals Application, Section 4.6 of the PPA 3 
 4 
PREAMBLE: 5 
 6 
YECL is seeking understanding of the technical requirements and standards for usage. 7 
 8 
QUESTION: 9 
 10 

a) Please define “a reasonable operating range” for Power Factor – for example, 11 
what is the low end? What is the high end? 12 
 13 

b) Please define “unacceptable fluctuations of YEC’s electrical system.” 14 
 15 

c) Please provide a copy of YEC’s “reasonable standards of operation.” 16 
 17 

d) Please provide details of any curtailment of load rules placed on Alexco if the 18 
mine is causing system stability or power quality issues. 19 
 20 

e) Please explain a circumstance in which YEC might consider ‘endangering’ its 21 
plant, or equipment, or electrical system for Alexco’s operation, as set out in 22 
Section 4.6 of the PPA. 23 

 24 
ANSWER: 25 
 26 
(a) 27 
 28 
A reasonable operating range for power factor would be considered between 0.85 and 29 
1.0. 30 
 31 
(b) 32 
 33 
This is accordance with the CSA CAN3-C235-83 standard. 34 
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(c) 1 
 2 
Please see the attached Alexco Operating Agreement provided as Attachment 1 to this 3 
response. 4 
 5 
(d) 6 
 7 
Please see the operating agreement provided as Attachment 1 to this response. Alexco 8 
is limited to 150 kW load pickup without prior notification to YEC. 9 
 10 
(e) 11 
 12 
However, it is noted that Section 4.6 is focused generally on ensuring that Alexco does 13 
not operate its equipment or cause unacceptable fluctuations of YEC’s electrical system 14 
so as to endanger any of YEC’s plant or equipment. This includes provision for YEC to 15 
provide notice to Alexco requiring the mine to remedy situations where Alexco fails to 16 
comply with requirements or standards of operation. If Alexco fails to comply with section 17 
4.6 after such notice from YEC, then YEC may suspend supply of Grid Electricity and 18 
suspend service until the situation is remedied. Alexco may provide notice that it wishes 19 
YEC to operate any such equipment endangering YEC’s plant or equipment or electrical 20 
system at Alexco’s sole cost and expense. YEC will provide notice to Alexco as to 21 
whether it will operate such equipment – but in such case Alexco will indemnify and save 22 
harmless YEC against any costs, damages or losses associated with such operations. 23 
YEC is not aware of a specific circumstance where it might so agree to operate such 24 
equipment. Depending on the specific circumstances, and based on discussion with 25 
Alexco, YEC may allow a potentially endangering event if there were mitigative 26 
measures available that could be undertaken at no cost or at the customer’s cost that 27 
would reduce to an acceptable level  or eliminate any “endangering” activity.  28 
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TOPIC:  Fixed Monthly Charge 1 
 2 
REFERENCE:   Attachment B – YEC Annual Transmission Facilities Costs 3 
 4 
PREAMBLE: 5 
 6 
YECL is seeking clarification how the fixed monthly charge is determined. 7 
 8 
QUESTION: 9 

 10 
a) Please provide additional details on how the fixed charge of $7,289 per month 11 

was calculated and what costs were included in the calculation of the embedded 12 
transmission facilities. Please provide schedules that support the amounts set 13 
out in Attachment B. 14 
 15 

ANSWER: 16 
 17 
(a) 18 
 19 
Please see response to YUB-YEC-1-3(b).  20 
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TOPIC:  Diesel on the Margin 1 
 2 
REFERENCE:   Section 4.5 of the PPA 3 
 4 
PREAMBLE: 5 
 6 
YECL is seeking understanding of the impact to Yukon ratepayers when load is added to 7 
the electric system that may result in diesel on the margin. 8 
 9 
QUESTION: 10 

 11 
a) When does YEC expect the transmission facilities serving Alexco to be 12 

integrated with the Whitehorse-Aishihik-Faro (WAF) electric system? 13 
 14 

b) Under the scenario that would see the Alexco load integrated with the WAF 15 
system, please explain whether or not YEC would forecast diesel on the margin 16 
to occur. 17 
 18 

c) If diesel on the margin were to occur as a result of the Alexco load, please 19 
explain in detail how YEC would recover its incurred costs associated with the 20 
diesel on the margin under the following scenarios: 21 

(i) The additional sales were not forecasted in a recent approved Phase I as 22 
part of the overall purchase power forecast; and  23 

(ii) The additional sales were forecasted in a recent approved Phase I as part 24 
of the overall purchase power forecast. 25 

 26 
As part of the explanation, please describe how YEC would recover its diesel on 27 
the margin costs from the industrial customer and from YECL? 28 
 29 

 30 
ANSWER: 31 
 32 
(a) 33 
 34 
The Mayo Dawson and WAF grids are expected to be interconnected by May 2011. 35 
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(b) 1 
 2 
Alexco’s load is forecast to require diesel on the margin on the Mayo Dawson grid during 3 
the current 2010/2011 winter period. 4 
 5 
By May 2011 there will be one integrated system. Yukon Energy’s Mayo B Part 3 6 
Application indicated that material baseload diesel generation would likely be required 7 
for the integrated grid in the 2012-2017 period (see Figure 2 from the Mayo B Part 3 8 
Application showing the overall integrated grid forecast generation). With regard to 9 
YEC’s forecast of diesel on the margin on WAF prior to that time period, please also see 10 
the response to YUB-YEC/YECL-1-15 provided in the recent Phase II Rate Application.1 11 
In summary, depending on actual grid system loads as well as actual water flow 12 
availability, diesel may or may not be required to service additional baseload on the 13 
integrated grid after the two grids are connected in May 2011.  14 
 15 
(c) 16 
 17 
In Yukon Energy’s view, this question goes well beyond the scope of the current PPA 18 
Application and in essence seeks to review under various scenarios how YEC would 19 
recover its incurred costs when diesel is “on the margin”. As noted above, this event will 20 
not occur solely due to connection of the Alexco load – and thus is not related to this 21 
PPA Application as such. 22 
 23 
In simple terms, Yukon Energy will review on an ongoing basis the measures needed to 24 
recover its costs, including proceeding with new Phase 1 application where this is 25 
required to address the forecast loads and costs. 26 

                                                 
1 For the 2009 test year on WAF, the referenced IR response noted that the methods used to prepare the diesel 
generation forecasts in the Mayo B Part 3 Application can similarly be applied. These system models look at the possible 
flow conditions that can arise on the hydro systems, and indicate that at the 2009 GRA approved load levels 
(approximately 325 GW.h YEC WAF hydro generation), no diesel would be required in 90% of cases (the wetter years on 
record), while in the remaining 10% of cases between 25 and 50 GW.h of diesel could be required (i.e., in the driest years 
that would be expected to arise). Over a long-term average, a load that required 325 GW.h of YEC baseload dispatchable 
generation (i.e., net of Fish Lake and wind generation) would be supplied by an average of approximately 321 GW.h of 
hydro and 4 GW.h of diesel.   
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As noted by Yukon Energy during the recent Phase II Rate Application hearing, utilities 1 
are normally at risk for their respective load forecasts. Yukon Energy serves industrial 2 
loads that interconnect with the grid and is at risk if such loads exceed approved 3 
forecasts and drive increased diesel generation costs. As also noted in that same 4 
hearing, in the event that diesel is forecast to be on the margin, YEC has the option in 5 
this regard to apply to the Board to implement the Base Load Energy rate provisions of 6 
Rate Schedule 39 in order to address this risk as regards existing Major Industrial 7 
Customer loads – however, this measure by itself cannot address the impact of new 8 
industrial customer loads as regards diesel generation requirements.  9 
 10 
With regard to wholesale loads – the ERA in Wholesale Rate Schedule 42 only applies 11 
where diesel is on the margin and where YECL’s retail loads on WAF exceed approved 12 
forecasts. As long as YECL’s load remains at levels forecast and approved at the last 13 
GRA, or diesel is not on the margin for the integrated grid, the ERA will not be triggered.  14 
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TOPIC:  Totalized Metering 1 
 2 
REFERENCE:   Alexco PPA, Section 6-1, Attachment A-19 3 
 4 
PREAMBLE: 5 
 6 
Tab 5 of the Yukon Energy and Yukon Electrical 2009 Phase II Rate Application sets out 7 
proposed adjusted Terms and Conditions of Service wherein section 7.7 would allow 8 
such totalized metering where (as in this PPA) it is specified in a contract. YEC notes 9 
that under the current ESRs, section 4.7 would not permit totalized metering in this 10 
instance as the Points of Delivery are not located within a radius of a half a mile of each 11 
other – and therefore, until such time as the current ESRs are modified to so permit this 12 
totalized metering, YUB approval is being sought to proceed with the above provision as 13 
stated in section 6.1 of the PPA. If permitted by the ESRs or YUB, the Electric Demand 14 
and Electric Energy at the Points of Delivery will be totaled and only one bill will be 15 
issued for such Points of Delivery. 16 
 17 
QUESTION: 18 
 19 

a) Please provide sample bill calculations for typical Alexco demand and energy 20 
consumption that compare and contrast the expected rate revenues for (i) 21 
totalized metering under one bill and (ii) individual bills by each point of delivery. 22 
Please provide all relevant billing determinants and assumptions. 23 
 24 

b) Given that the current ESRs, section 4.7 do not permit totalized metering and 25 
YEC is requesting totalized metering for this customer in advance of YUB review 26 
and approval of section 7.7, Terms and Conditions of the Energy and Yukon 27 
Electrical 2009 Phase II Rate Application, what treatment is proposed by YEC if 28 
section 7.7 of the ESRs is not approved by the YUB? Would Alexco be 29 
responsible to reimburse other customers in this rate class for the difference in 30 
rate revenues that result from totalized metering vs. individual bills for points of 31 
delivery effective from the commercial date of operation? 32 
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ANSWER: 1 
 2 
(a) 3 
 4 
Please see Table 1 below which provides Sample Monthly Bill Calculation. See 5 
response to LE-YEC-1-5 for review of assumptions for determining a total bill. 6 
 7 

 8 
 9 
(b) 10 
 11 
YEC is seeking approval of the Board for the totalized metering provision of the PPA in 12 
the event that the YUB chose not to approve, or delays approval of, Section 7.7 of the 13 
Terms and Conditions, i.e., no such approval would be needed if Section 7.7 of the 14 
Terms and Conditions is approved. YEC is seeking approval of the totalized metering 15 
provision of the PPA on the grounds that the ½ mile radius criteria in the ESR (T&C) is a 16 
guideline that acknowledges the inter-dependency of two points of service contributing 17 

Table 1 ‐ Sample Monthly Bill Calculation
One Bill for all Points 
of Delivery

Inital Mine Initial Mill Total Alexco Bill Initial Mine Facilities

Energy kWh 396,600              346,500                   743,100                          
Demand kVA 870                      1,330                        2,200                               

Energy Revenues $0.076/kWh 30,142$              26,334$                   56,476$                   56,476$                          
Demand Revenues $15/kVA 13,050$              19,950$                   33,000$                   33,000$                          

Fixed Charge $7,289 per month 7,289$                7,289$                      14,578$                   7,289$                            

Energy & Demand & Fixed Charges 50,481$              53,573$                   104,054$                 96,765$                          

Rider F ‐ Fixed $0.00211 / kWh 837$                    731$                         1,568$                      1,568$                            
Rider F ‐ Variable $(0.0009) / kWh (357)$                  (312)$                        (669)$                        (669)$                              

Total Chargres (before GST) 50,960$              53,992$                   104,953$                 97,664$                          

Assumptions:
a) Demand readings are not totalized to determine the overall maximum peak over 15 minute periods (or. alternatively, 
it is assumed that all Points of Delivery show peak demand at the same time).
b) Rider F rates as at Nov 2010

Separate Bills for each Point of Delivery
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towards the existence of one mining operation. YEC also seeks approval to ensure, in 1 
any event, that only one Fixed Charge amount of $7,289 (or any other such amount as 2 
approved by the Board) is billed per month to Alexco, regardless of the number of Points 3 
of Delivery. 4 
 5 
As reviewed in response to LE-YEC-1-5, at the outset the parties only contemplated 6 
totaling the energy and demand charges onto one bill so there would not be any 7 
difference in charges with regard to these amounts. However, in the event that YEC and 8 
Alexco were to proceed towards totalized billing based on the overall 15 minute 9 
maximum billing demand, then the demand charge would likely be lower than would 10 
otherwise occur (there is no meaningful basis at present to assess what this impact 11 
might be in practice).  12 
 13 
The rationale for having one total bill is to ensure a fair and reasonable Fixed Charge 14 
and to provide the opportunity for Alexco to manage its overall demand during peak 15 
winter months so as to minimize its overall maximum load on the grid. Accordingly, 16 
Alexco would not be responsible to reimburse other customers in this rate class for any 17 
difference in rate revenues that result from totalized metering vs. individual bills. 18 
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REFERENCE:   Alexco PPA, Application, Requested Approvals 1 
 2 
PREAMBLE: 3 
 4 
YEC indicates that “Each time that a Major Industrial Customer proposes to commence 5 
for the first time to receive Grid Electricity from the Transmission Facilities as defined in 6 
the PPA, the Alexco PPA (section 6.7) requires YEC to determine on a reasonable basis 7 
a proposed amended Fixed Charge applicable to Alexco reflecting an allocation of costs 8 
relating to the Transmission Facilities among the new Major Industrial Customers, 9 
Alexco and all other Major Industrial Customers receiving Grid Electricity from the 10 
Transmission Facilities.” 11 
 12 
QUESTION: 13 
 14 

a) Please describe the proposed methodology for adjusting the Fixed Charge. 15 
 16 

b) Please provide a sample calculation that shows a proposed amended Fixed 17 
Charge if another Major Industrial Customer the size of Alexco were to connect 18 
to the transmission facilities. Please provide all relevant assumptions. 19 

 20 
ANSWER: 21 
 22 
(a) and (b) 23 
 24 
YEC intends to determine any amended Fixed Charge applicable to Alexco (as well as 25 
the Fixed Charge for any new Major Industrial Customer receiving Grid Electricity from 26 
the Transmission Facilities) based on the same methodology set out in the September 27 
28, 2010 letter for the Alexco PPA approvals, and specifically Attachment B to that letter, 28 
using then up to date costs for the Transmission Facilities as well as forecast loads on 29 
the Transmission Facilities. This methodology has been described in detail as well in 30 
responses to YUB-YEC-1-3(b), and the source of this data in response to YUB-YEC-1-31 
14(a). YEC’s understanding is also that any such future determinations by YEC will 32 
continue to be subject to approval of the YUB. 33 
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By way of example, if a second Major Industrial Customer with the same load as Alexco 1 
was to connect today to the Transmission Facilities in the Keno area, that customer and 2 
Alexco would each be assigned a Fixed Charge of $3,644 per month equal to one half of 3 
85% (or 42.5%) of the annual owner costs of $8,575 per month as set out in Attachment 4 
B to the September 28, 2010 letter for the Alexco PPA approvals. 5 
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REFERENCE:   Alexco PPA, Application, Page 3 1 
 2 
PREAMBLE: 3 
 4 
Based on past Yukon precedent industrial customers are required to make contributions 5 
towards existing and new transmission infrastructure built specifically to provide 6 
industrial service to their mine site. In this regard, when dealing with established 7 
transmission facilities, these customers are to be assigned annual depreciation and 8 
return costs related to such transmission facilities. 9 
 10 
QUESTION: 11 
 12 

a) Please provide and cite all previous Board decisions where this precedent was 13 
accepted. 14 
 15 

b) Please provide the detailed calculation of how the $7,289/month (Fixed Charge, 16 
Schedule A) was determined. Also, provide the calculation in electronic format, 17 
stating all assumptions. 18 
 19 

c) Does YEC believe that new/incremental industrial customers should make any 20 
contributions to generation? Please fully explain your answer. 21 

 22 
ANSWER: 23 
 24 
(a) 25 
 26 
Examples where this precedent was accepted are as follows (relevant excerpts are 27 
attached):  28 
 29 

• 1992 COS and Rate Design preceding (excerpt provided as Attachment 1) - In 30 
the 1992 COS and Rate Design Review, the Companies relied upon the rationale 31 
provided by the NEB to determine the proportion of the Faro to Whitehorse line to 32 
be assigned specifically to the industrial class (i.e., the Faro mine). (See 33 
discussion in YUB-YEC-1-4(a); YECL-YEC-1-4 and UCG-YEC-1-4). 34 
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• Order 1993-8 (excerpt provided as Attachment 2) - The Board determined that 1 
there were no changes in circumstances that warrant changes to the cost of 2 
service or rate design principles from those established in the 1992 Cost of 3 
Service hearing and that that methodology and rate design proposed by the 4 
Companies was appropriate. 5 
 6 

• Order 1996-7 (excerpt provided as Attachment 3) - The Board confirmed that this 7 
treatment conformed with practices in Canada and the assignment of 85% 8 
specifically to the industrial rate class was based on usage and not related to the 9 
vintage of the customer since in the absence of the mine load the line would not 10 
have been built (see page 4-5 of Order 1996/7). 11 
 12 

• Order 2007-5 Minto PPA hearing (excerpt provided as Attachment 4) - In 13 
Directive 9 of Order 2007-5 the Board noted it was satisfied with the quantum of 14 
the contribution paid by Minto to the CSTP as it exceeds the contribution level 15 
based on the then approved  ESR Maximum Utility Investment (MUI) model. 16 
Further, the Board noted, “that Minto will be responsible for 100% of the costs of 17 
the Mine Spur further supports this position. The Board accepts all the points 18 
brought forward by YEC in response to YUB-YEC-1-7.” At page 14 of the Order 19 
the Board specifically notes, “based on YEC response to YUB-YEC-1-7, the 20 
Board is persuaded that the approach used to calculate the portion of the CSTP 21 
that is funded by Minto is appropriate”. The method is described as follows: “in 22 
the context of the above ESR terms and conditions, the PPA in effect assigns 23 
Minto 100% of the estimated costs of the facilities needed to be constructed to 24 
serve the Mine in the event that all such facilities were to be built solely to serve 25 
the Mine at 35 kV from Carmacks to the Mine, i.e., YEC is not proposing any 26 
utility investment to be planned towards the expected costs for such an 27 
extension.” 28 

 29 
(b) 30 
 31 
The detailed calculation for the Alexco Fixed Charge of $7,289/month can be derived 32 
from Attachment B of the Application letter dated September 28, 2010. Attachment B 33 
provides the calculation of YEC’s annual Transmission Facilities fixed costs of $8,575 34 
per month; the Alexco Fixed Charge equals 85% of the Transmission Facilities  35 
calculated fixed cost per month is also provided (i.e., $8,575 * 0.85 = $7,289/month).   36 
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See Attachment 1 to this response which provides an excel sheet with the calculations in 1 
electronic format.  2 
 3 
(c) 4 
 5 
Consistent with other similar jurisdictions, under the present Yukon regulatory framework 6 
new/incremental industrial customers have not been required to make any direct 7 
contributions (outside of rate changes established for the Industrial class through normal 8 
cost of service principles) to the cost of new generation. For more detail regarding the 9 
charges applicable to Alexco specifically, and Yukon Major Industrial Customers 10 
generally, please see response to UCG-YEC-1-17(g). 11 
 12 
While there is ample precedent in other jurisdictions for requiring contributions by 13 
customers for transmission costs to connect such loads to the grid, Yukon Energy is not 14 
aware of any precedents in any other similar hydro-based rate regulated jurisdictions 15 
where such customers are required to pay contributions towards generation1. 16 

                                                 
1 Contributions to “generation” in this regard are differentiated from contributions towards added facilities specifically 
installed to maintain power quality related to impacts of a customer’s load (e.g., local operational spinning reserve that 
was required during Faro mine operation). Similarly, Yukon Energy is aware of a BC Hydro related policy (Tariff 
Supplement #6) whereby capital cost contributions to generation may be required from industrial customers with very 
large new loads (150 MVa or larger) coming on to the grid system if new local generation resources may be required (in 
addition to new transmission facilities) to ensure system stability and power quality.  
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Attachment B – YEC Annual Transmission Facilities Costs

Line # Description Cost ($)

Transmission Facilities costs as of end of 2008:
1 Total assets at cost                         1,455,125
2 Accumulated depreciation          294,939

3=1-2 Net book value at yr end              1,160,186
4 Annual depreciation                      29,723

5=3-4 Projected Net Book value at end of 2009 1,130,463
6=5-4 Projected Net Book value at end of 2010 1,100,740

7=(5+6)/2 Projected Net Value at mid yr 2010 1,115,602

8=4 Depreciation 29,723
9=7*6.56% Return at 6.56% 73,183

10=8+9 Total Annual Cost 102,906
11=10/12months Cost per month 8,576

8,576*0.85 Alexco Fixed Charge 7,289

Based on YUB approved return (debt and equity cost at 
6.56% blended) on rate base for 2009, plus 
depreciation, the annual owner costs for this line for 

Estimated Transmission Facilities costs at end of 2009 
and end of 2010, assuming no new assets:

Yukon Energy Corporation
Application for Approvals regarding the 

Alexco Power Purchase Agreement
YUB-YEC-1-3(b) Attachment 1

December 1, 2010 Page 1 of 1
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REFERENCE:   Alexco PPA, Application, Page 4 1 
 2 
PREAMBLE: 3 
 4 
The PPA Fixed Charge of $7,289/month ($87,468 per annum) assigns to Alexco 85% of 5 
YEC 2010 annual owner costs (depreciation and return) related to the defined 6 
Transmission Facilities primarily developed in the past to serve industrial customers in 7 
the District (i.e. UKHM).  8 
 9 
and 10 
 11 
The proposed 85% share as agreed in the PPA is based on NEB 1985 NCPC Report 12 
finding re: Faro mine which the YUB subsequently retained to set the fixed charge for 13 
the Faro mine under Rate Schedule 39. 14 
 15 
QUESTION: 16 
 17 

a) Please provide and cite all Board decisions where the Board specifically 18 
approved the 85% allocation of annual costs to Faro. 19 

 20 
b) What was the Faro share, at the time of annual retail load (both demand and 21 

energy)? 22 
 23 

c) What is the expected Alexco share of annual retail load (both demand and 24 
energy) of the Mayo-Dawson system? 25 
 26 

d) How does the direct cost allocation of 85% of the costs (Faro mine) reasonably 27 
reflect the mine’s share of the load on the line (approximately 96.8%)? 28 
 29 

e) On an initial forecast basis (both load and costs), of the total costs (fixed and 30 
variable), what percentage of those total costs will be captured by Alexco? 31 
 32 

f) Please list all factors that differ for the Alexco situation from those that existed at 33 
the time for Faro. 34 
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ANSWER: 1 
 2 
(a) 3 
 4 
The original justification of the 85% direct cost allocation to the Faro Mine was provided 5 
in the 1985 NEB Report in relation to the CAMC mine. See response to UCG-YEC-1-4 6 
for a copy of Chapter 7 of this Report where this matter was addressed in section 7 
7.3.4.2. The response to UCG-YEC-1-4(d) provides the NEB’s rationale for the cost 8 
allocation to the CAMC mine. 9 
 10 
Previous YUB decisions where this precedent was accepted are reviewed in response to 11 
YUB-YEC-1-3(a), which also provides the relevant excerpts. In summary, these 12 
precedents are as follows:  13 
 14 

• 1992 Report on Cost of Service and Rate Design - In the 1992 COS and Rate 15 
Design Review, the Companies relied upon the rationale provided by the NEB to 16 
determine the proportion of this asset to be assigned specifically to the industrial 17 
class (i.e., the Faro mine). It was noted during the 1992 COS and Rate Design 18 
review that “inasmuch as the Whitehorse/Faro transmission line was constructed 19 
specifically for the purpose of servicing the Faro mine operated by Cyprus Anvil, 20 
a substantial portion of the cost of the line should be allocated to the industrial 21 
class” (at page 26). At page 29 of the Report the Board recommended that the 22 
appropriate method of allocating transmission costs is to specifically assign 85% 23 
of the costs of the Whitehorse/Faro line to Curragh, and to allocate all remaining 24 
transmission costs to all customer classes including Curragh, on the basis of 25 
demand at the time of system peak.  26 

 27 
• Order 1993-8 - The Board determined that there were no changes in 28 

circumstances that warrant changes to the cost of service or rate design 29 
principles from those established in the 1992 Cost of Service hearing and that 30 
that methodology and rate design proposed by the Companies was appropriate. 31 
 32 

• Order 1996-7 - In 1996/97 GRA, the then current Faro mine owner (Anvil Range 33 
Mining or ARM) argued that as a new company, it should not be subject to the 34 
specific cost allocations applied in the past, noting the transmission line was not 35 
designed specifically for ARM, is fully depreciated and the rate level should 36 
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therefore reflect the current cost of the line. The Companies at that time argued 1 
that the vintage of the customer was irrelevant to the COSS and that there were 2 
no changes in circumstances to justify a review or revision of the methodology 3 
from that established in the 1992 Report. The Board in 1996 agreed that this 4 
allocation conforms to similar practices in Canada and the assignment of 85% 5 
specifically to the industrial rate class was based on usage and not related to the 6 
vintage of the customer since in the absence of the mine load the line would not 7 
have been built (see page 4-5 of Order 1996/7). 8 

 9 
(b) and (c) 10 
 11 
As reviewed in the recent 2009 Phase II hearing, in relation to the 1996/97 COS it was 12 
noted that the Faro Mine was approximately 43% of the energy on the overall Yukon 13 
system and 29.99% of demand on the overall Yukon system. Such shares had no 14 
bearing on the NEB report recommendation in 1985 regarding fixed transmission charge 15 
allocation to the Faro mine, i.e., that recommendation was based on the Faro mine 16 
share of the load on the relevant transmission segment (from Whitehorse to Faro) for 17 
which the fixed costs were being allocated to the Faro mine. 18 
 19 
Based on Mayo Dawson approved forecast loads for 2009 (see Tab 2 of YEC 2008/2009 20 
GRA) and Alexco loads per the PPA, the Alexco loads are expected to approximate one 21 
third of the Mayo Dawson system energy sales and demand. Such shares had no 22 
bearing on the PPA determination of the Alexco Fixed Charge i.e., that charge was 23 
determined as set out in Attachment B to the PPA Application, and as reviewed in 24 
response to YUB-YEC-3(b), based on the Alexco share of the load on the relevant 25 
transmission segment (from Mayo to Keno) for which the fixed costs were being 26 
allocated to the Alexco facilities.  27 
 28 
(d) 29 
 30 
Page 4 of the September 28, 2010 Application letter notes the proposed 85% share was 31 
agreed to between YEC and Alexco as a fair allocation of annual costs of the line to the 32 
industrial customer based on past Yukon precedent established for the treatment of Faro 33 
mine.34 
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For the Faro mine, the NEB noted in its report in 1985 that the mine’s share of the line 1 
annual costs prior to 1985 (in 1983/84) had approximated 96.8%, which was understood 2 
to reflect the mine’s share of load on the line. After considering this information, the NEB 3 
recommended that 85% of the annual cost be assigned specifically to the Faro Mine and 4 
that the remaining 15% be rolled in with the pooled costs to be allocated to all customer 5 
classes (including industrial) based on their respective demands, i.e., the NEB noted that 6 
“The 85% figure for CAMC [the Faro Mine] reflects the fact that, under this arrangement, 7 
CAMC would also be assigned its share of the pooled costs.”  8 
 9 

Alexco’s estimated share of the load on the Mayo-Keno line is 98%, which for all 10 
practical purposes appears to reflect the Faro Mine actual share of the Whitehorse Faro 11 
line load in 1983/84. However, as in the Faro Mine case reviewed by the NEB in 1985, it 12 
is understood that under any future COS determination the Alexco mine would also be 13 
assigned its share of the pooled costs.  14 
 15 
(e) 16 
 17 
The proposed Fixed Charge sets out the share of forecast fixed costs for the specified 18 
transmission facilities that Alexco would pay (i.e., 85%). YEC does not have a similar 19 
forecast of variable costs for this line segment - and, based on the earlier Faro Mine 20 
precedent, it would not be appropriate to include variable costs in this Fixed Charge. 21 
 22 
(f) 23 
 24 
Please see response to YECL-YEC-1-4(d) and (j). Unlike the circumstances surrounding 25 
the Whitehorse to Faro line built to service CAMC in 1969, there is no related agreement 26 
between Alexco and the Government of Canada or any other government - however, in 27 
Alexco’s case, there is a specific agreement on this matter between the utility and 28 
Alexco, as well as the history of the relevant line having been built in the past specifically 29 
to supply mine activities in the Keno district. At the time of the NEB review leading to 30 
its1985 report the Faro mine in fact was closed - in contrast, today the Alexco mine and 31 
mill are operating.  32 
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REFERENCE:   Alexco PPA, Application, Page 5 1 
 2 
PREAMBLE: 3 
 4 
Under the Alexco PPA Capital Costs are to be paid by Alexco for all Mine Facilities 5 
Spurs that YEC agrees to develop to provide grid service to the Mine Facilities as well as 6 
for YEC’s costs to negotiate and conclude the PPA (and such costs are to be fully paid 7 
shortly after Commencement of Delivery to the relevant Mine Facilities). 8 
 9 
QUESTION: 10 
 11 

a) Have the Capital Costs been paid by Alexco since the Commencement of 12 
Delivery was expected to occur in October 2010? 13 

 14 
b) If the Capital Costs have not been paid as of the date of the responses to these 15 

information requests, who is responsible for the working capital costs of the Mine 16 
Facilities Spurs until such time as the Capital Costs are paid? 17 

 18 
ANSWER: 19 
 20 
(a) 21 
 22 
YEC has invoiced Alexco for 50% of the estimated Capital Costs as provided for in 23 
Section 5.1 of the PPA, and this invoice was paid by Alexco according to the PPA 24 
stipulated terms. During December YEC will finalize the Capital Costs and invoice 25 
Alexco for the remaining portion. See also response to LE-YEC-1-4(a) and (b). 26 
 27 
(b) 28 
 29 
As part of its internal accounting processes, YEC charges AFUDC (Allowance for Funds 30 
Used During Construction) towards all open work orders, and this charge will become 31 
part of the final Capital Cost to be paid by Alexco. 32 



 



 Yukon Energy Corporation 
 Application for Approvals regarding the 
 Alexco Power Purchase Agreement 
 YUB-YEC-1-6 
  

December 1, 2010  Page 1 of 1 

REFERENCE: Definition of Costs to be Paid by Alexco [Section 1.1(j)], 1 
Attachment A-6 2 

 3 
QUESTION: 4 
 5 

a) Do the costs and expenses reasonably incurred to conclude the PPA with Alexco 6 
include all the costs associated with this regulatory proceeding? 7 

 8 
b) Are the costs referred to in (a) above to be included at the Board scale of costs? 9 

 10 
ANSWER: 11 
 12 
(a) and (b) 13 
 14 
No. Costs for regulatory review of the PPA are considered regulatory costs of Yukon 15 
Energy. YEC will apply for Board approval of costs for the preparation and review of the 16 
PPA Application as part of the costs awards process for the current proceeding. As 17 
such, these costs will be subject to the Board scale of costs. 18 
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REFERENCE: Schedule of Payment of Capital Costs by Alexco [Part 5, 1 
Section 5.1(a-d)], Attachments A-18 and A-19 2 

 3 
QUESTION: 4 
 5 

a) Do the costs defined in Part 5, section 5.1(a-d) include a working capital 6 
component? 7 

 8 
ANSWER: 9 
 10 
(a) 11 
 12 
Yes, as part of its internal accounting processes YEC charges AFUDC (Allowance for 13 
Funds Used During Construction) towards all open work orders, and these costs will 14 
become part of the final Capital Cost to be paid by Alexco. 15 
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REFERENCE: Alexco PPA, Application, Page 7 – Payments for Future 1 
Decommissioning Costs for the Mine Facilities Spurs 2 

 3 
PREAMBLE: 4 
 5 
Alexco will make Decommissioning Cost Payments (based on the Estimated 6 
Decommissioning Costs) towards this account to be deposited into the account by YEC 7 
upon payment and invested at 6.5% interest per annum to fund YEC’s regulated rate 8 
base during the Term under Part 11. 9 
 10 
QUESTION: 11 
 12 

a) Does YEC see this investment as an equity component or a debt component in 13 
its capital structure? 14 

 15 
ANSWER: 16 
 17 
(a) 18 
 19 
This investment is treated as an offset to rate base thus can be considered 60% debt 20 
and 40% equity (assuming that this capital structure continues to apply to YEC). In 21 
practice, such payments would reduce the rate base amount otherwise funded by debt 22 
and equity. 23 



 



 Yukon Energy Corporation 
 Application for Approvals regarding the 
 Alexco Power Purchase Agreement 
 YUB-YEC-1-9 
  

December 1, 2010  Page 1 of 1 

REFERENCE: Alexco PPA, Attachment A-7, Section 1.1(m) Commercial 1 
Operation Date 2 

 3 
QUESTION: 4 
 5 

a) What is the Commercial Operation Date? 6 
 7 
ANSWER: 8 
 9 
(a) 10 
 11 
The Commercial Operation Date for the Initial Mine Facilities (i.e., the first date on which 12 
Alexco actually received Grid Electricity from YEC for a combined Electric Demand at 13 
the Points of Delivery in excess of 1,000 kW) is November 1, 2010.  14 
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REFERENCE: Alexco PPA, Attachment A-7, Section 1.1(o) 1 
Decommissioning Costs 2 

 3 
QUESTION: 4 
 5 

a) Do Decommissioning Costs include costs with respect to the inspection of the 6 
restored sites and any related regulatory costs? 7 

 8 
ANSWER: 9 
 10 
(a) 11 
 12 
Yes, Decommissioning Costs include all YEC costs reasonably required to remove such 13 
parts of the Mine Facilities Spurs to be decommissioned after a Mine Facilities Shut 14 
Down Date as YEC may at that time require to be decommissioned, including all such 15 
costs associated with removal of all equipment, salvage, site restoration, monitoring, and 16 
inspection of the restored sites and all directly related regulatory costs. 17 
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REFERENCE: Alexco PPA, Attachment A-10, Section 1.1(mm) Interest 1 
 2 
QUESTION: 3 
 4 

a) Please provide an example of the documentation used to determine the interest 5 
rate as defined in (mm) of 1.1 Definitions in Part 1 Definitions and Interpretation. 6 

 7 
ANSWER: 8 
 9 
(a) 10 
 11 
YEC has not issued external debt for some time. As such, in recent YEC experience the 12 
interest rate has been based on what YEC could secure from TD Canada Trust. 13 
Documentation in this regard relates to discussion and email correspondence. 14 
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REFERENCE: Alexco PPA, Attachment A-14, Section 3.3 Initial Activities — 1 
Initial Mine Facilities 2 

 3 
QUESTION: 4 
 5 

a) Please confirm the dates for the commissioning of the Initial Mine Facilities. 6 
 7 
ANSWER: 8 
 9 
(a) 10 
 11 
The PPA does not provide for notification to YEC by Alexco as to any “commissioning 12 
dates” for the Initial Mine Facilities. Under section 3.3 of the PPA, provision is made for 13 
Alexco to provide written notice to YEC of the Mine Facilities Operation Date (i.e., the 14 
date on which Alexco wishes the commercial operation for that Mine Facility to occur) for 15 
the Initial Mine Site and for the Initial Mill Site. Although written notice was not 16 
necessarily provided, YEC understood from Alexco that the Mine Facilities Operation 17 
Date for both the Initial Mine Site and the Initial Mill Site had occurred by November 1, 18 
2010, even though commercial operation of the Mill was to occur November 3rd.  19 
 20 
As regards the commencement of delivery of Grid Electricity by YEC, the Initial Mill Site 21 
started to receive Grid Electricity on October 6, 2010.  22 
 23 
The Initial Mine Site has been an existing Point of Delivery long before the PPA and did 24 
not require commissioning related to the PPA. 25 
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REFERENCE: Alexco PPA, Attachment A-21, Section 7.2 Metering — 1 
Testing 2 

 3 
PREAMBLE: 4 
 5 
If a meter is found not to be functioning within the prescribed limit of error, the Electricity 6 
purchased will be determined under the Act. 7 
 8 
QUESTION: 9 
 10 

a) Please provide further explanation to the above statement and support it with a 11 
numerical example. 12 

 13 
ANSWER: 14 
 15 
(a) 16 
 17 
The provisions of section 7.2 provide for testing of meters, and the referenced sentence 18 
addresses what will occur in the event that such tests determine that a meter is not 19 
functioning within the prescribed limit of error.  20 
 21 
Under standard Yukon Energy procedures, if a meter was found to be reading low 22 
resulting with a lower bill, then the utility would first identify the error to the customer and 23 
attempt to reach an agreement with the customer to remedy the error. If the two parties 24 
are unable to agree, then either party can register a complaint with Measurement 25 
Canada who will inspect the meter in dispute and confirm its accuracy. Both parties are 26 
informed of their findings. In either event, regardless as to whether the error reduced or 27 
increased the bill, the customer’s bill will be adjusted back to the time when the error can 28 
be reasonably estimated. When the initial start of the error cannot be estimated, then the 29 
start to the error is deemed to be three months before the meter test or the installation 30 
date of the meter, whichever occurred later. 31 
 32 
As an example, if the meter was reading 5% low for three months for both demand and 33 
energy, then the three previous months’ bill would be reviewed and adjusted. The 34 
monthly energy amount would be increased by 5%, the monthly metered demand would 35 
be increased by 5% and the bill would be recalculated. There would be an adjustment 36 
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identified for the energy portion of the bills and there may be an adjustment made for the 1 
demand charges, if the corrected demand exceeded the existing billing demand for 2 
those months. The customers would be required to pay the difference in the three 3 
months previous bill and the corrected bill. 4 
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REFERENCE: Alexco PPA, Attachment B-1 — YEC Annual Transmission 1 
Facilities Costs 2 

 3 
QUESTION: 4 
 5 

a) Please provide the source for the actual 2008 transmission costs and the 6 
estimated transmission costs to the end of 2009 and 2010. 7 

 8 
b) Please reconcile the transmission costs amounts to the amounts approved in 9 

YEC’s 2008-2009 GRA. 10 
 11 

c) Will Alexco derive any benefits from the completion of the second stage of the 12 
Carmacks-Stewart Transmission Project (CSTP)? 13 
 14 

d) If so, should any residual costs of the CSTP Stage 2 be included I the fixed costs 15 
under this PPA? 16 

 17 
ANSWER: 18 
 19 
(a) and (b) 20 
 21 
The source data for the YEC Annual Transmission Facilities Costs was the Actuals for 22 
2008. Data to this type and detail is not included in GRA filings. The data relied upon is 23 
provided as Attachment 1 to this response.  24 
 25 
(c) and (d) 26 
 27 
No. Alexco is not deriving direct benefits from completion of CSTP Stage 2. Alexco is 28 
commencing service as an industrial customer prior to completion of this line and 29 
interconnection of the grids, and is being served through the existing 69 kV Mayo-Keno 30 
line via a Mine Facilities Spur that the mine is fully funding.  31 
 32 
The CSTP Stage 2 line is expected to be fully funded by Federal and YDC contribution 33 
payments. Benefits will occur for ratepayers through reduction in YEC diesel generation 34 
costs otherwise required without connection of the two existing grids.  35 



 



Asset # GL Code Gl Desripton Amount Dec 31, 2008
Ending Accum. Dep 

2008 rate
Annual 
Deprec

290 20.140006.300 Poles and fixtures 328,856.38                                 94,189.86                             2.00 6,577.13        
803 20.140006.300 Poles and fixtures 24,028.74                                   4,182.51                               2.00 480.57           
1074 20.140006.300 Poles and fixtures 28,519.52                                   4,162.32                               2.00 570.39           
1165 20.140006.300 Poles and fixtures 209,170.07                                 29,074.76                             2.00 4,183.40        
1674 20.140006.300 Poles and fixtures 123,673.73                                 11,724.79                             2.00 2,473.47        
4461 20.140006.300 Poles and fixtures 75,021.60                                   3,376.09                               2.00 1,500.43        
7399 20.140006.300 Poles and fixtures 43,044.24                                   ‐                                         2.00 860.88            Asset was added at 12/31/2008
7430 20.140006.300 Poles and fixtures 19,754.56                                   ‐                                         2.00 395.09            Asset was added at 12/31/2008
7370 20.140009.605 Communication Equipment 20,677.62                                   ‐                                         5.00 1,033.88         Asset was added at 12/31/2008
291 20.140006.402 Overhead Conductors/Poles 241,985.37                                 88,814.62                             2.00 4,839.71        
804 20.140006.402 Overhead Conductors/Poles 287,160.90                                 50,920.60                             2.00 5,743.22        
879 20.140006.402 Overhead Conductors/Poles 53,231.89                                   8,493.21                               2.00 1,064.64        

Total Plant In Service 1,455,124.62                             294,938.76                          29,722.82     

net y/e 2008 1,160,185.86                        
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		YUB-YEC-1-3 (b) Attachment 1

		Attachment B – YEC Annual Transmission Facilities Costs



		Line #		Description						Cost ($)



				Transmission Facilities costs as of end of 2008:

		1		Total assets at cost                         						1,455,125

		2		Accumulated depreciation          						294,939

		3=1-2		Net book value at yr end              						1,160,186

		4		Annual depreciation                      						29,723



				Estimated Transmission Facilities costs at end of 2009 and end of 2010, assuming no new assets:

		5=3-4		Projected Net Book value at end of 2009						1,130,463

		6=5-4		Projected Net Book value at end of 2010						1,100,740

		7=(5+6)/2		Projected Net Value at mid yr 2010 						1,115,602



				Based on YUB approved return (debt and equity cost at 6.56% blended) on rate base for 2009, plus depreciation, the annual owner costs for this line for 2010 is as follows (ignores ongoing capital spending after 2008):

		8=4		Depreciation						29,723

		9=7*6.56%		Return at 6.56%						73,183

		10=8+9		Total Annual Cost						102,906

		11=10/12months		Cost per month						8,576



		8,576*0.85		Alexco Fixed Charge						7,289
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